ISCCe

INSTITUTO
UNIVERSITARIO
DE LISBOA

The Trade-off Between Corporate Social Responsibility Response and Business
Innovation of State-owned Enterprises in Large-scale Emergencies

HE Xilin

Doctor of Management

Supervisors:

PhD Renato Costa, Assistant Professor with Habilitation,
ISCTE University Institute of Lisbon

PhD NI Debing, Professor,

University of Electronic Science and Technology of China

September, 2023



ISCCe

BUSINESS
SCHOOL

Marketing, Operations and General Management Department

The Trade-off Between Corporate Social Responsibility Response and Business
Innovation of State-owned Enterprises in Large-scale Emergencies

HE Xilin

Doctor of Management

Supervisors:

PhD Renato Costa, Assistant Professor with Habilitation,
ISCTE University Institute of Lisbon

PhD NI Debing, Professor,

University of Electronic Science and Technology of China

September, 2023



ISCCe

BUSINESS
SCHOOL

Marketing, Operations and General Management Department

The Trade-off Between Corporate Social Responsibility Response and Business
Innovation of State-owned Enterprises in Large-scale Emergencies

HE Xilin

Doctor of Management

Jury:

PhD Sandra Maria Correia Loureiro, Full Professor,

ISCTE University Institute of Lisbon

PhD Ricardo Jorge de Castro Correia, Assistant Professor,

Universidade da Madeira

PhD Ma Yongkai, Full Professor,

University of Electronic Science and Technology of China

PhD Pedro Miguel Ribeiro de Almeida Fontes Falcao, Assistant Professor,
ISCTE University Institute of Lisbon

PhD Renato Costa, Assistant Professor with Habilitation,

ISCTE University Institute of Lisbon

September, 2023



The Trade-off Between Corporate Social
|SCte wstmuTo, Responsibility Response and Business HE Xilin
peHsRoR Innovation of State-owned Enterprises in Large-
scale Emergencies




Declaration

| declare that this thesis does not incorporate without acknowledgment any material previously
submitted for a degree or diploma in any university and that to the best of my knowledge it does
not contain any material previously published or written by another person except where due

reference is made in the text.

Signed: /{ﬁj% %ﬂ Date: ’,,7/‘)'227 /1;2/

Name: ?(/é %LM’L

EEFEH:

ARNFEFY: BRSO U R R DO R R A, BT R AR AR
AT f N B2 AR N R T FRAAE A 8 A WU ) 2 LA A5 1 A5 P I AR ) R
BFrAL, Br T SCPERR RO AAREE 5 A AL, AR SO RS AR A N BERAR
20 R AR B B SRR b

F4% 4 ”{/g%;ﬁ” Am: 2025 72/

WY B l/ﬁ Xilin



[This page is deliberately left blank.]



Abstract

In early 2020, with the large-scale outbreak of COVID-19 in China, Chinese state-owned
enterprises (SOEs) encountered challenges in finding a balance between their corporate social
responsibility (CSR) practices and business innovation within their established strategic
framework. EXxisting theories lack the relevant direct guidance and support for the specific
management practices of SOEs under this unique situation. This study aims to offer an extended
SCP (Surroundings-Conduct-Performance) model that aligns with how SOEs conduct their
management practices to achieve better performance within this specific context. The findings
aim to provide a theoretical basis for successful management practices for SOEs in this
particular scenario.

This study comprises three parts. Firstly, a comprehensive literature review was conducted
in the fields of measures for dealing with large-scale emergencies (LSESs), corporate social
responsibility (CSR), market-based and resource-based strategic views, and competitive
advantage in fast-changing or volatile environments. Through in-depth interviews, four
environmental variables and two performance variables were identified. Secondly, an extended
SCP model for this study was proposed, using enterprise trade-off as a mediating variable
between the environment and performance. Thirdly, a final questionnaire survey was conducted,
resulting in the collection of 397 effective questionnaires. The model was validated through
statistical data analysis using the partial least squares structural equation model.

