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ABSTRACT: The present study intends to examine the impact of corporate social responsibility components, 

as proposed by Carroll, together with environmental responsibility, on business model innovation, competitive 

advantage, and firm performance within the context of small and medium-sized enterprises. The results of this 

study were obtained through the examination of 483 questionnaires collected from small and medium-sized 

enterprises in Iran. The application of structural equation modelling was employed to assess the validity of the 

conceptual model. The findings of this study indicate that the various elements of corporate social 

responsibility (except for philanthropic and environmental aspects) have a direct and statistically significant 

impact on business model innovation. Furthermore, it is worth noting that business model innovation has a 

direct and substantial impact on competitive advantage. Moreover, the results of this study demonstrate a direct 

and substantial impact of competitive advantage on firm performance. This study represents one of the first 

investigations that particularly analyzes the influence of individual dimensions of corporate social responsibility 

on the process of business model creation, as far as our knowledge goes. This study incorporates a novel 

feature, namely environmental responsibility, into Carroll's existing model, in response to the growing 

significance of environmental concerns. The findings of this study provide managers with an enhanced 

understanding of corporate social responsibility and its impact on organizational performance. This study 

demonstrates to managers the significance of directing their attention towards specific dimensions of corporate 

social responsibility that can potentiate business model innovation. 

 

KEYWORDS - Corporate social responsibility, Environmental responsibility, Business model innovation, 

Competitive advantage, Firm performance. 

 

I. INTRODUCTION 
Corporate social responsibility (CSR) is a strategic category within organizations' operations that has 

gained substantial appeal and has experienced tremendous growth concerning sustainable development (Ye et 

al., 2020). The significance of becoming a socially responsible firm has increased significantly in recent times. 

The shifting societal norms have led to corresponding changes in the expectations of customers, partners, and 

staff (Rexhepi et al., 2013). Recently, CSR has gained significant interest and engagement from scholars and 

academics. Over time, numerous scholars have conducted investigations to examine the potential impact of  

CSR on organizational performance (Bahta et al., 2021; Hu et al., 2020; Le et al., 2021; Rhou et al., 2016). CSR 

is extensively recognized as a multifaceted concept that reflects a company's efforts to meet the expectations and 

demands of its diverse stakeholders concerning the environment, society, and individuals (Ngo & Le, 2023).  

CSR incorporates a range of initiatives undertaken by firms that ultimately yield societal benefits (Han et al., 

2020), and enhance societal conditions (Armstrong & Green, 2013), and the main purpose of this endeavor is to 

exert a constructive influence on the stakeholders (Armstrong & Green, 2013; Rodríguez et al., 2013). 

The concept of the business model has garnered significant attention from researchers, academics, and 

market participants since the mid-1990s (Zott et al., 2011). The business model encompasses the assessment of 

the value that organizations offer, the methods employed to generate this value, and the strategies employed to 

derive profit from the generated value (Magretta, 2002; Remane et al., 2017). 

Since the mid-1990s, there have been notable transformations in markets and industries, including but 

not limited to globalization, the advent of the Internet, and the dynamic nature of markets  (Anwar, 2018; Sun et 

al., 2016). In light of the dynamic and evolving competitive landscape, along with the rapid replication of 

successful business models by rival firms, there exists a potential peril for business models to lose their efficacy 

and become outdated (Saebi et al., 2017). One potential solution to address the issue of stagnant business 

models is to foster business model innovation (BMI) that considers the inherent dynamics of the business 

environment (Chen, 2022). The use of BMI enables organizations to effectively navigate market fluctuations 
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and maintain their financial viability (Foss & Saebi, 2017). Consequently, because of the benefits that BMI 

offers to organizations, scholars and researchers have devoted significant scholarly interest to this subject in 

recent years (Anwar, 2018; Chen, 2022; Cosenz & Noto, 2018; Futterer et al., 2018). Given the increasing 

prominence of CSR in the delivery of value propositions to customers, it is probable that there would be a 

significant correlation between CSR and BMI. Several groundbreaking studies have explored the potential 

correlation involving these two phenomena (Carayannis et al., 2014; Futterer et al., 2018; Schneider & Spieth, 

2013). CSR initiatives that address the broader goal of sustainability, particularly through promoting inclusive 

growth and targeting low-income consumers, have the potential to drive substantial BMI (Geissdoerfer et al., 

2018). In summary, these studies have underscored the significance of CSR  as a precursor to BMI, and have 

advocated for the integration of CSR principles into the business models of enterprises  (Hu et al., 2020). BMIs 

are undertaken for the reason of preserving competitive advantage (CA). With constrained resources in 

manpower and capital, companies would rather focus CSR activities on few specific issues than develop full 

strategies of engagement with stakeholders (Chen, 2022). Previous studies have suggested that innovation and 

CSR should be considered important determinants of firm’s performance indicators (Martinez-Conesa et al., 

2017). 

