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Abstract
Research background and purpose: Small and medium-sized enterprises 
(SMEs) have been proven to greatly impact the economies and their 
development of most countries. For SMEs in the tourism and hospitality 
industry, financial performance and competitiveness play a crucial role in 
regional development.
Design/methodology/approach: This study is to explore the impact of various 
aspects of corporate social responsibility (CSR) on the competitiveness and 
financial performance of SMEs in the tourism and hospitality sector in Ho Chi 
Minh City, Vietnam (HCMC), with the use of a higher-order modeling approach. 
A survey of 359 SMEs in tourism and hospitality analyzed by structural equation 
modeling (SEM) with SMART-PLS software has been carried out.
Findings: The results indicated that CSR components positively influenced 
both the competitiveness and financial performance of SMEs, significantly 
in HCMC’s tourism and hospitality sector. Additionally, competitiveness 
serves as a mediating factor in the relationship between CSR and financial 
performance. 
Value added and limitations: Following that, recommendations have been 
promoted to SMEs’ leaders and policymakers to enhance the performance 
of this sector. Furthermore, the study discusses its limitations and suggests 
directions for future research.
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1. Introduction

In recent years, under the negative impact of many objective factors, especially the 
COVID-19 pandemic and global conflicts, the world economy has been severely affected, 
resulting in a low economic growth rate. In 2020, the world witnessed a growth rate of 
-2.9% (Mahler et al., 2022). However, in this time, Vietnam has become one of the fastest-
growing economies compared to many parts of the world and reached a bright spot in 
the bleak global economic picture in which SMEs play a crucial role in the economy of 
Vietnam and completely including HCMC In particular, in 2023, Vietnam rose to 35th 
place globally in terms of economic scale, ranking among the top 40 largest economies 
in the world with an economic scale of 435 billion USD. Vietnam is also among the top 
20 countries in terms of foreign investment and the top 20 in the field of import-export 
turnover globally, and it is considered one of the leading economies in Southeast Asia 
(Vinh & Bao, 2024).

Contributing to this development, Ho Chi Minh City is the largest economic hub in 
Vietnam, with a GRDP rate of over 15% during the post-COVID-19 period (Vietnam 
General Statistics Office, 2024). Thus, it can be seen that although the contribution rate 
has decreased in recent years, HCMC still makes a significant contribution to Vietnam’s 
economy.

Figure 1. Economic growth rates of the world and Vietnam from 2014 to the 
present (annual GDP growth rate, %)

Source: World Bank (2024)
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As of January 1, 2024, HCMC owns 564,650 businesses, occupying 98% of the whole 
of Vietnam at 98% (Anh, 2024). Additionally, the revenue of the hospitality sector in 
this city reached over 4.251 billion USD, accounting for nearly 10% of the revenue in 
the commerce and services sector (Uyen, 2023), while the tourism sector generated 
more than 6.375 billion USD in revenue (Hiep, 2023). Therefore, researching the 
performance of SMEs in these fields is extremely necessary, especially their financial 
performance (hereinafter abbreviated as FP), as finance is considered the lifeblood of 
businesses. Recent studies have identified many factors affecting a company’s FP, such 
as entrepreneurial education, family characteristics, personal traits (Ratnaningtyas et 
al., 2022), leadership ability, employee motivation (Freitas et al., 2023), entrepreneurial 
experience, risk-taking behavior, interest rates, initial capital (Saghaian et al., 2022), 
technology, adaptability (Pangestu, 2022), business competence, marketing ability, 
technology use, and knowledge sharing (Achmad Daengs, 2020), and CSR (Khuong et 
al., 2020). However, by the Covid-19 pandemic, businesses have gradually shifted their 
focus from purely economic benefits to sustainable development (Liu et al., 2021; Du 
et al., 2022). Consequently, companies have regarded corporate social responsibility 
(CSR) as an essential move to build a competitive advantage and enhance business 
performance by being socially responsible and bringing benefits to the community 
(Khuong et al., 2020).

Although previous studies’ results have found that many factors affect FP, research 
gaps still exist. First, most studies mainly focus on analysing external factors (geographic 
location, law, education, interest rates, etc.) and broad internal factors (human resources, 
capital, technology, strategy, etc.), but lack in-depth research on specific strategic factors 
such as CSR or competitiveness in SMEs. Second, existing studies have been conducted 
in various localities and across different industries, yet no empirical research has 
specifically focused on the tourism and hospitality sectors in Ho Chi Minh City, despite 
their growing importance in Vietnam’s service economy. Third, previous research on 
the relationship between CSR and organisational performance has predominantly relied 
on first-order CSR models that evaluate the discrete impacts of each CSR dimension, 
thereby overlooking the overall and complex impact of CSR when it is conceptualised as 
an integrated, multidimensional construct.