The extended SCP model proposed in this study, based on environmental variables, offers
theoretical guidance for state-owned enterprises (SOEs) to implement specific management
practices during large-scale emergencies (LSEs). Additionally, it sheds new light on similar

cross-field research.

Keywords: environment, trade-off, performance, strategy, LSE, CSR
JEL: H12, 044
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Resumo

No inTio de 2020, o surto em grande escala de COVID-19 na China levou a que as
empresas estatais chinesas encontrassem dificuldades em equilibrar as prdicas de
responsabilidade social e inovag® dentro das suas estratéjias empresariais. As teorias
existentes carecem por isso de orientacg direta e de apoio relevantes para uma boa gest&
destas empresas estatais relativamente a esta situaGi espec Fica.

Este estudo estadividido em tré& partes. Em primeiro lugar foi realizada uma revis&
abrangente de literatura nos dom mios da gest& de situag®s ligadas a emergécia em grande
escala (EGE), responsabilidade social das empresas (RSE), visé& estratégica baseada no
mercado e nos recursos e, vantagem competitiva em ambientes de mercado vol&eis ou em
répida mudang@. Combinando esta andise com entrevistas, quatro aspetos de vari&veis
ambientais e, dois aspetos de vari&veis de desempenho, analisados em separado. Em segundo
lugar, foi proposto um modelo PCS para este estudo usando o trade-off empresarial de ambiente
e desempenho como vari&vel mediadora. Em terceiro lugar, foi realizada a andise de
question&ios, tendo sido recolhidos 397 question&ios validados, sendo o modelo trabalhado
através da andise estat Btica dos dados com base em equag®s estruturais de m nimos quadrados
parciais.

O modelo de PCS baseado em vari&veis ambientais proposto neste estudo vem fornecer
uma orientac® te&ica para que as empresas estatais realizem préicas espec ficas de gest& em
casos de EGE, possibilitando também novas recomendag®s para estudos futuros, quer em
termos de situag®s similares de investigag, ou situag®s em que se cruzem campos de

investigaG.

Palavras-chave: ambiente, trade-off, desempenho, estrategia, EGE, RSE

JEL: H12, 044
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The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

Chapter 1: Introduction

1.1 Research background

H. Sun et al. (2021) defined large-scale emergencies (LSEs) as major events that occur
unexpectedly due to certain inevitable factors, resulting in significant harm, loss, or impact on
society, and requiring immediate action to address. Examples of LSEs include the sudden
outbreak of large-scale wars, natural disasters, and public health events, which essentially fall
under the category of crises or disasters. While crises or disasters are common, those on a large

scale, particularly spanning multiple regions, provinces, or countries, are not the norm.
1.1.1 Practical background

Since the founding of the People’s Republic of China (PRC) in 1949, there has never been a
large-scale war in its territory. The large-scale natural disasters in the PRC primarily include
the nationwide drought in the early 1960s and the floods in several river basins in 1998 (H. Li,
2018). Even the disasters of significant impact, such as the Yangtze River floods in Eastern
China in 1959, the Tangshan earthquake in 1976, the wildfire in the Greater Khingan in 1987,
and the massive Wenchuan earthquake in 2008, were limited to specific regions and not
considered large-scale nationwide natural disasters.

Instead, there have been some occasional nationwide public health LSEs in recent years.
For example, the severe acute respiratory syndrome (SARS) in 2002-2003, the coronavirus
disease 2019 (COVID-19) that has affected China and the world since 2019, and the “Sanlu
(milk powder) Incident” that shocked the entire China in 2008. Prior to those events, the plague,
smallpox, and cholera, which are defined as Class A infectious diseases in China, were largely
eliminated either before the founding of the PRC (plague and cholera) or in the early 1960s
(smallpox) (Bo & Biao, 2021; lijima, 2019; Meyer et al., 2020; Xiang et al., 2020). They have
never caused massive outbreaks or significant mortality in the past four decades.