Over the course of history, a multitude of scholars and academics have conducted extensive 

investigations into the possible influence of CSR on the performance of organizations (Bahta et al., 2021; Hu et 

al., 2020; Le et al., 2021; Rhou et al., 2016). The present inquiry pertains to whether adherence to social 

responsibility can have an indirect impact on performance by impacting BMI and CA. In essence, there is a 

query regarding the feasibility of firms simultaneously upholding their social obligation and achieving 

profitability. 

The existing body of literature exhibits several areas that need attention and resolution. One notable 

limitation is that a limited number of studies within this particular domain have only examined commercial BMI 

measurements. The existing scholarly literature mostly focuses on examining the influence of CSR on BMI in 

relation to social or sustainable business models (Yunus et al., 2010). Social or sustainable business models 

primarily focus on addressing social and environmental issues, which diverge significantly from commercial 

company models that primarily prioritize profit development (Geissdoerfer et al., 2018). Nevertheless, the 

predominant emphasis of most firms lies in strictly commercial business models, with a tendency to overlook 

social business models due to their primary impetus being profit generation (Dentchev et al., 2016). Hence, the 

existing body of literature lacks sufficient evidence to definitively ascertain the extent to which corporations 

demonstrate a genuine inclination towards incorporating CSR into their operational frameworks. 

One limitation is the scarcity of research investigating the correlation between CSR and BMI, which 

hinders a comprehensive understanding of the potential positive impact of CSR on BMI. Furthermore, there is a 

paucity of studies examining the influence of CSR on BMI. The existing body of literature does not provide a 

definitive response about the necessity of firms integrating CSR into their business models (Hu et al., 2020).  

Furthermore, based on current information, the majority of studies examining the correlation between 

CSR and BMI have primarily treated BMI as a variable. However, in this particular study, we want to explore 

the influence of five distinct aspects of CSR on BMI. 

This study seeks to examine the correlation between CSR initiatives, CA, and firm performance (FP) 

within the context of small and medium-sized enterprises (SMEs) in Iran. Within the realm of CSR, various 

models have been developed. Among these models, one that has gained significant recognition is Carroll's 

pyramid of social responsibility, comprising four distinct levels (Carroll, 1991; Hamid et al., 2020; Jamali & 

Karam, 2018; Lu et al., 2020; Smirnova, 2012; Yılmazdogan et al., 2015), and the fifth dimension that we 

consider for CSR (environmental responsibility). 

Therefore, the present study intends to address the following research questions: (i) Is it possible for 

corporations to strengthen the social elements of their value-generating systems in order to enhance their 

business models or use CSR-based business strategies to develop altogether new business models? (ii) Does 

active engagement in CSR initiatives contribute to promote a firm's CA? (iii) Can companies improve their 

performance through CSR? The introduction should briefly place the study in a broad context and highlight why 

it is important. It should define the purpose of the work and its significance. Please highlight controversial and 

diverging hypotheses when necessary. Finally, briefly mention the main aim of the work and highlight the 

principal conclusions. As far as possible, please keep the introduction comprehensible to scientists outside your 

particular field of research. 
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II.  LITERATURE REVIEW 
2.1. Corporate Social Responsibility 

CSR has emerged as a significant concern for managers and business owners across various countries, 

both developed and developing. While historical evidence suggests that the consideration of moral principles 

and societal benefits has been present for centuries (Asongu, 2007), the academic exploration of this subject 

began in 1953, with subsequent scholarly studies primarily conducted thereafter  (Carroll, 1999). The notion of 

CSR has undergone extensive examination and analysis over time, resulting in the formulation of numerous 

definitions through various research and evaluations. Each of these definitions offers a distinct perspective on 

the concept of social responsibility, resulting in divergent interpretations. Nevertheless, a persistent concern 

among researchers and corporate managers revolves around the perceived financial burden associated with CSR 

initiatives. Additionally, there is a growing interest in understanding how CSR might impact company 

performance, particularly in terms of enhancing financial outcomes. 