This study addresses these gaps in three main ways. First, it focuses on tourism and 
hospitality SMEs in Ho Chi Minh City, a major economic hub in a rapidly growing 
emerging economy, thereby extending the CSR–performance literature to a service-
oriented SME context that has received limited attention. Second, it conceptualises 
CSR as a higher-order reflective construct based on Carroll’s framework, integrating 
economic, legal, ethical, and philanthropic responsibilities to capture the 
multidimensional nature of CSR and its aggregate effect on firm outcomes. Third, it 
explicitly examines competitiveness as both a direct outcome of CSR and a mediating 
variable in the CSR–FP relationship, providing a more nuanced explanation of how 
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CSR translates into superior financial performance for SMEs. Therefore, this study 
employs a higher-order model to evaluate the impact of CSR on the FP of SMEs in the 
tourism and hospitality sectors in Ho Chi Minh City, with competitiveness acting as 
a mediating factor.

2. Literature review

2.1. Understanding SMEs in Vietnam

SMEs are defined differently across various regions and contexts, but generally, they 
are characterized by limited size in terms of revenue, assets, or number of employees. 
According to the European Union (2003), SMEs are enterprises with fewer than 250 
employees, an annual turnover not exceeding 50 million EUR, or an annual balance 
sheet total not exceeding 43 million EUR. In contrast, in the United States, SMEs are 
typically defined as independent businesses with fewer than 500 employees (SBA Office 
of Advocacy, 2024). In Vietnam, SMEs are small-scale enterprises in terms of capital and 
labor. According to Decree No. 56/2009/ND-CP dated June 30, 2009 of the Government, 
the criteria for classifying SMEs are as below. As a consequence, for research on the 
hospitality industry, the authors make the point to research businesses operating in the 
hospitality industry with a workforce of less than 100 employees and a capital of less than 
50 billion VND.

Table 1. Criteria for SMEs’ clarification in Vietnam

Scale

Field

Agriculture, forestry, 
and fisheries sector

Industrial and 
construction sector Service area

Microenterprise

-	 Labor Scale (employee) ≤ 10 ≤ 10 ≤ 10

Small Enterprise

-	 Labor Scale (employee) 10 - 200 10 - 200 10 - 50

-	 Capital size (billion VND) ≤ 20 ≤ 20 ≤ 10

Medium enterprise

-	 Labor Scale (employee) 200 - 300 200 - 300 50 - 100

-	 Capital size (billion VND) 20 - 100 20 - 100 10 - 50
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Big enterprise

-	 Labor Scale (employee) > 300 > 300 > 100

-	 Capital size (billion VND) > 100 > 100 > 50

Source: Vietnam Government (2009)

2.2. Concepts of Corporate Social Responsibility

Although CSR has gained significant attention in recent years, there is still no widely 
accepted definition, and researchers continue to debate this issue (Nguyen & Lan, 
2021). According to Wood (2010), it is challenging to describe CSR accurately because 
researchers approach it from many different perspectives. One of the earliest scholars 
in this field, Carroll, described CSR by identifying four areas of responsibility that 
businesses need to fulfill: legal, economic, philanthropic, and ethical (Carroll, 1979). 
These are (Carroll, 1979; Khan & Fatma, 2019):

1.	 Economic Responsibility: This implies that a business must take appropriate actions 
to maximize profits for its shareholders and owners.

2.	 Legal Responsibility: This refers to a business’s obligation to operate according to 
the legal regulations of the country in which it operates.

3.	 Ethical Responsibility: This highlights that a business must operate under ethical 
values and social norms.

4.	 Philanthropic Responsibility: This reflects a business’s commitment to contributing 
to the welfare of society.

Frederick (1960) emphasized that CSR means businesses should oversee the 
activities of an economic system to meet public expectations. This means the processes 
of production and distribution should enhance overall social and economic welfare, 
suggesting that CSR involves using economic and human resources for significant 
social purposes rather than merely serving the narrow interests of a few individuals 
or enterprises. Votaw (1972) explained that CSR means the obligation of businesses 
to be accountable to the areas where they operate. (Davis, 1973) provided a broader 
definition, stating that CSR is the concern and actions of businesses to meet legal, 
economic, and technological demands. All of these definitions depict that businesses 
must meet societal and environmental expectations during their operations. Eells 
(1974) similarly viewed CSR as an interest in societal needs and goals beyond traditional 
economic interests and a greater focus on the role of businesses in supporting and 
improving social order. For small and medium enterprises, CSR is defined by Spence 
(2016) as stemming from the responsibility of business owners or managers toward 
their employees, the community, and their partners. In this study, to align with the 
characteristics of SMEs, which typically have a small scale, limited workforce, and 
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restricted production resources, the implementation of CSR is considered in line with 
Carroll’s (1979) perspective.

