BRQ Business Research Quarterly (2016) 19, 55---72

Business Research
Quarterly

BRQ

www.elsevier.es/brq

ARTICLE

Relationship between corporate social responsibility
and competitive performance in Spanish SMEs:
Empirical evidence from a stakeholders’ perspective夽
Jesús Herrera Madueño a,1,2 , Manuel Larrán Jorge a,1,3 , Isabel Martínez Conesa b,1,4 ,
Domingo Martínez-Martínez a,∗,1
a

Financial Economics and Accounting Department at University of Cádiz, Business and Administration College,
Av. Duque de Nájera, 8, 11002 Cádiz, Spain
b
Financial Economics and Accounting Department at University of Murcia; Business and Administration College,
Facultad de Economía y Empresa, Campus de Espinardo, 30100 Murcia, Spain
Received 14 July 2014; accepted 14 June 2015
Available online 28 August 2015

JEL
CLASSIFICATION
M14

KEYWORDS
CSR;
Competitive
performance;
Relational capacity;
Stakeholders;
SMEs

Abstract In a ﬁnancial economic scenario in which the corporate survival of small and medium
enterprises (SMEs) is more conditioned than ever by competitive performance, this paper aims
to show that the strategic incorporation of socially responsible actions, more concerned and
engaged with stakeholders, contributes to improve the competitiveness of these organizations.
Thus, the existence of a direct or mediated relationship between the development of Corporate
Social Responsibility (CSR) practices and competitive performance has been analyzed from a
multi-stakeholder perspective. To accomplish this task, data were collected from a sample of
481 Spanish SMEs and the technique of partial least squares (PLS) was used. Outcomes show
that the development of CSR practices contributes to increase the competitive performance
both directly and indirectly, through the ability of these organizations to manage their stakeholders. This study, therefore, supports the social impact hypothesis and offers evidence about
some intangibles such as the relational capacity mediate the causal effect between CSR and
competitive performance.
© 2015 ACEDE. Published by Elsevier España, S.L.U. This is an open access article under the CC
BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).

夽 This research has been developed as part of the project titled ‘‘Corporate Social Responsibility, SMEs, Region of Murcia’’ (ref.:
12003/PHCS/09) funded by the Seneca Foundation, the Regional Agency for Science and Technology, through the call for ‘‘Aid for the
Completion of Research Projects in Humanities & Social Sciences’’ Seneca Program 2009.
∗ Corresponding author. Tel.: +34 956015443.
E-mail addresses: jesus.herrera@uca.es (J. Herrera Madueño), manuel.larra@uca.es (M. Larrán Jorge), isabelm.martinez@um.es
(I. Martínez Conesa), domingo.martinez@uca.es (D. Martínez-Martínez).
1 Authors appear in strict alphabetical order.
2 Tel.: +34 956015493.
3 Tel.: +34 956015431.
4 Tel.: +34 868883814.

http://dx.doi.org/10.1016/j.brq.2015.06.002
2340-9436/© 2015 ACEDE. Published by Elsevier España, S.L.U. This is an open access article under the CC BY-NC-ND license
(http://creativecommons.org/licenses/by-nc-nd/4.0/).

56

Introduction
Corporate Social Responsibility (CSR), Social Responsibility (SR) or any of its aspects are gaining great attention
in the academic and professional ﬁelds. Companies are
increasingly more aware and encouraged to integrate and
participate in CSR issues (Mark-Herbert and Von Schantz,
2007). It has been pointed out as an essential concept that
business managers should understand and manage. Firms of
all types and sizes are called to become socially responsible, ecologically sustainable and economically competitive
(Orlitzky et al., 2011). However, the real development that
CSR has experienced in small and medium enterprises (SMEs)
is different than in large corporations.
In general, SMEs have certain characteristics that do
interesting developing detailed and speciﬁc studies focused
on them. This kind of organization usually shows particular
strategies and structures, less formalized and more dependent on the disposition, participation, and ability to design
strategies of the owners/managers, which complicate the
development of CSR actions similar to large corporations’
practices. The lack of knowledge that SME managers usually have about CSR, the close relations with stakeholders
(Fisher et al., 2009; Russo and Tencati, 2009) and the tendency to use informal communication mechanisms (Nielsen
and Thomsen, 2009) have been identiﬁed as reasons for the
incipient research conducted so far. At any rate, this state
should not be interpreted as a lack of implementation of
CSR practices because, as several empirical studies at the
international and national level have supported, SMEs carry
out more practices than they acknowledge and, thus, they
promote. This phenomenon has been referred to in literature as ‘‘silent social responsibility’’ (Jenkins, 2004; Jamali
et al., 2009).
Two groups of complementary reasons have been identiﬁed to explain the ﬁrm’s engagement in CSR: on one
hand, those of a normative perspective, concerned with the
moral correctness of ﬁrms and their managers, and on the
other, those arising from an instrumental perspective, more
related to the traditional performance goals of proﬁtability and business growth. From a strategic approach, most
academics agree to prioritize the instrumental focus over
the normative perspective; they usually state that those
organizations that do not orientate their activities under
a CSR philosophy in the short- or medium-term will be at
a signiﬁcant competitive disadvantage. In this regard, for
example, different studies have pointed to the adoption of
sustainable policies contributing advantages for the company (Porter and Kramer, 2002), either through increasing
ﬁnancial returns (Orlitzky et al., 2003; Miras et al., 2014)
or through improving business reputation (Bear et al., 2010;
Stanaland et al., 2011).
Aguinis and Glavas (2012) highlighted the gap that exists
in the literature in regards to the relationship between CSR
and business performance, and encouraged researchers to
clarify some of the ‘‘mechanisms’’ that make this association possible. While the relationship between CSR and
business performance measures has already been scrutinized in several works, most of them focused on large
corporations. Despite it is difﬁcult to suppose that conclusions can be directly extrapolated to the SMEs, at the
moment, few studies have been carried out analysing the
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CSR-ﬁrm performance link in SMEs (e.g., Marín and Rubio,
2008; Niehm et al., 2008; Hammann et al., 2009; Sweeney,
2009; Torugsa et al., 2012; Gallardo-Vázquez and SánchezHernández, 2013, 2014a; Turyakira et al., 2014). Of these
studies, only a few have tried to measure the CSR practices from a multi-stakeholder perspective (e.g. Hammann
et al., 2009; Sweeney, 2009; Torugsa et al., 2012; Turyakira
et al., 2014), even though none of them employed a measure of business performance based on the competitiveness
that reﬂected the level of ﬁnancial and non-ﬁnancial results
achieved in comparison with the most direct competitors.
Thereby, none of the reviewed studies considered a performance measure based on the economical---ﬁnancial position
along with the market position regarding quality of products,
innovation and customers’ satisfaction.
Given this considerations; being aware of the special
implementation of CSR practices conducted by reduced
dimension businesses; considering the resources limitations of this kind of organizations; and lastly, knowing
the owners/managers’ confusion about real effects of sustainable behaviours, this investigation aims to clarify the
relationship between CSR and competitive performance targeting in the speciﬁc context of SMEs (i.e., companies
with up to 250 employees). Additionally, delving into the
causal relation between the main variables under study and
following Surroca et al. (2010) suggestion, this paper investigates whether a ﬁrm’s capacity to manage stakeholders
and achieve competitive advantages has a mediating role
between the CSR and the competitive performance of SMEs.
Besides, this paper tests the role of ﬁrm size as control variable, which impacts on CSR and competitive performance.
To accomplish these tasks, the paper ﬁrst includes a
review of some important theoretical background about the
CSR-ﬁrm performance link, paying special attention to the
SMEs ﬁeld. The next section also includes the proposition
of the hypotheses under analysis. Subsequently, ‘‘Methods’’
section describes the sample, the questionnaire and the
statistical process. Finally, after presenting an analysis of
results and a discussion of the main ﬁndings in ‘‘PLS Analysis and Results’’ and ‘‘Discussion’’ sections, respectively,
some conclusions are drawn in the ﬁnal section. The paper
ends warning of some limitations and suggesting future lines
of research.