In recent years, scholars have conducted investigations on the direct and indirect effects of CSR on FP  

(Bahta et al., 2021; Hu et al., 2020; Kang et al., 2010; Key & Popkin, 1998; Le et al., 2021; McWilliams & 

Siegel, 2000; Rhou et al., 2016; Roman et al., 1999). Numerous studies have examined the direct and indirect 

effects of CSR on FP, with a prevailing consensus suggesting a correlation between CSR and FP  (Bahta et al., 

2021; Frooman, 1997; Griffin & Mahon, 1997; Key & Popkin, 1998; Le Thanh et al., 2021; Roman et al., 1999; 

Waddock & Graves, 1997) ;Saeidi et al., 2015). The study performed by Saeidi et al. (2015) examined the 

impact of CSR on FP. The research focused on Iranian enterprises revealed that the association between CSR 

and FP is characterized by complete mediation. In contemporary times, the significance of CSR on CA has 

emerged as a distinct area of scholarly investigation, garnering increasing attention from researchers and 

scholars alike (Nyuur et al., 2019; Porter & Kramer, 2006). Scholars have reached the determination that CSR 

can serve as a strategic instrument for organizations to attain CA (Porter & Kramer, 2006; Zhao et al., 2019). 

 

2.2. Economic Responsibility 

The economic dimension of CSR pertains to the corporation’s obligations and duties towards its 

diverse stakeholders in terms of economic matters (Abdulalem & Basri, 2018). The economic dimensions of 

CSR are frequently misconstrued as being interchangeable with matters pertaining solely to finance. However, 

the economic responsibility entails more than just firms being financially accountable and documenting 

employment statistics and debts in their most recent corporate responsibility report. The economic aspect of 

CSR should primarily focus on assessing the direct and indirect economic effects that an organization’s 

activities have on the local community and its stakeholders. Corporate economic responsibility refers to the 

several components that constitute the concept (Uddin et al., 2008). The findings of Hu et al. (2020) suggest that 

CSR has a statistically significant and favorable impact on BMI. Therefore, we propose this hypothesis: 

H1. Economic CSR has direct and significant effects on BMI. 

 

2.3. Legal Responsibility 

CSR is a multidisciplinary field that intersects with various branches of law, encompassing 

international law, European law, corporate law, corporate governance, tort law, contract law, procedural law, 

labor law, environmental law, and criminal law. Each of these domains has a significant role in the improvement 

of CSR, and eventually in addressing the critical global concerns that exist  (Lambooy, 2014). The legal 

component is a matter of potential significance for governments in both welfare nations and emerging states. 

The legal requirements of companies might hypothetically aid a government in succeeding its welfare state 

objectives, which may be of a political nature or justified in legal mandates (Buhmann, 2006). The legal aspect 

pertains to the obligations of an entity to adhere to the laws and regulations established by governing authorities 

(Abdulalem & Basri, 2018). McWilliams & Siegel (2000) suggested that the involvement in CSR initiatives and 

the effective use of resources can potentially contribute to a rise in investment in research and development, thus 

leading to enhanced levels of innovation. Therefore, we propose this hypothesis: 

H2. Legal CSR has direct and significant effects on BMI. 

 

2.4. Ethical Responsibility 

The ethical dimension pertains to the corporation's commitment to exhibit fairness in decision-making 

and performance, extending beyond its legal responsibilities (Abdulalem & Basri, 2018). Effective CSR 

management involves intricate ethical considerations and requires the organization to prepare well-informed and 

justified ethical assessments regarding what is morally correct and beneficial for all its stakeholders. In order to 

make ethical judgements that are well-informed and supported, firms must engage in a thorough analysis and 

evaluation of the concepts, principles, and theories that they rely on to establish and justify their management 

philosophies and normative assertions regarding social responsibility (García-Rosell et al., 2023). McWilliams 

and Siegel (2000) state that it has been determined that corporations engaged in CSR initiatives reap advantages, 
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such as the ability to cultivate goods that have socially responsible attributes. Therefore, we propose this 

hypothesis: 

H3. Ethical CSR has direct and significant effects on BMI. 

 

2.5. Philanthropic Responsibility 

The philanthropic obligation encompasses the broadest range of discretionary judgment and decision-

making for corporations, as they determine specific actions or charitable contributions with the intention of 

benefiting society. The roots of this form of accountability can be traced back to the perception that business and 

society are intricately interconnected in an organic manner. (Jamali & Mirshak, 2007). The philanthropic aspect 

pertains to the obligation of engaging in endeavors that advance the well-being of individuals (Abdulalem & 

Basri, 2018). Philanthropy encompasses more than simply fulfilling corporate citizenship; rather, it entails a 

responsibility to address the needs of stakeholders through various means, such as implementing social welfare 

initiatives and supporting educational, artistic, and cultural endeavors (Ahmadu et al., 2018). Martinez-Conesa, 

Soto-Acosta, and Palacios-Manzano (2017) aimed to demonstrate the substantial influence of CSR on fostering 

innovation within firms. Therefore, we propose this hypothesis: 

H4. Philanthropic CSR has direct and significant effects on BMI. 