 2.3. Meanings of competitiveness

Many different definitions and perspectives exist on competitiveness depending on their 
approaches. First, competitiveness is defined as the ability of a business to produce goods 
and services that meet the demands to compete with all domestic and international 
rivals, thereby sustainably improving the living standards of the population (Tyson, 
1992). In 1996, the OECD defined competitiveness as a business’s ability to effectively 
use production factors to generate relatively high income. This, combined with healthy 
competition conditions in the market, allows regions and countries to develop, thus 
enabling localities, industries, and businesses to grow accordingly (OECD, 1996). 
Additionally, Dunning (1993) stated that competitiveness is the ability of businesses 
in various countries to supply goods while considering the location of production. 
Ramasamy (1995), analyzing businesses in Singapore, indicated that competitiveness is 
demonstrated through financial factors such as the ability to increase revenue, efficiency, 
and the ability to maintain competitiveness over a long period, or in other words, 
sustainability. In the study, Sanchez and Heene (2004) pointed out that an organization’s 
competitiveness is its ability to form, deploy, reinforce, maintain, and coordinate both 
internal and external resources to achieve its set goals, thereby creating a competitive 
advantage. Therefore, the competitiveness of SMEs in the hospitality sector in HCMC 
is understood as the ability to create advantages in the competitive process to achieve 
superior productivity and quality compared to competitors, thereby gaining a larger 
market share, generating higher income for residents, and laying the foundation for 
sustainable development in this economic region. This must stem from the existing 
resources of the businesses within the region.

2.4. Concepts of financial performance

The performance of SMEs is influenced by various factors, including non-financial 
elements. Research indicates that the management of assets in SMEs can be 
significantly affected by environmental characteristics such as location, scale, and 
competition (Planinc et al., 2022). Additionally, the use of non-FP measures in supply 
chain management is recognized as crucial for enhancing growth and profitability in 
small and medium-sized enterprises (Matsoso & Benedict, 2014). Furthermore, factors 
determining profitability, including efficiency and leverage, can also contribute to FP 
in SMEs (Youssef et al., 2023). Moreover, competitive priorities such as quality strategy 
and delivery can positively impact both financial and non-FP in SMEs, ultimately 
improving overall performance (Fazal et al., 2020). By considering these factors and 



71 HUNG DANG PHI DOAN
HIEU MINH VU

Management 
2026
Vol. 30, No. 2  

www.management-poland.com

effectively integrating non-financial measures, SMEs can enhance their operational 
excellence and overall performance in the business environment (Abdul Wahab et 
al., 2016). Therefore, the FP of SMEs in the hospitality sector in HCMC is measured 
through non-financial factors.

2.5. The relationship between CSR, competitiveness, and financial performance

2.5.1. The relationship between CSR and competitiveness

Chang (2011) suggested that implementing CSR not only provides substantial value 
to businesses but also creates opportunities for innovation and enhances competitive 
advantage at a reasonable investment cost. Weber (2008) demonstrated a positive 
relationship between CSR activities and a company’s competitive advantage by building 
intangible assets such as reputation and social capital. Additionally, Saeidi et al. (2015) 
pointed out that CSR practices provide competitive advantages through economic, 
managerial, and social benefits. (Bahta et al., 2021) found that businesses engaging in 
CSR can attract investors, customers, and motivate employees, thereby strengthening 
competitive advantage by differentiating their products or services from competitors 
in the market. Long et al. (2019) also discovered that CSR improves relationships with 
stakeholders, both internal and external to the company, thus enhancing competitive 
advantage. Moreover, integrating CSR into business projects can drive competitiveness 
by fostering innovation and addressing stakeholder needs (Chenavaz et al., 2023). 
According to Fan et al. (2018), customers often prefer products from companies with 
strong social reputations, creating a significant competitive advantage over rivals. As 
a result, CSR has a positive impact on competitiveness. Therefore, Hypothesis H1 is that 
CSR has a direct impact on the competitiveness of SMEs in the tourism and hospitality 
sector in HCMC.

2.5.2. The Relationship between CSR and financial performance

The relationship between CSR and a company’s FP is established in various studies. 
Zhou (2024) demonstrated that Tesco’s comprehensive CSR strategy led to increased 
customer loyalty, brand equity, and sales expansion, showing a positive correlation 
between CSR and financial success. Similarly, statistical regression analysis indicates 
that CSR activities positively affect financial outcomes, with strong evidence 
supporting the integration of Environmental, Social, and Governance (ESG) criteria 
into investment decisions to sustain long-term company performance (Li & Xu, 2024). 
Moreover, businesses that fulfill CSR obligations create a harmonious and happy 
environment, fostering trust and confidence, which translates into loyal customers, 
committed employees, and easier access to credit (Le et al., 2024). Deutsche Telekom 
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A detailed discussion of the research sample, the analysis of the collected data, the 
confrontation with the literature, and the formation of generalizations are presented in 
the next section. 