CSR and ﬁrm performance link
Interest in ﬁnding any possible relationship between CSR
and business performance5 emerged more than forty years
ago. Most previous studies corroborate that efforts to carry
out CSR practices improve ﬁrm performance (Beurden and
Gössling, 2008). However, the ﬁrst impression is a ﬁeld
of mixed evidence (Peloza, 2009). Barnett stated in 2007
(p.794) that, ‘‘after more than thirty years of research, we
cannot clearly conclude whether a one-dollar investment in

5 The term ‘‘performance’’ is used in this research to represent
how successful a company is. Different kinds of ‘‘performances’’
can be identiﬁed depending on the nature of the measures employed
in order to evaluate how well ﬁrms do speciﬁc activities related
with any sphere (ﬁnancial performance, social performance, environmental performance, competitive performance, etc.).
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social initiatives returns more or less than one dollar in beneﬁt to the shareholder.’’ While some studies show a positive
relationship (Maron, 2006; Wu, 2006; Rodgers et al., 2013;
Gallardo-Vázquez and Sánchez-Hernández, 2014a), others
older claim a negative inﬂuence (Boyle et al., 1997; Wright
and Ferris, 1997); besides, further studies are not able to
demonstrate the direction or the sign of the relationship
(Barnett and Salomon, 2006).
Margolis and Walsh (2003) also warned of these discrepancies and the consequent confusion when they pointed out
the need to understand the conditions under which a corporation’s effects impact society before looking for any link
between a ﬁrm’s social and ﬁnancial performance. Discovering a universal rate of return for CSR activities is virtually
impossible; it is necessary to bet on a contingent perspective (Barnett, 2007). Therefore, the model we propose for
the speciﬁc context of the SMEs not only looks at the direct
link between CSR and ﬁrm performance, but also aims to
clarify how the CSR efforts are rewarded by the different
stakeholders.

The direct relationship between CSR and ﬁrm
performance
Preston and O’Bannon (1997) identify that the theoretical
frameworks, in which this relationship is normally underpinned, have two basic differentiating characteristics: the
positive, negative or neutral sign of the relationship and
the causal sequence of dependent variables. Based on the
hypotheses of these authors and on Waddock and Graves’s
article (1997), seven possible types of CSR-ﬁnancial performance (FP) relationships could be identiﬁed. Of which, most
of the empirical outcomes support the social impact hypothesis and lead to reject any negative relationship between
CSR and business performance (Beurden and Gössling, 2008).
The underlying theory, which suggests that a higher
level of CSR practices leads to a higher level of business
performance, is the stakeholder theory (Freeman, 1984).
According to the stakeholder theory, the success of an organization depends on the organization’s capacity to manage
the relationships with its stakeholders. Management of relationships with key business stakeholders has become an
essential tool for value generation (Hammann et al., 2009),
making the stakeholder theory’s interpretation a necessary
step in understanding any possible relationship amongst CSR
and ﬁrm performance (Perrini et al., 2011).
In the ﬁeld of SMEs, most studies that have analyzed the CSR-performance link have only made suggestions
about strategic CSR adoption and implementation, or have
explained some theoretical implications in regards to translating the integration of a socially responsible behaviour
in business strategy into an improved performance (Moore
and Manring, 2009; Tomomi, 2010). Only a few authors
have been concerned with providing empirical evidence to
corroborate these theoretical implications (Niehm et al.,
2008; Hammann et al., 2009; Torugsa et al., 2012; Battaglia
et al., 2014; Gallardo-Vázquez and Sánchez-Hernández,
2014a; Turyakira et al., 2014).
From the theoretical perspective of stakeholders, the
owners/managers of SMEs are able to more easily express
their values towards internal stakeholders and external
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stakeholders with whom they have a close relationship,
than towards more abstract ones like society (Hammann
et al., 2009). Despite how SMEs manage their reputation,
these organizations are generally better positioned to take
advantage of the potential beneﬁts from CSR programmes
(Sarbutts, 2003) because they maintain more close, honest
and ﬂexible relationships with most of their stakeholders
(Russo and Tencati, 2009). The owners/managers able to
establish the appropriate objectives and join efforts to
accomplish a socially responsible behaviour will contribute
to the short-term beneﬁt and to the competitiveness and
long-term business growth (Moore and Manring, 2009; Revell
et al., 2010).
To achieve these competitive advantages, several authors
make their own considerations. Tomomi (2010) noted, for
example, that SMEs perceive environmental management as
a possible way to provide opportunities for their business and
likely cause competitive advantages. Aragón-Correa et al.
(2005) highlighted that the commitment to environment
and the implementation of measures for its protection can
become an important source of competitive advantages for
SMEs. On the other hand, Niehm et al. (2008) proved how
a company’s commitment to the community was directly
associated with ﬁnancial performance.
Under the instrumental approach of stakeholder theory,
CSR should be incorporated into business planning by trying to develop business strategies that meet the approval of
stakeholders (Parker, 2005). In this way, managers could try
to maximize the beneﬁts and value of their businesses while
meeting the expectations of their stakeholders (Jensen,
2001). However, this maximization of value cannot be measured only from a ﬁnancial perspective, but also from a
broader approach. Marín and Rubio (2008), for instance,
used a multidimensional measure of competitive success,
made up of seven dimensions: market share, productivity,
solvency, reputation, customer satisfaction, employee satisfaction and competitive position in terms of price, quality
and innovation.
From an instrumental approach of stakeholder theory,
Hammann et al. (2009) and Sweeney (2009) proposed to
examine the relationship between CSR and ﬁrm performance considering that socially responsible management
enabled companies to gain competitive advantages that
add value. In both studies, a similar theoretical model is
proposed which basically relates three variables: CSR, measured as the practices of socially responsible management
towards different stakeholders; ﬁrm performance, as proﬁt
improvement; and a last variable which would bring together
the potential and expected effects of suitable stakeholder
management (improving employee satisfaction, reducing
absenteeism, powering image, securing the loyalty of customers and employees, etc.). In both cases, the authors end
up stating that CSR implementation improves ﬁrm performance through the impact that these practices have on the
organization-stakeholder relationships.
In one of the latest studies, Torugsa et al. (2012) also
found that the SMEs’ capability of managing stakeholders, along with the development of a proactive strategy
and the knowledge to achieve a shared vision, are positively associated with a proactive CSR. In turn, their
study shows how this proactive CSR causes an improvement in ﬁrm ﬁnancial performance. Gallardo-Vázquez and
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Sánchez-Hernández (2013), in a survey developed from
Spanish micro-enterprises,6 veriﬁed that the positive predisposition of a ﬁrm’s CEO has a direct impact on competitive
success and that innovation positively mediates the relationship between these variables. Another recent study
analysing the link between CSR and competitiveness performance has been conducted by Battaglia et al. (2014).
Using data from Italian SMEs, which operate in the
fashion industry, authors show a strong and positive correlation among several social performance indicators and
two competitiveness dimensions: innovation and intangible
performance.
Literature reviews and meta-analysis studies about the
relationship under discussion have postulated the social
impact hypothesis as the most frequent theoretical background in the study of CSR-ﬁrm performance link (Orlitzky
et al., 2003; Beurden and Gössling, 2008; Aguinis and Glavas,
2012; Miras et al., 2014). In addition, the few studies identiﬁed in the context of SMEs leads us to reject any causal
relationship that foresees companies will not be positively
rewarded by their efforts in CSR. Therefore, since we hold
that any relationship that arises between these variables
must be made adopting the hypothesis of social impact, that
is, expecting positive stakeholders’ reactions coming from
increasingly socially responsible business behaviour (instrumental approach of stakeholder theory), the ﬁrst hypothesis
for testing in this paper as follows:
H1 . The development of CSR practices enables SMEs to
improve their competitive performance.