 

2.6. Environmental Responsibility 

The environmental dimension pertains to the efficient management of available resources, ensuring 

their preservation for future generations  (MO, 2019). Companies would proactively endeavor to integrate 

environmental concerns into their operations and activities. This entails the encouragement of the benefits 

associated with environmentally sustainable products, the promotion of eco-tourism, and the cultivation of 

environmentally conscious behavior within the workplace environment (Rashid et al., 2014). Environmentally 

responsible business practices are considered a component of CSR due to their tendency to be motivated by 

factors beyond just financial gain, although they may still yield economic benefits. Moreover, these policies are 

not universally mandated by legislation and ultimately contribute to the betterment of society (Babiak & 

Trendafilova, 2011). The environmental dimension of CSR encompasses the responsibility to address the 

environmental consequences of a company's activities, products, & infrastructure. This entails the reduction of 

waste and emissions, the optimization of resource efficiency and productivity, and the avoidance of practices 

that could potentially compromise the sustainable utilization of a nation's resources for future generations 

(Mazurkiewicz, 2004). Halkos and Skouloudis (2018) demonstrated that the commitment of companies to CSR 

practices has a positive impact on the promotion of innovation. Therefore, we propose this hypothesis: 

H5. Environmental CSR has direct and significant effects on BMI. 

 

2.7. Business Model Innovation  

The word "BMI" has gained prominence in recent times, with several authors presenting diverse 

definitions for this concept. Nevertheless, the primary concern over BMI is to CA and enhanced FP (Anwar, 

2018). BMI has been seen as a fundamental requirement for organizations to effectively respond to changing 

circumstances and sustain high levels of performance in the long run  (Anwar, 2018; Chen, 2022; Clauss, 2017; 

Cosenz & Noto, 2018; Evans et al., 2017; Foss & Saebi, 2018; Futterer et al., 2018). The concept of BMI entails 

a strategic framework that outlines the methods through which organizations can generate value and effectively 

deliver this value to their client base. In essence, BMI pertains to the evaluation of the business's performance 

and its ability to generate value for its shareholders (Cosenz & Noto, 2018). In a general sense, it can be posited 

that BMI pertains to the generation and delivery of novel value propositions to clients (Ghezzi et al., 2015). The 

BMI serves as a valuable tool for firms in their efforts to attract new clients. Additionally, it enables companies 

to establish dynamic advantages that pose challenges for competitors within the sector, making imitation a 

formidable task (Ghezzi et al., 2015; Hu et al., 2020). Anwar (2018) examined the significance of BMI in 

relation to the performance of SMEs, as well as the potential mediating function of CA. The results of this study 

suggest that BMI has a direct and statistically significant influence on the performance of both CA and SMEs. 

Therefore, we propose this hypothesis: 

H6. BMI positively and significantly effects CA. 

 

2.8. Competitive Advantage  

CA is defined as "a firm's strategic advantages over its competitors in the industry, which enables it to 

perform against competitors and competing firms" (Porter, 2012). In the current business landscape, the 

concept of CA has gathered considerable attention from organizations due to its substantial impact on their 

financial and market performance (Batista et al., 2016). The resource-based theory posits that organizations can 

achieve distinction by possessing resources, competencies, and capacities that are valuable, scarce, and difficult 

to imitate. This serves as a foundation for establishing a lasting CA  (Barney, 1991). CA refers to the distinctive 
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resources or capabilities possessed by a business that are challenging to replicate or surpass. These resources or 

talents enable the firm to attain a superior or optimal long-term position in comparison to its competitors 

(Kimani, 2015). Hence, it is imperative for a corporation to possess resources that are not readily replicable or 

acquirable by competitors. Consequently, the acquisition of these resources enables them to attain a competitive 

edge (Cho and Pucik, 2005). Numerous research have established a correlation between CA and FP (Anwar, 

2018; Bapat & Mazumdar, 2015; Saeidi et al., 2015). Therefore, we propose this hypothesis: 

H7. CA positively and significantly affects FP. 

 

2.9. Conceptual model 

The conceptual model of this study originated from various studies (Abeysekara et al., 2019; Anwar, 

2018; Handoko et al., 2015; Hu et al., 2020; Nyuur et al., 2019; Saeidi et al., 2015; Songling et al., 2018; Zhao 

et al., 2019) presented in the literature review (see Fig. 1). 