4. Results and discussion

4.1. Sample

To collect needed information, direct semi-structured interviews were conducted with 
hotel representatives. The interviews were conducted in the period April–July 2024. 
Each interview lasted approximately one hour. The answers were provided by employees 
responsible for responding to guest online reviews. They were marketing managers/
specialists, sales manager, quality manager, guest satisfaction manager and deputy hotel 
manager. Seven hotels were selected for the study, differing in size, rating, business 
profile (family/business), and type (chain/independent). Essential information about the 
hotels is presented in Table 1. Five of the hotels received guests not only from Poland, but 
also from abroad (mainly from the Czech Republic and Germany). 

At the request of some respondents, the names of the hotels have been withheld.

Table 1. Hotels covered by the study

Hotel Year 
of commencement 

Rating 
(stars)

Number  
of employees

Number  
of beds Type Profile

A 2017 4.5 100 1000 Chain Family

B 2022 3 35 133 Independent Family

C 2014 no rating 60 1100 Chain Family

D 2000 4 80 80 Independent Family

E 2022 3 60 190 Chain Family

F 1990 3 50 360 Chain Business

G 2016 4 80 380 Chain Business

Source: own study

4.2. The use of electronic word of mouth in hotels 

The first part of the interview was to determine whether indeed electronic word of mouth 
is essential for hotels and for what purpose it is used (Table 2). 

AG’s case illustrates that CSR positively impacts FP, as evidenced by improved profits 
and Return on Assets (ROA) (Romadhon et al., 2024). Singh and Misra (2021) proved 
that CSR initiatives integrated into organizational strategies generate shared value 
for both businesses and society. In South Korea, CSR activities have been shown to 
boost company performance, especially in high-growth industries, indicating that 
CSR can accelerate economic efficiency in rapidly developing fields (Chang & Yoo, 
2023). Finally, in the context of small enterprises, CSR has been found to positively 
affect market performance and current profits, suggesting that CSR can be a strategic 
tool for achieving sustainable competitive advantage (Dzage & Szabados, 2024). 
Overall, the evidence from these studies underscores that CSR is not only a moral 
and ethical imperative but also a strategic approach that can drive business success 
by enhancing reputation, boosting customer loyalty, attracting investment, and 
improving FP. Completely, CSR has a positive impact on FP. Therefore, Hypothesis 
H2 is CSR has a direct impact on the FP of SMEs in the tourism and hospitality sector 
in HCMC.

2.5.3. The Relationship between competitiveness and financial performance

Jaisinghani et al. (2023) emphasized the close relationship between competitiveness 
and FP, arguing that enhanced competitive capabilities drove more effective financial 
management practices. Similarly, Badulescu et al. (2020) highlighted that the 
competitiveness of SMEs in the tourism sector was strongly linked to FP, as financial 
efficiency not only reflected a firm’s strength but also determined its ability to expand and 
maintain its position in a highly competitive market. Additionally, the study by Satria et 
al. (2023) confirmed that improving competitiveness led to significant enhancements in 
a company’s financial outcomes. Therefore, Hypothesis H3 is Competitiveness has a direct 
impact on the FP of SMEs in the tourism and hospitality sector in HCMC.

Research on MSMEs in Buleleng Regency revealed that while CSR directly impacts 
competitive advantage, it does not significantly affect FP unless mediated by competitive 
advantage (Yasrawan et al., 2023). Similarly, a study on SMEs in East Java found that 
CSR programs enhance competitive advantage, leading to business sustainability, 
indicating that competitive advantage mediates the relationship between CSR and long-
term financial success (Rochayatun et al., 2023). In the context of Tunisian companies, 
CSR positively impacts competitive advantage through intangible resources such as 
human capital and reputation, thereby improving FP (Hamdoun et al., 2022). This 
mediating role is further supported by research on Nigerian companies, where 
competitive advantage was found to mediate the relationship between Corporate Social 
and Environmental Responsibility (CSER) and FP, consistent with Resource-Based 
Theory (RBT) (Orakwue & Oghuvwu, 2019). Thus, the relationship between CSR, 
competitiveness, and FP in businesses is evident. Hypothesis H4 is Competitiveness 
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mediates the relationship between CSR and the FP of SMEs in the tourism and hospitality 
sector in HCMC.

From the literature review presented above, the authors propose the research model as 
shown in Figure 2.

Figure 2. Proposed research model

Source: own study

3. Methods

The quantitative research method is chosen to determine the relationship between CSR, 
Competitiveness, and FP through a high-order model. The data were collected through 
SMEs in the tourism and hospitality industry in HCMC, Vietnam.