CSR-ﬁrm performance: the mediating role of
relational improvements
From the stakeholder management approach, Jones (1995)
stated that it is sensible to expect that CSR contributes
to the creation of sustainable competitive advantages that
improve business performance and encourage a positive
relationship between the variables. Barnett (2007) asserted
that the positive impact that CSR could have on business
performance primarily would be due to the achievements
arisen from an improved socially responsible behaviour and
its effect on ﬁrm-stakeholder relationships. Marín et al.
(2012) claimed that CSR efforts foster the emergence of positive stakeholders’ reactions to the company and that this
does not only affect a ﬁrm’s value in general, but it also
improves the competitive positioning.
The concern for stakeholders and the communication
with them for seeking to ensure a socially responsible
behaviour allow ﬁrms to develop some particular intangible
assets. On the basis of the establishment of relationships
and interactions, ﬁrms are able to develop resources that
will promote the development and maintenance of competitive advantages, which are hard to measure by means of
accounting or physical parameters.
Investigation into company-stakeholder reciprocity was
already proposed as a future research line by Perrini
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By ‘‘micro-enterprises’’, authors refer to ﬁrms with less than 10
employees and a turnover no more than two million Euros.
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et al. (2011), who suggested that the usage of mediating variables that represent these interactions would
contribute to increase knowledge about the mechanisms
through which the CSR practices positively impact on business performance. Different authors have noted that the
appearance of empirical discrepancies about the sign identiﬁed for the CSR-ﬁrm performance link might be due to
the omission of certain confounding variables (McWilliams
et al., 2006; Orlitzky, 2008). The search for a simple
correlation between these variables might not be right
because CSR could end up impacting on the income statement through intermediary variables. Thus, as Surroca
et al. (2010) tested, the omission of some moderating
and mediating variables would justify the lack of evidence
to contrast that CSR and performance are signiﬁcantly
associated.
Because of the growing suggestions around the relevance
of considering potential intermediary variables (Beurden
and Gössling, 2008) and attending to competitive advantages that a ﬁrm can get from its interaction with
stakeholders, an additional variable has been added into the
model: relational improvements.
In agreement with the theoretical approach adopted,
there should be positive reciprocity between the ﬁrm and
stakeholders. Higher CSR efforts should result in higher
rewards coming from stakeholders in the form of positive enterprise perceptions. Speciﬁcally, as a concept,
this construct encompasses the set of business achievements or beneﬁts coming from the manner in which an
enterprise manages its relationships with key stakeholders.
Through relational improvements variable, the importance
of interaction with stakeholders is emphasized, with the
relationship being the unit of analysis, which must be understood as the ‘‘farming’’ of strong interactions between two
parties that keep any economic or social link and pursue
mutual beneﬁts.
Barney (1986) had already found that those organizations
with a closer relationship with their stakeholders were able
to achieve certain competitive advantages. At the organizational level, the capacity to manage stakeholders has been
deﬁned as ‘‘the ability to establish trust-based collaborative
relationships with a wide variety of stakeholders, especially
those with non-economic goals’’ (Sharma and Vredenburg,
1998, p.735). Since this ability can be considered, from
a CSR approach, to improve competitive performance,
our model tries to pinpoint the causal effect that the
implementation of sustainable management has on performance and how it disrupts the direct CSR-ﬁrm performance
relationship.
Relational improvements, therefore, could be viewed
simultaneously as both an effect and a cause, depending
on whether the attention is focused on the impact that CSR
practices have on the relationship with stakeholders or on
how business performance can be explained based on the
positive reaction of stakeholders. To conﬁrm any mediating
effect that this variable could play, the following hypothesis
has been proposed:

H2 . In SMEs, the relational improvements have a positive
mediating effect on the relationship between developed CSR
practices and competitive performance.
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Table 1
SIZE

Sample data analysis.
Population census
Number

Small
Medium
Total

4260
600
4860

Sample data

%

Number

%

87.65
12.35
100.00

355
126
481

73.80
26.20
100.00

Chi-square
Degrees of freedom
Signiﬁcance level
Contingency coefﬁcient

94.624
1
0.000
0.1382

Source: DIRCE data (2010).

At last, along with direct and mediating effects proposed,
ﬁrm size has been considered as a control variable7 . Several
previous studies have contrasted that size has a signiﬁcant
impact on the association between CSR and business performance (Bansal, 2005; Beurden and Gössling, 2008), even
when the sample only consists of SMEs (Sweeney, 2009;
Torugsa et al., 2012).

Methods
Sample and data
The random selection of SMEs was done based on companies
from Spain listed in the SABI database. The initial sample
was 552 companies located in the Murcia region, in southeast Spain. However, during the ﬁltering process, wrongly
answered questionnaires, questionnaires completed by companies with fewer than 10 employees (micro-enterprises)
or questionnaires from organizations with a special legal
form, such as cooperative societies, demanding different
treatment were eliminated. Besides, after collecting data,
a group of three experts examined all the responses, looking for senseless answers. Finally, the sample comprised 481
SMEs (Table 1).
The data collection process was carried out directly by
CSA Consultants Company8 , which was responsible for contacting each of the selected SMEs from December 2010 to
February 2011. The information about the variables used for
the study was collected through a questionnaire addressed
to the companies’ managers or the person in charge of
the social responsibility issues and it took, on average,
approximately 20 minutes to complete. This questionnaire
was previously validated through a pilot survey, after which
some of the questions were modiﬁed and reworded in
order to ensure the correct understanding and answer by

7 Only size was considered as a control variable to avoid the above
speciﬁcation of a conceptual model in which the number of control
variables exceeds the number of main variables under study. We are
aware some researchers have employed as control variables different organizative characteristics, such as the sector, the level of
proﬁtability, the leverage or the family character, among others.
8 More information about this company can be found by going to:
http://consultorescsa.com/.
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interviewees, irrespective of the size of their ﬁrms9 . Most
questions were measured through a ﬁve-point Likert scale,
since it has been widely used in surveys conducted about CSR
in SMEs (Gallardo-Vázquez and Sánchez-Hernández, 2014b).
To assess non-response bias, Pearson chi-square test and
Contingency Coefﬁcient were used to compare the business
size of respondent and non-respondent ﬁrms, and to evaluate if there was any signiﬁcant difference. No signiﬁcant
differences were found and it can be concluded, therefore,
that, based on size, there is no difference between ﬁrms
that respond and those that did not.

Measures
CSR practices (CSR)
Since the social impact hypothesis arises from the CSR multistakeholder perspective, we have considered a CSR measure
which gathers items grouped around four key stakeholders (Turker, 2009; Battaglia et al., 2014; Turyakira et al.,
2014): environment, employees, society and customers.
Speciﬁcally, the scale of Lechuga (2012) was chosen as
an instrument for measuring the CSR. The author developed and validated a measuring instrument according to the
psychometric theory of scales validation. In her study, 57
CSR practices were grouped into six stakeholder categories
(employees, customers, suppliers, environment, local community and corporate governance). The author designed and
validated a ﬁnal scale composed of 24 items, grouped into
four key stakeholder categories (environment, employees,
customers and local community), as speciﬁed in Table 2.
In addition to being one of the few alternatives to assess
the level of CSR practices in the ﬁeld of SMEs, it should
be noted the structural similarities among this and the
scales that other authors have proposed under the stakeholder approach, regardless of organizational size (Turker,
2009; Mishra and Suar, 2010; Turyakira et al., 2014). The
validity of each one of the indicators used can be also
corroborated according to other CSR measures developed
from different approaches, such as the triple bottom line
perspective (Torugsa et al., 2012; Gallardo-Vázquez and
Sánchez-Hernández, 2014a).
Competitive performance (C.PERF.)
For assessing ﬁrm performance, we have opted for an
approach similar to the one adopted by Marín et al. (2012)
or Gallardo-Vázquez and Sánchez-Hernández (2013), using
a variable more focused on assessing competitive performance than on ﬁnancial performance data. Consequently,
the competitiveness has been taken from a two-dimensional
perspective, using subjective information about some ﬁnancial measures on the one hand, and some commercial
and technological differentiation items on the other. Thus,

9 It should be noted that, as we expected, the pilot survey conﬁrmed that respondents from bigger companies tended to show a
greater knowledge about CSR and socially responsible behaviour.
Additionally, larger companies with departments or a person responsible for sustainable issues answered the questionnaire easier and
faster than smaller companies. It was, therefore, decided to avoid
any technical term that could hinder the understanding of questions.
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‘CSR practices in SMEs’ scale.
Corporate social responsibility practices

Indicate your level of agreement with the following statements about environmental practices (1 = strongly
disagree, 5 = strongly agree)
En.Pr.1
Minimize the environmental impact of your business activities
En.Pr.2
Design products and packaging that can be re-used, repaired or recycled
En.Pr.3
Goes voluntarily beyond legal environmental regulations
En.Pr.4
Regularly conducts environmental audits
En.Pr.5
Reuses and recycles materials
En.Pr.6
Adopts measures for ecological design in product/services
En.Pr.7
Implement programmes for the use of alternative energy
En.Pr.8
Implement programmes to reduce water consumption
En.Pr.9
Makes energy-Saving Investments
Indicate your level of agreement with the following statements about practices related to employees
(1 = strongly disagree, 5 = strongly agree)
Em.Pr.1
Employees’ interests are taken into account in company decision-making
Em.Pr.2
Support employees who wish to continue or upgrade their
education/training
Em.Pr.3
Help the employees ﬁnd suitable work/life balance (ﬂexible working hours)
Em.Pr.4
Recognizes the importance of stable employment for your employees and
society (in the local area)
Em.Pr.5
Develop/Implement regular training programmes
Em.Pr.6
Assess employees work/labour environment on a regular basis
Indicate your level of agreement with the following statements about practices related to local community
(1 = strongly disagree, 5 = strongly agree)
S.Pr.1
Incorporates/includes local community interests in company decision
making
S.Pr.2
Support sports or cultural activities in the local community
S.Pr.3
Maintain clear relations with local government authorities
S.Pr.4
The business considers itself to be part of the local community and
therefore care about its development/local impact or the improvement of
the local infrastructure
S.Pr.5
Support programmes for the disadvantaged
Indicate your level of agreement with the following statements about practices related to customers
(1 = strongly disagree, 5 = strongly agree)
C.Pr.1
Meets its commitments with quality and fair price
C.Pr.2
Inform customers about the proper use of their products and warnings of
potential risks
C.Pr.3
Take measures to prevent customer complaints
C.Pr.4
Respond to customer complaints or inquiries
Source: From Lechuga (2012).

after conducting a review of prior studies focused on
SMEs in which any measure of competitiveness was used,
we designed an initial scale made up of seven items
(Table 3). Of these, four were more associated with ﬁnancial economic performance and three with competitive
differentiation.
Before performing an analysis of the dimensionality of
the construct, a global internal consistency test for the
seven issues considered as indicators of competitive performance was carried out. Additionally, we contrasted that
the elimination of no variable improved the internal consistency of the scale, which reinforces the assumption that
these seven indicators were related and they measure an
underlying concept. Table 4 shows the results from factor
analysis.