 

 
Figure 1. Proposed conceptual model 

Source: Own elaboration. 

 

III.  METHODOLOGY AND RESEARCH METHODS 
According to Kline (2015), it is recommended to employ multiple elements for the purpose of 

measuring a structure, rather than relying on a single item. Hence, in the present study, three instruments were 

employed to assess the research constructs associated with each variable, specifically, three items for each CSR 

dimension based on Han et al. (2020), and nine items for BMI based on Hu et al. (2020), five items for CA 

based on Eyasu and Arefayne (2020), and six items for FP based on Nguyen et al. (2021).  

The data for this study was gathered through in-person interviews, resulting in a total of 483 valid 

questionnaires being obtained for the survey. According to Galbreath and Shum (2012), in the sphere of CSR, 

structural equation modelling (SEM) is considered to be a more advantageous analytical approach compared to 

traditional regression analysis. The data analysis was developed using SPSS version 21 and AMOS version 24 

software. 

 

IV.  RESULTS 
The first paragraph under each heading or subheading should be flush left, and subsequent paragraphs 

should have a five-space indentation. A colon is inserted before an equation is presented, but there is no 

punctuation following the equation. All equations are numbered and referred to in the text solely by a number 
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enclosed in a round bracket (i.e., (3) reads as "equation 3"). Ensure that any miscellaneous numbering system 

you use in your paper cannot be confused with a reference [4] or an equation (3) designation. 

 

Table 1 presents the information pertaining to the firms. A total of 83 individuals, comprising 17.2% of 

the overall population of owners, were included in the study. Out of the total of 483 responses, it was found that 

145 respondents (30.0%) held senior managerial positions, 145 respondents (30.0%) were in middle 

management roles, and 110 respondents (22.8%) were identified as being in operations management. Out of the 

companies included in the data collection, 11% operate in the information and communication technology 

sector, 19.9% belong to the finance and banking industry, 19.9% are part of the pharmaceutical chemical 

industry, 24.4% are involved in the construction sector, 14.5% are in the field of education, and the remaining 

10.4% are categorized under various other industries. A total of seventy-one individuals who possess ownership 

or managerial roles within these organizations oversee a workforce ranging from 20 to 50 workers. Additionally, 

there are 125 owners or managers who supervise companies with 51 to 100 employees, while another 125 

individuals are responsible for companies employing 101 to 150 individuals. Furthermore, there are 116 owners 

or managers overseeing companies with 151 to 200 employees, and finally, 46 individuals are in charge of 

companies with a workforce ranging from 201 to 250 personnel. A total of 320 enterprises commenced their 

operations a decade ago, with 156 firms initiating operations between 11 and 20 years ago, and 107 firms having 

been operational for more than 21 years. 

 

Table 1. Profile of the firms 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Research data. 

The result of the measurement model test showed a good fit to the data: χ2 = 729.826, df= 436, χ2/df= 

1.673, RMSEA= 0.037, PNFI= 0.729, GFI= 0.912, AGFI= 0.893, CFI = 0.922, IFI= 0.924, TLI= 0.912). In Fig. 

2, the CFA has been depicted.  
 

 Total (n = 483) 

 N Percentage (%) 

Position   

Owners 83 17.2 

Senior manager 145 30.0 

Middle management 145 30.0 

Operations management 110 22.8 

Industry   

ICT 53 11.0 

Finance and banking 96 19.9 

Pharmaceutical chemical 96 19.9 

Construction 118 24.4 

Education 70 14.5 

Other 50 10.4 

Size of firms   

20–50 employees 71 14.7 

51–100 employees 125 25.9 

101–150 employees 125 25.9 

151–200 employees 116 24.0 

201–250 employees 46 9.5 

Age of firms   

10 years and less 220 45.5 

11–20 years 156 32.3 

21 and above years 107 22.2 
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Figure 2. CFA result 

Source: Research data. 

Table 2 shows that all factor loadings and Cronbach’s α, Composite Reliability (CR) and Average 

Variance (AVE). In the data analysis stage, two questions were considered for BMI (including BMI 1 and BMI 

9 questions) and one question was considered for CA (including CA 1 question) due to the incompatibility of 

the answers given to them with other answers and inconsistencies in the model were eliminated.  