The convenience sampling method was applied, also, the number of respondents 
was regularly updated to ensure that the research sample obtained such as age, gender, 
education level of respondents, and the time of operation of the business. Ensuring 
respondents achieve a full understanding of CSR, Competitiveness, and FP, respondents 
are selected to be the leaders or managers. Following Hair et al. (2017), minimum 
sample size in PLS-SEM should be determined primarily based on model complexity, 
particularly the largest number of arrows pointing at a latent construct, rather than by 
simply multiplying the number of observed variables by a constant. In the proposed 
model, the maximum number of structural paths pointing at a single construct is two 
(CSR and competitiveness both point at FP), indicating that a relatively modest sample 
size would be sufficient. In this study, 400 questionnaires were distributed to SMEs, 
and 359 valid responses were obtained and used for analysis, comfortably exceeding 
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commonly recommended minimum sample size requirements for PLS-SEM. Hence, 
with 27 observed variables (Table 2), the minimum sample size should be 270. Later, 400 
questionnaires were sent out, and 359 responses were collected and fully processed for 
analysis.

Table 2. Research scales

Variable Source

Economic
Responsibility

The company effectively manages operational and running costs.
Maignan & 
Ferrell, 2001The company continuously improves product quality.

Customer satisfaction is a key criterion in evaluating business performance.

The company has a vision for long-term business strategy development.

The company effectively enhances employee productivity.

Legal 
Responsibility

The company accurately reports business performance information.
Maignan & 
Ferrell, 2001Products comply with legally regulated standards.

The company complies with regulations and employee rights in recruitment 
and labor management.

Business managers strive to comply with environmental laws and 
regulations.

Ethical 
Responsibility

The company adheres to ethical conduct rules.
Maignan & 
Ferrell, 2001In the employee evaluation process, good treatment of colleagues and 

business partners is emphasized.

The company organizes training programs on professional ethics.

Employees are required to provide complete and accurate information to 
customers.

Philanthropic 
Responsibility

The company encourages employees to participate in community support 
activities as well as personal development programs. Maignan & 

Ferrell, 2001
The company has a policy to prioritize job opportunities for employees’ 
family members.

The company contributes to charities, schools, and local businesses.

The company has a specific plan to reduce energy consumption and material 
waste in business operations.
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Competitive-
ness

The company has better product quality than its competitors.
Hou et al., 
2019; 
Yang et al., 
2011

The company’s image is rated higher than its competitors.

The company has better growth than its competitors.

The company’s products are more differentiated and diverse than its com-
petitors.

The company has a higher position in the market than its competitors.

Competitors have difficulty facing the company’s competitive advantage.

Financial 
Performance

The company’s operational costs and the profitability of the previous year.
Lorentz et 
al., 2016; 
Ramirez-
Contreras et 
al., 2020

Financial results and net profit margin of the previous year.

Sales growth during the last year.

Cash flow of the previous year.

Source: own study

The five-point Likert scale was used and inherited from the CSR scale of Maignan 
and Ferrell (2001); the Competitiveness scale of Yang et al. (2011), (Hou et al., 2019), 
and the FP scale of Lorentz et al. (2016) and Ramirez-Contreras et al. (2020). Later, 
7 experts were interviewed to adjust the observations to suit the practical context of 
the tourism and hospitality industry in HCMC. In this study, CSR is operationalised 
as a second-order reflective construct that captures the four dimensions of Carroll’s 
framework: economic responsibility (CSR-ECO), legal responsibility (CSR-LEG), 
ethical responsibility (CSR-ETH), and philanthropic responsibility (CSR-PHI). Each 
first-order construct is measured reflectively by multiple items adapted from Maignan 
and Ferrell (2001) and refined through expert interviews to fit the context of tourism and 
hospitality SMEs in Ho Chi Minh City. The higher-order CSR construct thus reflects 
the shared variance of these four first-order dimensions and represents the overall 
level of CSR engagement at the firm level. To estimate the higher-order CSR construct, 
the study adopts a reflective–reflective specification using the two-stage approach in 
partial least squares structural equation modeling (PLS-SEM), as recommended by 
Hair et al. (2017). In the first stage, the measurement models of the four first-order 
CSR constructs are assessed and validated in terms of reliability, convergent validity, 
and discriminant validity. Once satisfactory measurement properties are established, 
latent variable scores of CSR-ECO, CSR-LEG, CSR-ETH, and CSR-PHI are generated 
and used as indicators of the second-order CSR construct in the structural model. 
This approach allows for a parsimonious representation of CSR while preserving its 
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multidimensional structure and avoiding potential estimation problems arising from 
an excessive number of indicators.

4. Findings

4.1. Data description

As shown in Table 3, the research sample encompasses a wide range of demographic 
and organizational characteristics, including gender, age, education level, and years of 
business operation. This diversity suggests that the sample is reasonably representative of 
SMEs in the tourism and hospitality sector in HCMC and supports the generalizability 
of the study’s findings.