Before China’s reform and opening, and even before the 21st century, when any LSEs
occurred, the primary actors involved were governments of all levels. Enterprises had not
played a significant role in dealing with LSEs, and their response to such incidents were

relatively limited. It was not until the 1990s that Chinese enterprises began to get involved in
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addressing LSEs, mainly through charitable donations (including funds and material
contributions) accompanied by “big event marketing strategy” behaviors (Guo et al., 2018).

Chinese enterprises’ activities in response to LSEs peaked during the Wenchuan 5/12
Earthquake in 2008 (X. Q. Zhao & Wan, 2021). Excluding large central enterprises and financial
institutions, 1,564 enterprises donated more than 50,000 yuan each, covering 31 provinces and
regions. Among them, Wong Lo Kat made the highest donation of 100 million yuan and was
the first to react, instantly establishing a positive image for the company and attracting
significant market attention and interest. As a result, the brand value of Wong Lo Kat soared (L.
Zhang, 2023).

The COVID-19 pandemic, which originated in 2019, began to spread globally in 2020.
Although there are different accounts from different countries, the first confirmed COVID-19
cases were announced by the Chinese government through the news media. Since early 2020,
the virus has rapidly and extensively spread throughout China, with Wuhan being the first city
to be severely affected. This sudden and highly contagious COVID-19 pandemic has a long
incubation period, and as of 2021, no specific drug or vaccine was available for it. The outbreak
made a significant impact, causing severe losses to China and its people.

In addition, one prominent feature highlighted by the COVID-19 pandemic was the severe
shortage of epidemic prevention and medical supplies and equipment, such as masks, protective
suits, isolation suits, disinfectants, oxygen cylinders, ventilators, and medical beds. This
shortage also extended to insufficient stock and capacity of supplies (Bown, 2022). Despite this
backdrop, during the COVID-19 pandemic, the government remained at the forefront of the
response and also called upon enterprises for support (S. Fei et al., 2020). Besides continuing
to make donations, enterprises, especially state-owned enterprises (SOEs), began to play an
increasingly prominent role during COVID-19. They contributed with donations and played a
more significant role in the entire chain of production, supply, sales, storage, transportation, and
distribution of epidemic prevention materials compared to previous years when facing similar
LSEs. SMMG (a SOE) was among those enterprises actively involved in this effort.

In China, SOEs are defined as enterprises controlled by state-owned capital, and their
business objectives are inevitably influenced by the preferences of state-owned assets. In
practice, SOEs are regulated in a hierarchical manner. “Central enterprises”, directly under
China’s central government, are supervised by the State-owned Assets Supervision and
Administration Commission (SASAC) of the State Council. Meanwhile, local SOEs, such as
those at provincial and municipal levels, are supervised by the SASACs at their respective

levels. Under this management system, the SASACs at different levels introduce assessment
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indicators for the SOEs at their corresponding levels. These indicators mostly pertain to
economic aspects, such as revenue, profits, and management quality. Additionally, public
interest activities, including a series of “priorities”, are also included in the assessment criteria.

Unlike the private sector, the management of SOEs should be accountable to the public and
accept public scrutiny (Klausen & Winsvold, 2021). Therefore, SOEs have not only market
functions but also political functions. Hence, in their pursuit of profit and considering public
accountability, sacrificing profit to a certain extent in exchange for public support becomes an
inevitable option for SOEs. X. Chen (2018) also pointed out that SOEs have the dual nature of
being both enterprises and public entities, which means they pursue both economic and non-
economic goals.

The “priorities” usually align with CSR attributes. For instance, in 2019, the SASAC of
Yibin City, as a major shareholder of state-owned assets, assigned specific tasks to Sichuan
Yibin Wuliangye Group Co., Ltd. (Wuliangye Group), which is the sole shareholder of Sacred
Mountain Molin Group Co., Ltd., Sichuan (SMMG). The tasks included assisting in investment
promotion to boost local economic development, settling arrears owed to private enterprises
within a specified time frame, and collaborating with top large hospitals in Sichuan Province to
enhance medical facilities for residents in Yibin.