Based on Table 2, the standardized factor loadings of most items are higher than 0.5, the three 

recommended threshold value by Hair et al. (2019). However, the standardized factor loadings of three items are 

between 4 and 5. Based on Guadagnoli and Velicer (1988) standardized factor loadings higher than 0.4 are 

considered stable. Therefore, the standardized factor loadings are all statistically significant. Cronbach's alphas 

of four items are higher than 0.70, which is higher than the suggested threshold (Fornell & Larcker, 1981). 

Cronbach's alphas of four items is between 6 and 7. According to Cronbach (1951) and  Hajjar (2018) A reliable 

item can be indicated by a Cronbach's alpha score exceeding 0.6. Table 3 also shows the CR and AVE. Based 

on Hair et al. (2019), CR above 0.7 shows good internal consistency, and as shown in the table, all the numbers 

related to CR are higher than 0.7. According to Chin (1998) and  Jr et al. (2017), to achieve an acceptable level 

of convergent validity, the AVE of each latent construct should be higher than or equal to 0.50. Based on the 

table, the AVE of three variables is higher than 0.5, but the AVE of five variables is less than 0.5. Based on 

Fornell and Larcker (1981), when the AVE is smaller than 0.5, but the CR is above 0.6, the convergent validity 

of the construct is considered acceptable. So, the convergent validity of the construct is acceptable.  
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Table 2. Properties of the measurement model (n= 483( 

 

Source: Research data. 

Measurement items Factor loading Cronbach’s α CR AVE 

Economic Responsibility   0.607 0.804 0.313 

ECO1 0.628  

ECO2 0.491 

ECO3 0.712 

Legal Responsibility  0.602 0.851 0.412 

Leg1 0.538  

Leg2 0.628 

Leg3 0.577 

Ethical Responsibility  0.612 0.884 0.534 

Eth1 0.631  

Eth2 0.592 

Eth3 0.111 

Philanthropic Responsibility  0.747 0.931 0.597 

Phi1 0.730  

Phi2 0.748 

Phi3 0.670 

Environmental Responsibility  0.683 0.910 0.502 

Env1 0.660  

Env2 0.653 

Env3 0.604 

Business Model Innovation   0.736 0.950 0.301 

BMI2 0.577  

BMI3 0.530 

BMI4 0.636 

BMI5 0.500 

BMI6 0.597 

BMI7 0.441 

BMI8 0.460 

Competitive Advantage  0.735 0.914 0.462 

CA1 0.604  

CA2 0.658 

CA3 0.688 

CA4 0.620 

Firm Performance  0.776 0.944 0.386 

FP1 0.497  

FP2 0.648 

FP3 0.644 

FP4 0.600 

FP5 0.606 

FP6 0.661 
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In Table 3, the numbers related to the evaluation of (Henseler et al., 2015) is given. Based on (Henseler 

et al., 2015) HTMT greater than 0.90 indicates lack of discriminant validity. As shown in Table 3, all the 

numbers related to this rate are lower than this amount. 

 

Table 3. Heterotrait-Monotrait Ratio (HTMT) 

 
ECO LEG ETH PHIL ENV BMI CA FP 

ECO 
      

  

LEG 0.661      
  

ETH 0.541 0.457     
  

PHIL 0.173 0.385 0.405    
  

ENV 0.464 0.453 0.504 0.389   
  

BMI 0.696 0.641 0.507 0.211 0.316  
  

CA 0.632 0.574 0.517 0.126 0.463 0.589 
  

FP 0.733 0.623 0.503 0.254 0.464 0.480 0.675  

Note. ECO= Economic CSR; LEG= Legal CSR; ETH= Ethical CSR; PHIL= Philanthropic CSR; ENV= Environmental 

CSR; BMI= Business Model Innovation; CA= Competitive Advantage; FP= Firm Performance 

Table 4 and Fig. 3 show the results of SEM. 

 

Table 4. Results of SEM (n= 483) 

Paths Standardized 

coefficients 

t-

value 

p-

value 

Hypotheses 

H1. Economic CSR has direct and significant effects on BMI. 73330 3.506 0.000 Supported 

H2. Legal CSR has direct and significant effects on BMI. 73386 3.679 0.000 Supported 

H3. Ethical CSR has direct and significant effects on BMI. 732.6 2.976 0.003 Supported 

H4. Philanthropic CSR has direct and significant effects on BMI. -0.162 -2.445 0.014 Not Supported 

H5. Environmental CSR has direct and significant effects on BMI. 0.100 1.430 0.153 Not Supported 

H6. BMI has direct and significant effects on CA. 0.816 8.704 0.000 Supported 

H7. CA has direct and significant effects on FP. 0.647 7.120 0.000 Supported 

Note. R-square (R2): BMI (0.662); CA (0.666); FP (0.418). 