Table 3. Descriptive statistics of the research sample

Education Operation 
Duration

Male Female

Age

< 30 30 - 40 40 - 50 > 40 < 30 30 - 40 40 - 50 > 40

Intermediate 
Degree

< 5 years 4 3 2 3 4 0 2 1

5 - 10 years 3 1 2 0 3 2 1 1

10 - 15 years 4 1 0 1 4 2 2 0

> 15 years 1 2 2 0 1 2 1 0

The Degree of 
Associate

< 5 years 10 4 9 8 3 3 3 4

5 - 10 years 4 2 4 2 7 7 1 3

10 - 15 years 4 3 5 2 8 1 2 2

> 15 years 8 1 3 3 6 2 5 1

Bachelor’s 
Degree

< 5 years 3 5 5 3 3 4 2 3

5 - 10 years 2 4 0 2 2 4 1 3

10 - 15 years 4 5 3 1 7 2 2 0

> 15 years 4 5 3 2 4 0 0 3

Postgraduate 
Degree

< 5 years 5 7 0 2 1 7 3 3

5 - 10 years 0 0 1 1 7 4 2 0

10 - 15 years 1 1 2 3 5 1 1 1

> 15 years 5 1 3 2 5 2 2 5

Source: own study
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4.2. Evaluation of the first-order model for the CSR scale

The CSR scale in the research model is a second-order factor reflected through four 
first-order factors: Economic Responsibility (CSR-ECO), Legal Responsibility (CSR-
LEG), Ethical Responsibility (CSR-ETH), and Philanthropic Responsibility (CSR-
PHI). Because the second-order factor does not have a direct measurement component 
scale and direct observation variables, the measurement of the CSR factor is conducted 
through the observation variables of the CSR component concepts defined according 
to Carroll’s theory (1991). The results of the first-order factor analysis are shown in 
Figure 3.

Figure 3. The path weight results of the first-order scale factors affecting 
CSR.

Source: own study

Table 4 shows that all observed variables have outer loadings greater than 0.5, meeting 
the reliability requirements (Hulland, 1999).
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Table 4. Matrix table of first-order outer loadings of CSR scale

No. Variables CSR-ECO CSR-ETH CSR-LEG CSR-PHI

1 CSR-ECO1 0.874      

2 CSR-ECO2 0.864      

3 CSR-ECO3 0.820      

4 CSR-ECO4 0.772      

5 CSR-ECO5 0.839      

6 CSR-ETH1   0.846    

7 CSR-ETH2   0.841    

8 CSR-ETH3   0.846    

9 CSR-ETH4   0.815    

10 CSR-LEG1     0.802  

11 CSR-LEG2     0.859  

12 CSR-LEG3     0.835  

13 CSR-LEG4     0.862  

14 CSR-PHI1       0.888

15 CSR-PHI2       0.846

16 CSR-PHI3       0.840

17 CSR-PHI4       0.865

Source: own study

Table 5 shows the Cronbach’s alpha coefficient of the factors, with values ​​from 
0.858 to 0.891 and which confirms the convergent validity of the scale. In addition, 
multicollinearity does not occur.
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Table 5. Results of the CSR scale reliability test

  Cronbach’s Alpha rho_A Composite Reliability AVE VIF

CSR-ECO 0.891 0.895 0.920 0.696 1.699

CSR-ETH 0.858 0.858 0.904 0.701 1.560

CSR-LEG 0.861 0.863 0.906 0.706 1.631

CSR-PHI 0.882 0.883 0.919 0.739 1.232

Source: own study

Table 6 shows that the first-order components of the CSR scale (CSR-ECO, CSR-
LEG, CSR-ETH, CSR-PHI) all meet the requirements of reliability, convergence, and 
discrimination of the scale, so they can be measured for the second-order scale on CSR.

Table 6. Discrimination test table – Fornell-Larcker coefficient

  CSR CSR-ECO CSR-ETH CSR-LEG CSR-PHI

CSR          

CSR-ECO 0.849 0.835      

CSR-ETH 0.775 0.515 0.837    

CSR-LEG 0.785 0.565 0.509 0.84  

CSR-PHI 0.63 0.379 0.369 0.314 0.86

Source: own study

4.3. Evaluation of the second-order model for the CSR scale

Table 7 presents the results of the measurement model evaluation for all three constructs 
(COM, CSR, FP). All outer loadings exceed the recommended threshold of 0.7, Cronbach’s 
Alpha and Composite Reliability values exceed 0.7, and AVE values exceed 0.5, 
confirming that all scales satisfy the requirements of reliability and convergent validity. 
In addition, VIF values for all items are below 3.0, indicating no serious multicollinearity 
issue among the indicators.
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Table 7. Summary table of scale evaluation

Items Variables VIF Outer loading Cronbach’s 
Alpha

Composite 
Reliability AVE

COM

COM1 2.456 0.844

0.916 0.934 0.703

COM2 2.356 0.837

COM3 2.334 0.823

COM4 2.342 0.826

COM5 2.738 0.862

COM6 2.444 0.840

CSR

CSR-ECO 1.699 0.806

0.760 0.848 0.584
CSR-ETH 1.56 0.780

CSR-LEG 1.631 0.789

CSR-PHI 1.232 0.765

FP

FP1 2.506 0.879

0.868 0.910 0.717
FP2 2.108 0.848

FP3 2.03 0.842

FP4 1.892 0.815

Source: own study

Table 8. Discriminant validity

COM CSR FP

COM 0.839

CSR 0.725 0.764

FP 0.681 0.596 0.847

Source: own study
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Table 9 confirms that common method bias does not exist, as all VIF values ​​are below 
the threshold of 3.0 (Hair et al., 2020).