The factorial analysis results show how the two dimensions proposed gather indicators which aim to measure
a similar concept. One of them collects items about the
economic and ﬁnancial performance compared with competitors, and the other gathers items about the competitive
differentiation. Moreover, to corroborate the homogeneity
of the questions within each dimension, it was veriﬁed that
the correlation between each item and its subscale was
greater than 0.5 and that the Cronbach’s alpha value did not
increase after removing it. As can be appreciated in Table 4,
no item has been eliminated after the reﬁning process.
Relational improvements (R.IMP.)
For this mediating variable, a multidimensional construct
has been designed from a multi-stakeholder organizational
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Table 3
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Items of the questionnaire to measure Competitive Performance and Relational Improvements.
Competitive performance

For the following indicators, compare the results of your company to other competitors (1 = much worse than
competitors, 5 = much better than competitors)
Perf.1
Sales
Perf.2
Market share
Perf.3
Customer satisfaction
Perf.4
Beneﬁts/utility
Perf.5
Proﬁtability
Perf.6
Quality of products
Perf.7
Technological superiority
Relational improvements
Despite the context of general crisis in the past three years, there have been improvements relating to. . .
(1 = strongly disagree, 5 = strongly agree)
Imp.1
Service to customers
Imp.2
Relations with customers
Imp.3
Customer loyalty
Imp.4
The ﬁrm image
Imp.5
Relations with suppliers
Imp.6
The cost reduction in supplies
Imp.7
The cost reduction in logistic and inventory
Imp.8
The employee satisfaction
Imp.9
Absenteeism
Imp.10
Work environment
Imp.11
The loyalty and morale of employees
Imp.12
The owners and investors satisfaction
Imp.13
Relations with owners
Imp.14
The owners’ knowledge about the progress of the ﬁrm
Imp.15
Relations with its local community and environment
Source: Competitive performance items also employed by Marín and Rubio (2008), Marín et al. (2012), Gallardo-Vázquez et al. (2013),
Gallardo-Vázquez and Sánchez-Hernández (2013, 2014a), among others. Relational Improvements items from Ortiz and Kühne (2008),
Iturrioz et al. (2009), Hammann et al. (2009), Battaglia et al. (2014), among others.

management perspective, identifying as ﬁrst-order dimensions the advantages from managing their relationship
with each stakeholder identiﬁed for this kind of organization: customers, employees, suppliers, owners and local

Table 4

community. As with the competitive performance construct,
we performed a global internal consistency test of the ﬁfteen items (see Table 4) considered initially to measure this
construct and selected from a literature review. Table 5

Factor analysis and reﬁnement of competitive performance scale rotated components (N = 481).

Items

Communality

Perf.1
Perf.2
Perf.3
Perf.4
Perf.5
Perf.6
Perf.7

0.653
0.565
0.666
0.802
0.786
0.778
0.607

Variance explained
Total variance explained
␣ of subscale
␣ of reﬁned subscale

F.1
0.762
0.706
0.267
0.887
0.880
0.116
0.167

F.2
0.269
0.259
0.771
0.123
0.107
0.875
0.761

Corr. item-total
factor corrected

␣ of subscale if item is
eliminated from its factor

0.682
0.609
0.585
0.753
0.735
0.667
0.525

0.818
0.848
0.588
0.787
0.795
0.682
0.757

50.07%
19.33%
69.40%
0.853
0.758
0.853
0.758

Source: Own elaboration.
Bold and shaded values represent the highest loading of each item on the dimensions (factors) identiﬁed for the competitive performance
scale.
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Factor analysis and reﬁnement of relational improvements scale rotated components (N = 481).

Items

Communality

Imp.1
Imp.2
Imp.3
Imp.4
Imp.5*
Imp.6
Imp.7
Imp.8
Imp.9
Imp.10
Imp.11
Imp.12
Imp.13
Imp.14
Imp.15*

0.757
0.808
0.607
0.649
0.526
0.898
0.894
0.566
0.679
0.804
0.721
0.762
0.840
0.759
0.500

Variance explained
Total variance explained
␣ of subscale
␣ of reﬁned subscale

F.1

F.2

0.825
0.842
0.727
0.776
0.595
0.190
0.165
0.410
0.114
0.382
0.185
0.234
0.185
0.099
0.291

0.136
0.182
0.199
0.097
0.322
0.176
0.138
0.221
0.065
0.270
0.401
0.812
0.874
0.840
0.573

F.3

F. 4

0.217
0.217
0.170
0.180
0.118
0.106
0.153
0.574
0.792
0.765
0.723
0.200
0.188
0.131
0.259

0.103
0.133
0.102
0.070
0.234
0.905
0.908
0.139
0.187
0.016
0.050
0.088
0.078
0.161
0.139

44.19% 10.75%
9.41%
71.80%
0.869
0.862
0.825
0.873 0.884
0.825

7.45%

Corr. item-total
factor corrected
0.769
0.824
0.664
0.670
0.558
0.803
0.803
0.587
0.558
0.781
0.685
0.739
0.820
0.740
0.545

␣ of subscale if item is
eliminated from its factor
0.823
0.810
0.851
0.847
0.873
----0.806
0.823
0.717
0.763
0.651
0.775
0.810
0.884

0.890
0.890

Source: Own elaboration.
Bold and shaded values represent the highest loading of each item on the dimensions (factors) identiﬁed for the relational improvements
scale.
* Deleted items to reﬁne the scale.

shows the results from factorial analysis of the scale proposed to measure the relational improvements construct.
From this initial analysis, it can be identiﬁed that, in most
cases, the dimensions group homogeneous elements, with
the exception of items Imp.5 (Improvements relating to ﬁrmsuppliers relationships) and Imp.15 (Improvements relating
to ﬁrm-local community relationships). Although these indicators no have low loadings, it is true that their values are
considerably lower than other indicators’ loadings. Furthermore, their inclusion in Factor 1 (related to customers) and
Factor 2 (related to owners/investors) lacks any theoretical support. Like with the competitive performance, the
homogeneity and consistency within each dimension were
also checked. As Table 5 shows, the items Imp.5 and Imp.15
have not been measured reliably and disrupt slightly the
internal consistency of their respective subscales. This leads
us to deﬁnitely remove both items and consider that SMEs’
managers do not perceive or have difﬁculties appreciating any improvement related to suppliers and community
relationships. In this way, the ﬁnal scale obtained for relational improvements is composed of 13 variables, grouped
in four dimensions, as the result of their relationship with
customers, suppliers, employees or owners/investors.
Size
The control variable was measured using, as manifest variables, the natural logarithm of total assets and the natural
logarithm of number of employees, both measures taken
from 2010. Simultaneously or individually, both measures
have often been used in previous empirical studies about
CSR and performance (Sweeney, 2009; Blanco et al., 2013).

Methodology
The main methodology used has been the Structural Equation Modelling (SEM). The structural equation analysis has
the advantage of analysing the deﬁnition of the latent constructs in the context of a group of causal effects. SEM
brings together the contributions of econometrics referring
to the prediction, along with the psychometric approach,
related to the measurement of latent or unobserved variables inferred from indicators or manifest variables (Chin,
1998). There are two different statistical techniques for the
SEM: methods based on covariance analysis and methods
based on variance analysis.
In this case, we carried out the analysis using a variancebased SEM technique: Partial Least Squares (PLS). We have
used this technique, instead of covariance-based models,
because it is more suitable for the implementation of predictive studies, which explore complex problems and where
previous theoretical background is scarce (Hulland et al.,
2010). Moreover, only the PLS technique allows modelling
variables of a formative nature (Polites et al., 2012). This
technique has been previously used in similar studies (LópezGamero et al., 2008; Blanco et al., 2013; Gallardo-Vázquez
et al., 2013; Gallardo-Vázquez and Sánchez-Hernández,
2014b), due to its potential to describe relatively new
phenomena from theoretical models and measures without
a thorough theoretical background (Chin, 1998).
Before running SEM, the explanatory factorial analysis
technique was carried out to second-order variables not
validated previously in the literature, with the intention
of identifying possible clusters of variables with common
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meaning. Thus, in addition to choosing contrasted questions
from the literature to measure the relational improvements
and competitive performance variables, it was necessary to
check the reliability of the scales with the data extracted
from the sample.