 

According to standardized coefficients, t-value and p-value, Table 4 and Figure 3, economic CSR has 

direct and significant effect on BMI (β= 0.337, p < .01). This result supports hypothesis 1. Legal CSR has a 

direct and significant effect on BMI (β= 0.368, p < .01). This result supports hypothesis 2. Ethical CSR has a 

direct and significant effect on BMI (β= 0.258, p < .015). This result supports hypothesis 3. The philanthropic 

CSR has a significant inverse effect on BMI (β= -0.162, p < .05). This result rejects hypothesis 4. 

Environmental CSR has a direct effect on BMI, but this effect is not significant (β= 0.100, p > .05). This result 

reject hypothesis 5. BMI has a direct and significant effect on FP (β= 0.816, p < .01) and as a result hypothesis 6 

is supported. Finally, CA has a significant effect on FP (β= 0.647, p < .01), and as a result, hypothesis 7 is 

supported. 

Table 4 shows that R-square (R2) value for BMI is 0.662 which means that CSR dimension could 

affect the BMI variable by 66.2% while the remaining 33.8% was the influence of other variables which was not 

included in this study. R-square (R2) value for CA is 0.666, which means that BMI could affect the CA variable 

by 66.6% while the remaining 33.4% concerns the influence of other variables not included in this study. 

Finally, R-square (R2) value for FP is 0.418 which means that CA could affect the FP variable by 41.8% while 

the remaining 58.2% regards the influence of other variables not included in this study. 
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Figure 3. SEM result 
Source: Research data. 

 

V.  DISCUSSION 
The objective of this study is to examine the influence of several elements of CSR on BMI, as well as 

the influence of BMI on CA and, finally, on FP. The framework and outcomes of this have the potential to 

contribute to the existing body of literature and provide valuable insights for managers across various 

organizations in formulating their CSR policies. The conclusions of this research provide valuable insights for 

managers, particularly those overseeing SMEs in Iran, in enhancing their comprehension of CSR. This study 

examines the components of CSR that have a more pronounced influence on BMI and, subsequently, on a 

company's CA. 

The findings indicate that there is a direct and substantial impact of economic CSR on BMI and CA. It 

is evident that as organizations prioritize their profitability, they will increasingly devote greater attention to 

their business models and BMI. The findings presented in this study align with the research achieved by Hu et 

al. (2020), which shows a significant and direct relationship between CSR and BMI. 

Findings suggest that the implementation of legal CSR has a direct and significant impact on BMI and 

CA. This phenomenon may arise because corporations that comply with societal regulations can garner support 

from various stakeholders, including the general public, government entities, and even their own employees. 

Such support can exert a substantial influence on the BMI. However, according to McWilliams and Siegel 

(2000), directing focus towards CSR matters leads to increased engagement of corporations in research and 

development activities. This matter has the potential to impact variables such as BMI. 

The results confirm that ethical CSR directly and significantly affects BMI. This result is consistent 

with  Halkos and Skouloudis (2018) demonstrating that the commitment of companies to CSR practices has a 

positive impact on the promotion of innovation. 

The findings suggest that implementing philanthropic CSR initiatives does not yield statistically 

significant and beneficial impacts on BMI. One possible explanation for this phenomenon could be the limited 

comprehension of charitable obligations within Iranian society, resulting in a distorted perception of CSR in this 

particular domain. Moreover, it is not uncommon for firms to occasionally err in distinguishing between ethical 

CSR and charitable CSR. However, it is important to note that the economic conditions in Iran are not 

conducive to corporations allocating significant resources towards philanthropic CSR initiatives. This lack of 

financial capacity hinders the understanding and appreciation of the potential benefits that can be derived from 

adhering to such practices.  

The results reveal that environmental CSR does not have positive and significant effects on BMI. The 

results also show that BMI has positive and significant effects on CA. The primary objective and underlying 

principle of business is to provide value for many stakeholders, including customers, employees, the business 

itself, and its financial gains. The adoption of a new business model facilitates the creation of additional value 

for customers, hence enhancing the competitive standing of the firm.  BMI also offers valuable insights into the 

strategic conduct of corporations and aids in efficiently allocating resources to enhance overall performance. 