Table 9. VIF coefficient

   FP  CSR  COM 

 FP      

 CSR  2.109    

 COM  2.109  1.000  

Source: own study

4.4. Evaluate the structural model

Table 10 and Figure 4 present the results of the structural model estimation for the 
relationships among CSR, competitiveness (COM), and financial performance (FP). 
As shown in Table 10, CSR has a positive and statistically significant direct effect on 
competitiveness (H1: β = 0.725, t = 24.699, p < 0.001), indicating that higher levels of 
CSR are associated with stronger competitive capabilities among SMEs in the tourism 
and hospitality sector in HCMC. CSR also exerts a positive and significant direct 
effect on FP (H2: β = 0.216, t = 3.887, p < 0.001), suggesting that CSR practices can 
directly enhance the financial outcomes of these firms. Furthermore, competitiveness 
has a positive and highly significant direct impact on FP (H3: β = 0.525, t = 9.091,  
p < 0.001), confirming that firms with superior competitive positions tend to achieve 
better FP.

Table 10. Hypothesis evaluation

Hypothesises Original Sample T Statistics P Values Conclude

H3 COM -> FP 0.525 9.091 0.0000 Accepted

H1 CSR -> COM 0.725 24.699 0.0000 Accepted

H2 CSR -> FP 0.216 3.887 0.0000 Accepted

Source: own study
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Figure 4. Structural model

Source: own study

Figure 4 displays the structural model, including the estimated path coefficients 
and the coefficient of determination (R²) values. The R² value for FP is 0.486, 
indicating that CSR and competitiveness jointly explain 48.6% of the variance in FP. 
This suggests that the model provides a substantial level of explanatory power for the 
financial performance of SMEs in the tourism and hospitality industry in HCMC. 
In addition, the R² value for competitiveness shows that CSR accounts for a large 
proportion of the variance in competitive advantage, underscoring the central role 
of CSR in shaping SMEs’ competitiveness.

The predictive relevance of the structural model was assessed using the blindfolding 
procedure and Q² statistics. As reported in Table 11, the Q² values for COM (Q² 
= 0.366) and FP (Q² = 0.344) are well above zero, indicating that the model has 
adequate predictive relevance for these endogenous constructs. Taken together, the 
R² and Q² results confirm that the proposed structural model is both explanatory 
and predictive for the relationships among CSR, competitiveness, and FP.

Table 11. Analysis of Q2 values

  SSO SSE Q² (=1-SSE/SSO)

COM 2154 1366.504 0.366
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FP 1436 942.541 0.344

CSR 1436 1436  

Source: own study

 4.5. Mediation analysis

To examine the mediating role of competitiveness in the relationship between CSR 
and financial performance (FP), a mediation analysis was conducted using the 
bootstrapping procedure. Table 12 presents the results of the mediation analysis, 
including the direct effect of CSR on FP (CSR → FP) and the indirect effect of CSR 
on FP through competitiveness (CSR → COM → FP). The direct effect of CSR on 
FP remains positive and statistically significant (β = 0.216, t = 3.887, p < 0.001), 
while the indirect effect through competitiveness is also positive and statistically 
significant (β = 0.381, t = 9.102, p < 0.001). Because both the direct and indirect 
effects are significant, competitiveness is identified as a complementary mediator in 
the relationship between CSR and FP. These findings indicate that CSR contributes 
to financial performance both directly and indirectly through competitiveness. 
Therefore, the results support Hypothesis H4, which proposes that competitiveness 
mediates the relationship between CSR and FP among SMEs in the tourism and 
hospitality sector in HCMC.

Because both the direct and indirect effects are significant, competitiveness is 
identified as a complementary mediator in the CSR–FP relationship. This means that 
CSR improves FP not only directly but also indirectly by enhancing firms’ competitive 
advantage. Consequently, hypothesis H4, which posits that competitiveness mediates 
the relationship between CSR and FP in SMEs in the tourism and hospitality sector 
in HCMC, is supported. These findings highlight the importance of competitiveness 
as a key mechanism through which CSR initiatives translate into superior financial 
performance.