PLS analysis and results
The structural equation analysis has the advantage of
analysing the deﬁnition of the latent variables in the context of a set of causal relationships. To do this, following the
recommendations of some previous authors, such as Barclay
et al. (1995), the contrasts should be interpreted distinguishing between the measurement and structural models,
applying in each of them the suitable statistical parameters
to assess them.
Since the main objective of this paper is the hypothesis contrast between second-order constructs (CSR, R.IMP.
and C.PERF.) and a control variable, we are only going to
put forward the analysis of the second-order model, having
previously checked the validity of the measurement model
of ﬁrst-order according to the two-stage approach (Wright
et al., 2012).
On the other hand, according to previous recommendations in the literature, the evaluation of the measurement
model was performed as many times as models were considered to contrast each hypothesis. However, as signiﬁcant
differences were not found, we only present the results for
the evaluation of the measurement model corresponding to
the full model.
Before looking at the results of the estimations performed with the programme PLS-Graph 3.00, an assumption
conditioning the analysis of the results should be explained:
the CSR and R.IMP. constructs have been considered as
second-order formative constructs. In both cases, we understand that the dimensions of these constructs capture
heterogeneous aspects and that, therefore, they should be
added to develop a measure of performed CSR practices in
the ﬁrst case, and a measure of achieved relational improvements in the second.
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Since, for the case of second-order formative constructs,
the weights of the ﬁrst-order constructs (dimensions) represent causal relationships between these and the former, the
weights’ statistical signiﬁcance was analyzed with the same
procedure used for evaluating relationships between constructs: the resampling technique of Bootstrap, with which
we have generated 5.000 alternative samples from the original data matrix. For each one of these subsamples, PLS
re-estimates the parameters and then analyses the consistency of the results and determines if the coefﬁcients
obtained provide valid measures of population parameters.
The accuracy of these estimates is contrasted using the T
test statistic, with n − 1 degrees of freedom, designed to
test the null hypothesis that the estimated parameters from
the population are not signiﬁcantly different from those
obtained in the sub-samples.
The results gathered in Table 6 allow us to see that formative constructs incorporated into the models (CSR and
R.IMP.) are well-captured by their ﬁrst-order dimensions:
most with weights over 0.2 and signiﬁcant at the 0.01 level.
From an individual analysis of the weights, it is necessary to
highlight that, in the case of the CSR construct, the highest weight belongs to practices related to employees. In
contrast, the dimension capturing the practices related to
society has the lowest weight. With respect to the R.IMP.
construct, the relational improvements coming from customers and employees have a weight above the others.
Considering the scales ‘‘CSR Practices’’ and ‘‘Relational
Improvements’’ as formative variables requires us to
analyze the absence of multicollinearity. According to
Diamantopoulos and Siguaw (2006), values for Variance Inﬂation Factor (VIF) over 3.3 suggest the existence of a high
multicollinearity.
Furthermore, the data presented in Table 6 conﬁrm the
existence of competitive performance and size as reﬂective constructs consistently measured. In accordance with
Carmines and Zeller (1994), the indicators have loadings
exceeding 0.707, the composite reliability coefﬁcients (c )
are higher than 0.7 (internal consistency reliability), the
average variance extracted values (AVE) exceed 0.5 (convergent validity), and the correlations with any other variable
are smaller than the square root of their AVE values (discriminant validity).

Measurement validation
The evaluation of the measurement model presented in
Table 6 corresponds to the full model proposed. It is, therefore, a model containing both formative (CSR and R.IMP.)
and reﬂective variables (C.PERF. and SIZE).
The most representative parameters, when working with
formative character indicators, are the relative weights of
each of these on the latent variable (Barclay et al., 1995).
Because of this nature, typical of formative constructs, their
validity cannot be evaluated using the same criteria as in the
reﬂective models; that is, it cannot be assessed according
to whether there is convergent and discriminant validity.
Bollen (1989) proposes, instead, to study the formative construct validity by looking at the intensity and statistical
signiﬁcance of the weights of each item, as they give information about the relevance that these measures have on
the structural model and on the determination of the latent
construct they relate to.

Structural validation
The main causal relationship under contrast, where a latent
formative variable (CSR) determines a reﬂective (C.PERF.),
represents a speciﬁc model known as ‘‘redundancy model’’
(Chin, 1998) (Fig. 1).
The assessment of the structural model supports the ﬁrst
hypothesized causal theoretical relationship and, therefore,
CSR practices enable SMEs to improve their competitive
performance. Attending to the results shown in Table 7,
the development of CSR practices has a positive and signiﬁcant effect on competitive performance (ˇ41 = 0.461;
signiﬁcance = 0.01). In addition, it can be argued that the
development of CSR practices can predict or explain 21.3%
of the competitive performance variance, surpassing the
minimum 10% value recommended (Falk and Miller, 1992).
The positive value observed for Q2 indicates that predictive

64
Table 6
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Measurement validation.
Measurement model

Indicator

Weight

Loading

Residual variance

.354***
.548***
.150**
.331***

.666
.844
.499
.684

.557
.288
.751
.532

Competitive performance construct
E.F.Perf.
Economic and ﬁnancial performance
C.Diff.
Competitive differentiation performance

.495
.682

.788
.895

.380
.199

Relational improvements construct
C.Imp.
Improvements
O-I.Imp.
Improvements
Em.Imp.
Improvements
Su.Imp.
Improvements

.443***
.226***
.406***
.204***

.849
.697
.858
.581

.280
.513
.264
.662

.666
.525

.901
.800

.188
.360

CSR construct
En.Pr.
Em.Pr.
S.Pr.
C.Pr.

Size construct
Ln.N.Emp.
Ln.T.Ass.

Practices
Practices
Practices
Practices

related
related
related
related

to
to
to
to

environment
employees
society
customers

related
related
related
related

to
to
to
to

customers
owners and investors
employees
suppliers

Ln of number of employees
Ln of total assets

Validation of the formative constructs
Original sample
estimate

Variance
Inﬂation Factor

CSR

En.Pr.
Em.Pr.
S.Pr.
C.Pr.

.354***
.548***
.150**
.331***

R.IMP.

C.Imp.
O-I.Imp.
Em.Imp.
Su.Imp.

.443***
.226***
.406***
.204***

Indicators

Resampling bootstrap
Mean of subsamples
(standard error)

T-statistic

1.214
1.358
1.199
1.261

.355
.547
.146
.326

(.062)
(.063)
(.076)
(.070)

5.740
8.717
1.980
4.674

1.607
1.478
1.819
1.222

.450
.230
.396
.198

(.081)
(.072)
(.078)
(.068)

5.464
3.084
5.190
3.012

Validation of the reﬂective constructs

C.PERF.
SIZE

Internal
consistency
reliability.
Composite
Reliability (c )

Convergent
validity (AVE)

.830
.841

.710
.726

Discriminant validity AVE1/2 > correlations with. . .

AVE1/2

CSR

C.PERF.

R.IMP.

SIZE

.843
.852

.450
.184

1
.218

.477
.107

.218
1

Source: Own elaboration.
* Signiﬁcant at p < 0.10.
** Signiﬁcant at p < 0.05.
*** Signiﬁcant at p < 0.01.

capability of the theoretical model proposed for the contrast
of H1 is adequate.
Having tested the ﬁrst hypothesis, the isolated mediating
effect of the relational improvements has been analyzed
(Fig. 2).
Again, three indices are examined to evaluate the structural model. First, the relevance measures (Q2 ) show that,
as before, the predictive capacity is adequate (Table 8).

The path coefﬁcients of the relations are higher than the
minimum value of 0.2 required, and all are signiﬁcant at
99%. Despite this, there has been a signiﬁcant decrease in
the coefﬁcient path of the relationship between the constructs C.PERF. and CSR, diminishing from 0.461 to 0.265.
This decrease was due to the incorporation of the construct
R.IMP. as a mediating variable. To test this effect, Baron and
Kenny (1986) set the following conditions:
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En.Pr.
x1

γ1

1=

Em.Pr.
x2
S.Pr.

0.

26

γ1 =
2 0.
47

γ 13=0.17

.4
=0

**

E.F.Perf.

8***

x3
C.Pr.

1*

76

λ 14

β41=0.461***

CSR
η1

6*

7
=0.75

C.PERF.
η4

***

λ2 =
4 0.91
4

y1
C.Diff.
y2

R2=0.213

γ 14

x4
Significant at *p<0.10; **p<0.05;***p<0.01

Figure 1

Direct effect of the CSR practices on competitive performance.

Source: Own elaboration.