The results also confirm that BMI directly and significantly affects FP. This result is consistent with 

research showing that BMI has a direct effect on SMEs' performance (Anwar, 2018; Carayannis et al., 2017; 

Futterer et al., 2018). 
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VI.  CONCLUSIONS, LIMITATIONS AND FUTURE RESEARCH 
The existing research provides evidence for the association between many duties, including economic, 

legal, and ethical obligations, and BMI.  Furthermore, this study provides evidence for the correlation between 

BMI and CA and FP.  Furthermore, the results of this study give empirical evidence that supports the existence 

of a correlation between CSR dimensions and FP, with this link being mediated by both BMI and CA. These 

findings contribute to the existing body of literature on the influence of CSR on FP, offering additional insights 

into this area of research. Moreover, this study examines the influence of individual dimensions of CSR on 

BMI. Unlike prior studies that have approached CSR as a unified construct when examining its effects on these 

matters, this study focuses on analyzing the specific dimensions of CSR. Hence, the findings of this study 

provide a clear understanding of the specific features of CSR that can influence BMI, CA, and FP. Furthermore, 

despite the extensive body of research on CSR, there is a dearth of empirical studies that have investigated the 

effects of CSR on BMI, CA, and FP specifically within the context of SMEs, particularly in developing 

countries. Furthermore, past scholarly investigations examining the correlation between various dimensions of 

CSR BMI, CA, and FP have consistently incorporated CSR dimensions such as economic, legal, ethical, and 

philanthropic. Notably, the environmental component has been encompassed within the ethical CSR dimension 

and has been subject to much discussion. This study acknowledges environmental CSR as the fifth dimension 

within the broader framework of CSR. In summary, this research distinguishes itself from prior studies on CSR 

by conducting a survey to examine the correlation between CSR dimensions, BMI, CA, and FP. Furthermore, 

there is a dearth of studies about the impact of CSR on SMEs. This knowledge gap presents an opportunity for 

Iranian scholars and other nations facing comparable circumstances to gain a deeper understanding of this 

matter. 

Furthermore, the results of this study offer significant insights for managers in Iran. The present study 

demonstrated a clear and statistically significant correlation between economic CSR and BMI. This highlights 

the importance for organizations to allocate a substantial portion of their attention towards maximizing 

profitability and exploring innovative strategies to generate revenue that differentiates them from their 

competitors within the market. Furthermore, the findings of this study indicate that CSR initiatives within the 

legal framework have a noteworthy and favorable impact on BMI. Consequently, it is imperative for corporate 

managers to prioritize adherence to the legal regulations established by the communities in which they conduct 

their operations. The findings of this study indicate that it is imperative for company managers to possess 

knowledge of the legal frameworks governing the countries in which they conduct business, and to adhere to 

these regulations accordingly. It is important to acknowledge that failure to adhere to the legal regulations of 

host countries can result in discontent among both the general populace and governmental entities, potentially 

leading to adverse repercussions for the enterprise. Furthermore, this study examines the impact of ethical CSR 

on BMI and CA. It is imperative for company managers to adhere to the ethical standards established by the 

respective societies in which they operate. By adhering to these societal norms, individuals and organizations 

within each culture are more likely to demonstrate increased support for the enterprise. 

The principal objective of this study was to explore the correlation between the engagement of Iranian 

SMEs in CSR initiatives, their BMI, and their CA, with the goal of assessing the impact on the overall 

performance of these companies. The conclusions of this study indicate that the various elements of CSR 

(except for philanthropic and environmental aspects) have an impact on BMI. Hence, Iranian SMEs exhibit a 

notable impact of CSR on BMI. Consequently, based on the findings of this study, it is advisable for SMEs 

operating in emerging economies such as Iran to prioritize CSR and the interests of their shareholders. 

This study is not devoid of drawbacks. The scope of this research is restricted to SMEs, thus requiring 

cautious interpretation. Extrapolating these findings to larger corporations warrants considerable deliberation. 

Consequently, there is potential for further investigation into the operations of prominent corporations, 

particularly inside emerging economies. Furthermore, the present study was carried out in the country of Iran. 

To enhance the generalizability of the findings, the study review may be undertaken across multiple countries. 

Iran is classified as an emerging economy, and future investigations could focus on developed economies to do 

comparative analyses. 

Furthermore, this study intended to examine the influence of CSR characteristics on BMI and CA. 

Hence, it is recommended that future studies investigate these characteristics in relation to other facets of 

organizational effectiveness. Furthermore, the data for this study was obtained by the administration of a 

questionnaire. Despite the widespread use of this approach by numerous scholars in the respective domain, 

using questionnaires has the potential to introduce measurement bias. Consequently, future investigations may 

endeavor to mitigate potential biases arising from alternative data-gathering methods, such as the acquisition of 

objective data from independent sources, to effectively overcome this constraint. 
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