This example demonstrates that Chinese SOEs need to allocate resources to CSR while
focusing on their business strategies as enterprises. As a result, they must carefully weigh and
consider both their business objectives and CSR initiatives in their overall strategy. For
enterprises in general, business and CSR are not necessarily mutually exclusive, but a trade-off
in resource allocation is inevitable. This trade-oft becomes even more crucial for SOEs, as they
not only have to meet the economic and CSR indicators required by SASACs but also face
higher expectations and demands from the public due to their “state-owned” nature.

In particular, during a LSE, both the public and the SASACs (representing the respective
levels of government) tend to demand a higher level of CSR contribution from SOEs than other
enterprises, imposing greater pressure on SOE managers to strike a balance between business
objectives and CSR commitments. While LSEs often bring about changes in the operating
environment of SOEs and even the macro-environment in which they operate, they may also
provide SOEs with new strategic opportunities in response to such emergencies.

For example, the outbreak of SARS in 2003 significantly negatively impacted China’s
economy. However, it also catalyzed the development of several prominent business models
and industry sectors in the country, including e-commerce (online retailing), insurance, express

delivery, automotive, and the pharmaceutical industry (Cai, 2003). It further highlighted that
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when responding to emergencies, SOE managers should not only consider the resource
implications of their CSR activities but also pay close attention to strategic opportunities that
arise from the changing environment. They must then make new trade-offs between their CSR
and business accordingly. Therefore, studying how SOE managers make trade-offs between
CSR and business during LSEs will provide us with a more in-depth understanding of the
strategic decision-making of SOEs.

Before the outbreak of COVID-19 in China, SMMG was primarily engaged in three main
types of businesses: production of non-woven packaging bags for Wuliangye Group’s alcohol
products, production and sales of clothing (including uniforms for the internal staff of
Wauliangye Group and clothing orders from both domestic and international market), and trade
of goods. Kennedy et al. (2020) pointed out that most strategic decision-making processes were
inherently political because they involved decisions with uncertain outcomes, participants with
conflicting views, and the exercise of power to address and resolve problems.

After the outbreak of COVID-19, upon the approval of the board of directors, SMMG made
the decision, with an apparent political characteristic, to produce and sell non-woven epidemic
prevention supplies such as medical protective clothing, isolation gowns, surgical gowns, and
masks for civilian use in response to government and public expectations. However, launching
this new type of business required a trade-off with the existing business and a careful allocation
of resources, which brought many challenges. Firstly, time was pressing, and the task was
substantial. Secondly, SMMG faced a lack of or limited resources for the new business venture,
such as capital, human resources, plants, equipment, and industry experience. Third, SMMG
did not have the necessary conditions and legal qualifications to produce medical protective
clothing. Fourth, during the COVID-19 pandemic, the prices of all kinds of raw and auxiliary
materials for epidemic prevention skyrocketed, and it was tremendously challenging to procure
those materials. Fifth, the management system and mechanisms applicable during normal
circumstances could no longer meet the business needs during the pandemic period. Sixth,
surviving and thriving in a volatile economic environment requires enterprises to have high
awareness and responsiveness to the changing business environment (Golgeci et al., 2020).
Entering those entirely new industries entailed significant investment and operational risks for
SMMBG. If the investments in those new areas fail and result in the loss of state-owned assets,
the managers involved might face career and even legal risks. Therefore, it required a high level
of commitment and responsibility from the managers.

However, after several months of practice, the results are generally satisfactory in today’s

view, although some issues were indeed left unresolved or not resolved to our satisfaction in
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this trade-off process. For example, SMMG has experienced a sharp decline in clothing orders
for the international market. It was estimated that in 2020, SMMG would only be able to fulfill
two-thirds of its initial plan for the year. However, despite many difficulties, the company has
managed to overcome numerous challenges by effectively weighing the trade-off between CSR
and its business.