Table 7

Analysis of the direct effect of the csr practices on competitive performance (Validation of Structural Model).
Validation of Structural Model

Endogenous latent construct

ˇi

Bootstrap T-statistic
of the relation

R2

Blindfolding Q2 measure
(standard error)

C.PERF.

.461***

12.101

.213

0.171 (.087)

Source: Own elaboration.
* Signiﬁcant at p < 0.10.
** Signiﬁcant at p < 0.05.
*** Signiﬁcant at p < 0.01.

C.Imp.

O-I.Imp.

x5

x6

Em.Imp.

Su.Imp.
x8

8=

0.

19

5*

**

08*

*

*

γ2

0**

γ2 =
7 0.
4

.45

=0.222**

=0
γ 25

γ 26

**

x7

R.IMP.
η2
58
0.
21 =

**

=
γ 14

7
0.3

2*

E.F.Perf.
2
=0.77

**

CSR
η1

0*
γ 13=0.11

x3
C.Pr.

2*

γ1 =
2 0.
554
*

R2=0.338

β

33

*

S.Pr.

0.

**
26

x2

1=

.3

Em.Pr.

γ1

=0
β 42

x1

1*

**

En.Pr.

β41=0.265***

λ 14

C.PERF.
η4

C.Diff.
y2

**

R2=0.276

x4
Significant at *p<0.10; **p<0.05;***p<0.01

Figure 2
Source: Own elaboration.

λ2 =
4 0.90
6

y1

Mediating effect of relational improvements.
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Table 8

Analysis of the mediating effect of relational improvements (Validation of Structural Model).
Validation of Structural Model

Analysis of. . .

Dependent
construct

Independent
construct

ˇi

Standard
Error

Bootstrap
T-statistic of
the relation

R2

Blindfolding Q2
measure (Standard
Error)

The mediating
effect of
relational
improvements

R.IMP.

CSR
CSR
R.IMP.

.581***
.265***
.326***

.0297
.0526
.0560

18.1157
5.037
5.863

.338

.311 (.082)

.276

.174 (.088)

SIZE
CSR
SIZE

.200***
.425***
.134***

.0521
.0416
.0393

3.837
10.225
3.406

.040

.141 (.094)

.222

.172 (.088)

SIZE
CSR
CSR
R.IMP.
SIZE

.184***
.581***
.235***
.325***
.140***

.0489
.0321
.0538
.0560
.0373

3.760
18.099
4.365
5.800
3.749

.034
.338

.151 (.098)
.311 (.082)

.291

.174 (.089)

Size as a control
variable

The full model
proposed

C.PERF.
CSR
C.PERF.
CSR
R.IMP.
C.PERF.

Source: Own elaboration.
* Signiﬁcant at p < 0.10.
** Signiﬁcant at p < 0.05.
*** Signiﬁcant at p < 0.01.

1. The partial mediation model should explain more variance of the main dependent variable (C.PERF.) than
the model without mediation (R2 before = 0.213, R2
now = 0.276).
2. There is a signiﬁcant relationship between the independent variable initially considered (CSR) and the
mediating variable (ˇ21 = 0.581; signiﬁcance = 0.01).
3. There is also a signiﬁcant link between the mediating
variable and the variable initially considered as dependent (ˇ42 = 0.326; signiﬁcance = 0.01).
4. Additionally, there must be a signiﬁcant relationship
between the constructs proposed in the direct model
(RSE and C.PERF.), although this relationship should have
quite slowed down as a result of the inclusion of a mediating variable (␤41 before = 0.461, ␤41 now = 0.265).
Finally, Chin (1998) suggests a possible measure with
which to analyze the mediating effect attending to the
variation in the explained variance after the inclusion of a
mediating variable in the model:

f2 =

2
2
Rincluded
− Rexcluded
2
1 − Rincluded

2
where Rincluded
: variance explained if the mediating variable
2
is introduced; Rexcluded
: variance explained if it is not incorporated in the model.
From data shown in Tables 7 and 8, the f2 estimated
is 0.087, higher than the minimum limit of 0.02, which is
considered to state that any variable incorporated into a
model contributes to increase the explained variance significantly. Therefore, the second hypothesis is supported and it
can be stated that relational improvements have a positive
mediating effect on the relationship between developed CSR
practices and competitive performance.

Additionally, the role of size as a control variable was
checked. As it can be appreciated in Fig. 3, all estimated
path coefﬁcients are signiﬁcant at 99% and there is a greater
effect of the control variable on the development of CSR
practices than on competitive performance.
According to the results, it can be stated that size, incorporated as an exogenous variable in the model, has a very
slight effect on CSR practices and competitive performance.
It does not have a decisive incidence on the main relation
under study. In any case, through a model assembling ﬁrm
size along with the mediating effect under study, causal
relationships amongst constructs were re-examined in a last
analysis (Fig. 4).
From the results, ﬁrst it is necessary to point out that
all hypothesized paths are signiﬁcant at the 0.01 level.
The ﬁnal proposed model explains or contributes to predict
29.1% of the competitive performance variance. Likewise,
in agreement with Godos-Díez et al. (2014), two additional
and complementary tests were applied to conﬁrm the mediating effect in this full and ﬁnal model. First, the Sobel Z
test (1982) was performed to corroborate that this indirect
effect was statistically signiﬁcant (Z = 5.526; p < 0.001). Secondly, the procedure described by Preacher and Hayes in
2008 to test mediation effects was followed. According to
these authors and after applying bootstrapping technique, it
can be stated that R.IMP. partially mediates the relationship
between CSR and C.PERF. and that the indirect impact of
CSR on C.PERF. has an intensity of 0.189 and is signiﬁcant,
since 0 is not included in its estimated conﬁdence interval of standardized regression (percentile bootstrap at 95%:
0.1327---0.2721).

Discussion
The model ﬁnally proposed corroborates that the social
impact hypothesis has sufﬁcient empirical support and that
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Figure 3

The potential confounding effect of size.

Source: Own elaboration.

*

6***

3**

58

***

**
4*
20

1*

**

=
γ 14

E.F.Perf.

0.
21 =

β

*

**

***

1*
γ 13=0.15

3
0.3

R2=0.338

**

γ1 =
2 0.
548

4*

25

35

.3

0.

=0
β 42

γ1

x3
C.Pr.

0.

.44

S.Pr.

γ 26=0.22

=0
γ 25

x2

x8

R.IMP.
η2
1=

Em.Pr.

x7

x6

En.Pr.
x1

Su.Imp.

γ2 =
7 0.
406

x5

Em.Imp.

8=

O-I.Imp.

γ2

C.Imp.

1*

**

λ 14=

β41=0.235***

CSR
η1

C.PERF.
η4

R2=0.034

R2=0.291
β43=0.140***

β13=0.184***

x4
=0.
λ 33

901

SIZE
η3

λ

43 =

0.8

00

y3
Ln.T.Ass

y4
Ln.N.Emp

Significant at *p<0.10; **p<0.05;***p<0.01

Figure 4
Source: Own elaboration.

The full model proposed.