Table 12. Evaluation of the intermediate impact of the COM factor

Original 
Sample

T 
Statistics P Values Significance 

(p<0.05)?
Kind of 

mediator Conclude

CSR -> FP 0.216 3.887 0.0000 Yes
Complementary H4: Accepted

CSR -> COM -> FP 0.381 9.102 0.0000 Yes

Source: own study
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5. Discussion

The research results indicate that SMEs in the tourism and hospitality sector in 
HCMC are particularly concerned with CSR activities to enhance their competitive 
advantage and improve FP. First, at a significant level of 5%, the study identified a strong 
impact of CSR on business competitiveness. This finding aligns with previous studies 
(Chang, 2011; Chenavaz et al., 2023; Long et al., 2019; Saeidi et al., 2015; Weber, 2008), 
which emphasize that CSR, whether directly or indirectly, can positively influence the 
performance and profitability of SMEs in the tourism and hospitality industry. Second, 
regarding Hypothesis H2, the results reveal that CSR has a significantly positive impact 
on FP at a p-value of <0.05. This discovery is consistent with previous research (Chang 
& Yoo, 2023; Li & Xu, 2024; Romadhon et al., 2024; Singh & Misra, 2021; Zhou, 2024), 
which has highlighted how CSR components influence FP. Third, the study also found 
a significant positive relationship between Competitiveness and FP. This result is in 
line with prior research (Badulescu et al., 2020; Jaisinghani et al., 2023; Satria et al., 
2023), reinforcing the validity of Hypothesis H3. Finally, to test Hypothesis H4, the 
study examined the mediating role of competitiveness in the relationship between CSR 
and FP. The findings indicate that this mediation is statistically significant, supporting 
Hypothesis H4. This result is consistent with previous studies (Rochayatun et al., 2023; 
Yasrawan et al., 2023).

Although the study findings are similar to previous research, however, they also 
introduce new insights in terms of the different views of the impact of independent and 
mediating variables on the dependent variable and their new and unique application 
of a higher-order model to analyze the impact of CSR on competitiveness and FP. As 
a result, the study provides both theoretical and practical significance, contributing 
to the application of second-order modeling in in-depth analyses of CSR and business 
performance.

6. Conclusions

The empirical findings indicate that CSR has a direct and positive impact on both 
competitiveness and financial performance, while competitiveness exerts a direct positive 
effect on financial performance. In addition, competitiveness plays a complementary 
mediating role in the CSR–FP relationship, suggesting that CSR enhances financial 
outcomes not only directly but also indirectly through improved competitive 
capabilities. In a developing country like Vietnam, particularly among SMEs in Ho Chi 
Minh City, CSR is still not widely adopted; however, in recent years, businesses have 
increasingly recognised CSR as a strategic tool to enhance competitiveness and improve 
financial performance. CSR not only helps firms attract attention from stakeholders but 
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also provides a competitive advantage in an increasingly dynamic market, ultimately 
supporting more sustainable growth.

The uniqueness of this study lies in its contribution to the theoretical foundation 
regarding the mediating role of competitiveness and its methodological approach. 
Specifically, it fills a gap in the existing literature by empirically testing the mediating 
effect of competitiveness in the CSR–FP relationship within the tourism and hospitality 
sector in Ho Chi Minh City and by modelling CSR as a higher-order construct based on 
Carroll’s framework. The application of a higher-order model to analyse the impact of 
CSR demonstrates the usefulness of this approach in empirical research and enriches 
the current theoretical framework on CSR, competitiveness, and financial performance 
in emerging-market SMEs. Building on these insights, the study proposes several 
managerial implications for SMEs in the tourism and hospitality industry, such as 
integrating CSR into overall business strategy rather than treating it as a peripheral 
activity, adopting cost-effective yet impactful CSR practices, combining environmental 
initiatives with community-oriented programs, and strengthening relationships with 
relevant authorities inside and outside Vietnam. 

Although this study offers several contributions, it is subject to some limitations that 
should be acknowledged. First, the empirical analysis focuses exclusively on SMEs in the 
tourism and hospitality sector in Ho Chi Minh City, which may limit the generalisability 
of the findings to other industries, regions, or types of firms. Future studies could extend 
the research framework to other cities in Vietnam, different service sectors, or SMEs in 
manufacturing and high-tech industries to examine whether the CSR–competitiveness–
FP relationships hold in diverse contexts.

Second, the data were collected using a cross-sectional survey with self-reported 
measures from owners and managers, which raises concerns about common method bias 
and restricts the ability to infer strong causal relationships. Although statistical checks, 
such as variance inflation factors below recommended thresholds, suggest that common 
method bias is unlikely to be a serious threat, longitudinal designs or multi-source data 
combining survey responses with objective financial indicators would provide a more 
robust basis for testing the proposed relationships over time.

Third, the study relies on convenience sampling, which, while practical for 
accessing SMEs, may not fully capture the population of tourism and hospitality 
SMEs in Ho Chi Minh City and could introduce sampling bias. Future research 
is encouraged to employ probabilistic sampling techniques where feasible and to 
incorporate additional contextual variables (e.g., institutional support, market 
turbulence, firm size, ownership structure) as moderators or mediators to further 
unpack the mechanisms through which CSR inf luences competitiveness and 
financial performance.
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