As of the end of August 2020, SMMG achieved a total profit of 23.84 million RMB,
marking a 25.08% increase compared to the total profit of 19.06 million accumulated during
the same period in 2019. It accounted for 72.24% of its annual target (33 million RMB) and
exceeded its scheduled staged progress of the same year (66.67%) by 5.57%. Additionally,
SMMG achieved an operating income of 2.348 billion RMB, representing a 15.99% increase
over the cumulative operating income earned in the same period of 2019, 2.024 billion RMB.
It accounted for 67.08% of the annual target (3.5 billion RMB) and slightly exceeded the
scheduled staged progress of the same year (66.67%).

In addition, starting from the end of January 2020, with the all-out efforts of SMMG
employees and the coordination and support of Wuliangye Group and government authorities,
SMMG successfully met the requirements for producing medical protective clothing in only 12
days and obtained the temporary production license for medical protective clothing (Li & Dan,
2020, February 14). Moreover, through bold innovation, SMMG managed to recruit all the
relevant professional talents required to produce protective clothing within a short period. Even
more exciting was that the brand-new clean workshops for making medical protective clothing
were completed at the end of June 2020 and successfully passed the acceptance inspection.
They were scheduled to undergo the first production system certification review by the relevant
authorities in October.

Furthermore, from February to March, when China was in urgent need of masks, SMMG
temporarily switched its clothing production line to the production of masks for civilian use and
successfully produced a total of 1.4 million masks that met the acceptance standards. Despite
the soaring prices of raw and auxiliary materials, SMMG achieved a gross profit of about 1.4
million RMB, with approximately 1 RMB per mask. The specific circumstances that SMMG
experienced and the observations during COVID-19 prompted the author to find out the
behavior pattern of SOEs and the trade-off between CSR and economic business in the event

of LSEs.
1.1.2 Theoretical background

There has been academic research on the definition and characteristics of “emergencies” and
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“crises”, and response to them. The Cambridge English Dictionary defines “emergency” as
something dangerous or serious that happens suddenly or unexpectedly and requires prompt
action to avoid harmful results. It defines “crisis” as a time of great disagreement, confusion,
or suffering, or an extremely difficult or dangerous point in a situation.

Scholars have described the characteristics of extreme events and serious emergencies from
different perspectives and studied governments’ response measures and behavior patterns
during disasters and LSEs. Additionally, there have been studies on the behavior patterns of
organizations in the face of events, crises, or disasters and the strategies and behavior patterns
of enterprises in similar situations. Furthermore, there have been studies on the response
mechanisms, marketing tactics, emergency plans, and influencing factors of crisis management
in the face of emergencies from the perspective of enterprises (Anikina et al., 2019, May 26-
30; Coombs & Laufer, 2018; Cwalina & Falkowski, 2018; H. Sun et al., 2021).

However, it was not until 2004 that “LSE”, as a specialized term, gradually appeared and
gained attention in academic research, as evidenced by research through Google Scholar

(https://scholar.google.com). Theoretical research on enterprises’ behavior patterns and

strategies in the face of LSEs is still scarce. Nevertheless, the existing academic research on
strategies in rapidly changing or turbulent environments and the research on CSR bring us great
inspiration to explore CSR response, business innovation, and behavioral patterns of enterprises
in the face of LSEs.

We also acknowledge that over the years, there have been many studies using market-based
and resource-based strategic approaches such as SWOT analysis, the five forces model, Boston
Matrix, SCP analysis paradigm, and Resource-Based View (RBV), as well as the dynamic
strategic approach and the “asymmetric” capability approach that have evolved in recent years.
Those studies serve as a foundation for our analysis of enterprises’ strategic management and

high-level decision-making under LSEs.