0.788

λ2 =0
4
.895

y1
C.Diff.
y2

68
the CSR has both a direct and indirect effect on SME competitive performance, precisely as some previous authors had
suggested (Aguinis and Glavas, 2012; Miras et al., 2014).
Although CSR has been discussed mainly in the context of
larger businesses, outcomes indicate that it can be used by
SMEs managers as a strategic tool for enhancing the competitiveness (Turyakira et al., 2014).
The evidence found has conﬁrmed the usefulness of the
scale developed by Lechuga (2012) to measure the level of
CSR practices implemented in SMEs. Along with other kind of
alternatives for measuring the socially responsible behaviour
of businesses, such as the measures proposed by Marín et al.
(2012) or Gallardo-Vázquez et al. (2013), the measure validated in this paper reﬂects an alternative conceptualization
of CSR from the stakeholder view. Thus, our results conﬁrm
a scale with an internal structure comparable to the scales
of Turker (2009) or Battaglia et al. (2014), with the attractiveness that our measure has been speciﬁcally validated for
SMEs of any sector.
Moreover, the model estimation and the measurement
validation of this formative variable corroborate the relevance that each dimension has to represent a heterogeneous
facet of a socially responsible behaviour. Of the four
stakeholders that make up this variable (environment,
employees, society and customers), the practices attending to employees, environment and customers contribute to
the CSR performance to a higher extent and, consequently,
practices for these three stakeholders will further enhance
the ﬁnal competitive performance. In this regard, our outcomes conﬁrm those statements that point to employees
as the stakeholder with the greatest potential to impact
on competitiveness, mainly due to their ability to increase
or decrease the levels of productivity of SMEs and their
role in the value chain of any company (Jenkins, 2006;
Spence, 2007; Hammann et al., 2009; Cegarra-Leiva et al.,
2012). On the other hand, in relation to the environment
and customers, our results support the need to plan a
socially responsible strategy that emphasizes the beneﬁts
that these two stakeholders can offer (Murillo and Lozano,
2006). Thus, this work helps to expand the current literature about the positive effect that the commitments with
the environment and customers have on business performance (Aragón-Correa et al., 2005; Chavan, 2005; Revell
et al., 2010; Gallardo-Vázquez and Sánchez-Hernández,
2014a).
At the same time, a new option to measure competitive performance has been validated. The reliability of
its inner model, with similar indicators that have been
employed in some previous measures of competitive success or increased competitiveness (Gallardo-Vázquez and
Sánchez-Hernández, 2013; Turyakira et al., 2014), allows
managers to improve their knowledge about the real effects
of CSR practices on ﬁrm performance, speciﬁcally effects on
the competitive performance in the medium- and long-term.
According to our expectations, it should be regarded as a
reﬂective construct composed of two main dimensions: one
that includes economic and ﬁnancial aspects, and another
that gathers some measures of competitive differentiation.
Therefore, our ﬁndings are in agreement with the suggestions of Mishra and Suar (2010) about the need to carry out a
double evaluation of ﬁrm performance, one from a ﬁnancial
point of view and other from a non-ﬁnancial perspective.
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In regards to the inner model of relational improvements,
the adequacy of the multi-stakeholder approach used has
been conﬁrmed (Porter and Kramer, 2006; Bhattacharya
et al., 2009; Mishra and Suar, 2010). Again, our results support the claims of those who advocate that, due to their
direct involvement in the value chain, the relationship with
employees (internal stakeholder) and customers (external
stakeholder) should be carefully managed, because they will
have a higher signiﬁcant impact on corporate performance
than other stakeholders (Berman et al., 1999; Hammann
et al., 2009). Managers interviewed are unable to appreciate
the potential competitive advantages offered by the establishment and maintenance of good and close relationships
with the local community, even though these relationships
have often been classiﬁed as relevant in some investigations
carried out in Common Law countries (Lepoutre and Heene,
2006; Niehm et al., 2008; Sweeney, 2009).
Related to causal effects, the development of CSR practices has a positive inﬂuence on competitive performance
both directly and indirectly. Therefore, according to Zhao
et al. (2010), there is a complementary mediation (i.e.
mediated effect and direct effect both exist and point in
the same direction). This partial mediation clariﬁes how
the satisfaction of stakeholders’ expectations allows for an
increase in the potential beneﬁts that SMEs can obtain,
thanks to their good relationships with internal and external stakeholders (Perrini, 2006; Worthington et al., 2006;
Fisher et al., 2009; Perrini et al., 2011). Certain previous
researchers have pointed out that social responsibility policies contribute to achieve competitive advantages (Porter
and Kramer, 2006; Moneva et al., 2007). This work veriﬁes
Porter and Kramer’s suggestions (2006), since it shows how
the integration of CSR within SMEs strategy beneﬁts stakeholders and how, in turn, these internal and external agents
react in favour of each company, offering new competitive
opportunities. In this regard, it is necessary to understand
the true value that CSR generates for the company, by way of
shared value. This value emerges to redeﬁne and innovate
products or markets; it is a value that provides improvements in the value chain, a value that, ultimately, is always
generated considering the interaction between the company
and the stakeholders (Porter and Kramer, 2011).
Finally, sometimes it has been argued that one of
the main advantages that smaller entities could have is
attributed to the inverse relationship between size and proximity to stakeholders (Russo and Tencati, 2009; Hammann
et al., 2009; Torugsa et al., 2012). Thanks to their better positioning to establish and maintain close links with
their key stakeholders, smaller ﬁrms would have greater
opportunities to take advantage of some of the competitive beneﬁts from the CSR (Niehm et al., 2008; Iturrioz
et al., 2009; Battaglia et al., 2014). In short, this research
shows that, regardless of their size, those SMEs that develop
socially responsible practices favour positive stakeholder
reactions and improve its competitiveness (Lepoutre and
Heene, 2006).

Conclusion, limitations, and future research
One of the main trends of research on CSR has been its
potential association with the ﬁnancial performance. Most
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authors suggest the social impact hypothesis as a starting
point to analyze this association, however the evidence is
still unclear, with only a few studies focused in the SMEs
ﬁeld. For this reason, this paper aimed to verify whether,
in the ﬁeld of SMEs, the development of CSR practices also
inﬂuences business performance. To tackle this objective,
empirical data were drawn primarily from personal interviews carried out in early 2011 with more than 481 Spanish
SMEs managers. Thus, the large sample of SME’s enables us
to argue our ﬁndings from a broad perspective and close to
business reality.
Firstly, the research conducted offers a new way to
evaluate the performance of socially responsible companies, adapted to SMEs. Along with the scale proposed by
Gallardo-Vázquez et al. (2013), this paper provides to Spanish managers an alternative tool for starting to learn how
to embrace and evaluate the CSR: a scale. According to
Ortiz and Kühne (2008), the strategic decisions surrounding the socially responsible behaviour of a company can
become a source of competitive advantage; thus, managers
and owners have the opportunity to take advantage of that
which the development of CSR practices provides. On the
basis of stakeholder theory, this scale can be considered as
a guide or easy-to-use checklist, which involves 24 socially
responsible practices with four key stakeholders (in order
of relative relevance): employees, environment, customers
and society.
According to outcomes reached, the priority management of employee and customer issues contributes more
to the achievement of competitive performance than the
management of environmental practices and, especially, the
development of practices related to society. As Hammann
et al. (2009) claimed, the priority management that SMEs
use with their stakeholders will be crucial to value generation. The role of relational improvements as a mediating
variable emphasizes the relevance of the good management
of employees to improve business performance and highlights the importance of this stakeholder in the CSR of SMEs
(Turker, 2009). On the contrary, regardless of the presence
of the mediating variable, the CSR practices related to society are those that contribute least to increase competitive
performance.
The contrast of the full model has allowed us to provide
evidence to support the hypothesis of social impact in the
context of SMEs. Considering the mediating effect or not,
results conﬁrm the existence of a positive and signiﬁcant
causal relationship between the level of CSR practices and
competitive performance. On this point, it is necessary to
highlight that the inclusion of a mediating variable in the
model weakens the relationship intensity between CSR and
performance, enough to state that there is a partial mediation. In this regard, as Surroca et al. noted (2010), the
debate around CSR and business performance linkage is
open. This paper exempliﬁes that there are some omitted
variables that should be considered in models proposed to
explain the relationship between these constructs.
To sum up, it has been conﬁrmed that the development of
CSR practices promotes strengthening of linkages that SMEs
have with their stakeholders and that this improvement,
in turn, positively affects competitiveness (Fitjar, 2011;
Battaglia et al., 2014; Turyakira et al., 2014). At the same
time, the validity of the CSR variable used and the relevance
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of taking into account the effect of the relational improvements conﬁrm the suitability of the stakeholder theory as
the main approach to analyze the relationship between CSR
and competitiveness (Perrini et al., 2011).
The results and conclusions drawn from this study
should be assumed considering certain limitations. First,
the evidence found can only be extrapolated to the SME
ﬁeld, mainly to small enterprises; comparisons to research
focused on larger ﬁrms should be made with caution. Furthermore, because the strategy of this type of organization
is highly conditioned by the attitude and values of the
owners/managers, results may differ signiﬁcantly for a sample of Anglo-Saxon companies. Another limitation is related
to respondents. Although most collected information for the
quantitative study was obtained from interviews with those
responsible for socially responsible management, it should
be noted that the data method relied on respondents’ subjective reporting of their ﬁrm’s CSR practices, relational
improvements and competitive performance.
Other most common limitations are those deriving from
the measurement of the constructs or from the methodology used. For instance, while in this paper the theoretical
approach of stakeholders has been used to measure the level
of CSR practices, other studies contemplating SMEs have
opted for a more classical approach of CSR, focusing on the
triple bottom line (Torugsa et al., 2012; Gallardo-Vázquez
et al., 2013). Related to structural equation modelling
applied and our data, one of the main constraints of our analysis could be the potential endogeneity problem between
CSR and competitive performance (García-Castro et al.,
2010). However, we understand that the evaluation of the
level of CSR performance is not more than the result
of socially responsible policies and strategies necessarily
undertaken in advance and that, on the other hand, our
measure of competitive performance reﬂects a momentary
assessment of business performance. In any case, we recommend the use of lagged performance indicators to solve
this limitation.
Finally, while in this paper only the mediating effect of
the SME relational capacity has been considered, studies
carried out in large companies suggest that there could be
other intangible mediating factors, such as human capital or
reputation (Surroca et al., 2010), innovation (Blanco et al.,
2013) or advertising intensity (Hull and Rothenberg, 2008;
Luo and Bhattacharya, 2009). Moreover, we are aware some
researchers have considered different organizative characteristics in addition to ﬁrm size as control variables, such
as the sector, the level of proﬁtability, the leverage or the
family character, among others. For instance, it would be
expected that enterprises belonging in sectors with a high
social or environmental risk had stronger causal effects
and that, therefore, a stratiﬁcation of the sample by sectors helped to assess in which sectors the CSR has more
relevance as a source of competitive advantages (GallardoVázquez and Sánchez-Hernández, 2013). In this regard, as a
moderator variable, it could be studied if companies belonging to more CSR sensitive sectors are able to achieve a
higher ﬁrm performance or, conversely, if CSR practices do
not offer competitive advantages in this kind of sectors,
considering that any sustainable behaviour would become
normalized and it would not offer new differentiation
opportunities.
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In addition, to overcome some of limitations above,
future research could be carried out selecting a sample
of non-Latin SMEs. In this way, the legal origin could be
evaluated as a control variable. It would also be advisable
to combine subjective measures of competitive performance with some kind of objective measure of ﬁnancial
performance. This would let us test whether the causal
relationship found from respondents’ perceptions is consistent with the real economic and ﬁnancial situation of their
companies. To ﬁnish, focusing on the structural model, the
inclusion of certain mediating variables identiﬁed in the literature could help improve the total variance explained of
business performance and design a more detailed strategic
plan.
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Moneva, J.M., Rivera, J.M., Muñoz, M.J., 2007. The corporate stakeholder commitment and social and ﬁnancial performance. Ind.
Manage. Data Syst. 107 (1), 84---102.
Moore, S.B., Manring, S.L., 2009. Strategy development in small and
medium sized enterprises for sustainability and increased value
creation. J. Cleaner Prod. 17 (2), 276---282.
Murillo, D., Lozano, J., 2006. SMEs and CSR: An approach to CSR in
their own words. J. Bus. Ethics 67 (3), 227---240.
Niehm, L.S., Swinney, J., Miller, N.J., 2008. Community social
responsibility and its consequences for family business performance. J. Small Bus. Manage. 46 (3), 331---350.
Nielsen, A.E., Thomsen, C., 2009. Investigating CSR communication in SMEs: a case study among danish middle managers. Bus.
Ethics: Eur. Rev. 18 (1), 83---93.
Orlitzky, M., Schmidt, F.L., Rynes, S.L., 2003. Corporate social and
ﬁnancial performance: a meta-analysis. Organ. Stud. 24 (3),
403---441.
Orlitzky, M., 2008. Corporate social performance and ﬁnancial performance: a research synthesis. In: Crane, A., McWilliams, A.,

71
Matten, D., Moon, J., Siegel, D.S. (Eds.), The Oxford Handbook
of CSR. University Press, Oxford, pp. 113---134.
Orlitzky, M., Siegel, D.S., Waldman, D.A., 2011. Strategic corporate
social responsibility and environmental sustainability. Bus. Soc.
50 (1), 6---27.
Ortiz, D., Kühne, S., 2008. Implementing responsible business
behavior from a strategic management perspective: developing
a framework for Austrian SMEs. J. Bus. Ethics 82 (2), 463---475.
Parker, L., 2005. Social and environmental accountability research:
a view from the commentary box. Account. Auditing Account. J.
18 (6), 842---849.
Peloza, J., 2009. The challenge of measuring ﬁnancial impacts from
investments in corporate social performance. J. Manage. 35 (6),
1518---1541.
Perrini, F., 2006. SMEs and CSR theory: evidence and implications
from an Italian perspective. J. Bus. Ethics 67 (3), 305---316.
Perrini, F., Russo, A., Tencati, A., Vurro, C., 2011. Deconstructing
the relationship between corporate social and ﬁnancial performance. J. Bus. Ethics 102 (1 Supplement), 59---76.
Polites, G.L., Roberts, N., Thatcher, J., 2012. Conceptualizing
models using multidimensional constructs: a review and guidelines for their use. Eur. J. Inf. Syst. 21, 22---48.
Porter, M., Kramer, M., 2002. The competitive advantage of corporate philanthropy. Harv. Bus. Rev. 80 (12), 56---68.
Porter, M.E., Kramer, M.R., 2006. Strategy and society: the link
between competitive advantage and corporate social responsibility. Harv. Bus. Rev. 84 (12), 78---92.
Porter, M.E., Kramer, M.R., 2011. Creating shared value. Harv. Bus.
Rev. 89 (1/2), 62---77.
Preacher, K.J., Hayes, A.F., 2008. Asymptotic and resampling strategies for assessing and comparing indirect effects in multiple
mediator models. Behav. Res. Methods 40 (3), 879---891.
Preston, L.E., O’Bannon, D.P., 1997. The corporate social-ﬁnancial
performance relationship. A typology and analysis. Bus. Soc. 36
(4), 419---429.
Revell, A., Stokes, D., Chen, H., 2010. Small businesses and the
environment: turning over a new leaf? Bus. Strategy Environ. 19
(5), 273---288.
Rodgers, W., Choy, H.L., Guiral, A., 2013. Do investors value a ﬁrm’s
commitment to social activities? J. Bus. Ethics 114 (4), 607---623.
Russo, A., Tencati, A., 2009. Formal vs. informal CSR strategies: evidence from italian micro, small, medium-sized, and large ﬁrms.
J. Bus. Ethics 85 (2 Supplement), 339---353.
Sarbutts, N., 2003. Can SMEs ‘do’ CSR? A practitioner’s view of the
ways small-and medium-sized enterprises are able to manage
reputation through corporate social responsibility. J. Commun.
Manage. 7 (4), 340---347.
Sharma, S., Vredenburg, H., 1998. Proactive corporate environmental strategy and the development of competitively valuable
organizational capabilities. Strateg. Manage. J. 19 (8), 729---753.
Sobel, M.E., 1982. Asymptotic conﬁdence intervals for indirect
effects in structural equation models. In: Leinhardt, S. (Ed.),
Sociological Methodology. American Sociological Association,
Washington DC, pp. 290---312.
Spence, L.J., 2007. CSR and small business in a European policy
context: The ﬁve ‘C’s of CSR and small business research agenda
2007. Bus. Soc. Rev. 112 (4), 533---552.
Stanaland, A.J.S., Lwin, M.O., Murphy, P.E., 2011. Consumer perceptions of the antecedents and consequences of corporate
social responsibility. J. Bus. Ethics 102 (1), 47---55.
Surroca, J., Tribo, J.A., Waddock, S., 2010. Corporate responsibility and ﬁnancial performance: the role of intangible resources.
Strateg. Manage. J. 31 (5), 463---490.
Sweeney, L., (PhD thesis) 2009. A Study of Current Practice of
Corporate Social Responsibility (CSR) and an Examination of
the Relationship between CSR and Financial Performance Using
Structural Equation Modelling (SEM). Dublin Institute of Technology.

72
Tomomi, T., 2010. Environmental management strategy for
small and medium-sized enterprises: why do SMBs practice
environmental management? Asian Bus. Manage. 9 (2),
265---280.
Torugsa, N.A., O’Donohue, W., Hecker, R., 2012. Capabilities, proactive CSR and ﬁnancial performance in SMEs: empirical evidence
from an Australian manufacturing industry sector. Jo. Bus. Ethics
109 (4), 483---500.
Turker, D., 2009. Measuring corporate social responsibility: a scale
development study. J. Bus. Ethics 85 (4), 411---427.
Turyakira, P., Venter, E., Smith, E., 2014. The impact of corporate
social responsibility factors on the competitiveness of small and
medium-sized enterprises. S. Afr. J. Econ. Manage. Sci. 17 (1),
157---172.
Waddock, S., Graves, S.B., 1997. The corporate social performanceﬁnancial performance link. Strateg. Manage. J. 18 (4), 303---319.

J. Herrera Madueño et al.
Worthington, I., Ram, M., Jones, T., 2006. ‘Giving something back’:
a study of corporate social responsibility in UK South Asian small
enterprises. Bus. Ethics 15 (1), 95---108.
Wright, R.T., Campbell, D.E., Thatcher, J.B., Roberts, N., 2012.
Operationalizing multidimensional constructs in structural equation modeling: recommendations for IS research. Commun.
Assoc. Inf. Syst. 30, article 23.
Wright, P., Ferris, S.P., 1997. Agency conﬂict and corporate strategy:
the effect of divestment on corporate value. Strategy Manage.
J. 18 (1), 77---83.
Wu, M.L., 2006. Corporate social performance, corporate ﬁnancial
performance, and ﬁrm size: a meta-analysis. J. Am. Acad. Bus.
8 (1), 163---171.
Zhao, X., Lynch, J.G., Quimei, C., 2010. Reconsidering Baron and
Kenny: myths and truths about mediation analysis. J. Consum.
Res. 37 (2), 197---206.