1.2 Research problem and questions

1.2.1 Research problem

Since the outbreak of COVID-19, SOEs have been confronted with the dilemma of how to
make a new trade-off between their CSR response and business innovation. However, this new
trade-oftf may only sometimes lead to positive outcomes. Specifically, if the new trade-off and

innovative approaches are adopted successfully, it could result in positive outcomes for
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enterprises; however, if the new trade-off fails, enterprises might find themselves in an even
more challenging situation. Additionally, if enterprises simply follow conventional practices
and make trade-offs without adjustments or innovation, they may also encounter difficulties.
The top managers of SOEs also face a few challenges. Firstly, they usually have term limits
and do not encounter specific problems repeatedly during their tenure. Therefore, when such
problems occur, it is unlikely that there will be existing management experience to draw upon.
Secondly, as their positions are supervised by the government to a great extent, they cannot
outright reject the CSR behaviors suggested by the government. Consequently, they cannot
completely avoid CSR behaviors’ potential negative impact on enterprise performance.
Therefore, under such conditions, they must take actions to offset or resolve the negative effects

and strive to overcome the dilemma.
1.2.2 Research questions

This study aims to delve into the dynamic relationship between CSR response and business
innovation within SOEs under LSEs. Through an empirical study on SMMG, we attempt to
comprehensively analyze the key drivers that influence the trade-off between CSR response
and business innovation and examine their collective impact on enterprise performance.
Specifically, we will focus on environmental uncertainty and investigate the intricate interplay
between CSR activities and innovation strategies adopted by the target enterprise. This research
will address the following intrinsically related questions:

First, what is corporate trade-off between CSR response and business innovation? This
research question aims to provide a comprehensive understanding of the fundamental
implications governing the equilibrium between CSR activities and innovation strategies. By
examining relevant literature and theories, we aim to elucidate the core elements that contribute
to the synergies and potential tensions between these two strategic choices.

Second, to what extent does environmental uncertainty drive the trade-off between CSR
response and business innovation? Under the LSEs, what dimensions should we divide the
environmental uncertainty into to fit the target enterprise’s actual situation better? Answering
this question will enable us to comprehend how external environmental factors influence an
organization’s decision-making process regarding CSR activities and innovation.

Third, how does the trade-off between CSR response and business innovation impact
enterprises’ economic and CSR performance? We will explore how the strategies interplay and
influence financial outcomes, such as profitability and market value, and assess their impact on

CSR performance metrics, such as reputation, stakeholder satisfaction, and social impact.
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Fourth, to what extent does the trade-off between CSR response and business innovation
mediate the relationship between environmental uncertainty and enterprise performance? This
research question focuses on the mediating role of the trade-off between CSR response and
business innovation in influencing enterprise performance outcomes, seeking to understand
whether the trade-off acts as a mechanism through which environmental uncertainty impacts

enterprise performance.

1.3 Research purpose

Through an analysis of the target enterprise SMMG, this study attempts to find out the behavior
pattern of SOEs in the face of LSEs, with a specifical focus on the trade-off between CSR
response and business innovation. This research aims to provide theoretical explanations and
support for the decision-making, corporate institutions, mechanisms, and strategic thinking of
the board of directors and senior management of SMMG. The specific research objectives are
as follows:

Firstly, by collating and summarizing the relevant information of SMMG and comparing
the situation before and after the outbreak of the LSE (COVID-19), we aim to identify the
changes and the results caused by such changes.

Secondly, through a questionnaire survey and interviews with relevant organizations and
personnel in the business chain involved in the above changes, we aim to identify SMMG’s
motivations behind the changes under the LSE (COVID-19).

Thirdly, using theoretical modeling methods, this study aims to find out whether SOEs, in
the context of LSEs, take CSR response and corresponding business innovation actions and
adjust incentive mechanisms to motivate the senior management and align them with
shareholders’ objectives, thereby maximizing corporate value.

Finally, the study aims to make theoretical contributions to research on the behavior

patterns and strategic management of enterprises, especially SOEs, in the context of LSEs.

1.4 Expected contribution

First, this thesis aims to address the dilemma faced by the subject company SMMG, an SOE,
in deciding whether to make a new trade-off between CSR response and business innovation
after the outbreak of COVID-19. It also seeks to resolve the incentive problem by identifying

the conditions under which senior management of SOEs is motivated to make strategic choices
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and take CSR and business innovation actions.

Secondly, for SOEs, mechanisms and motivation are fundamental issues to be addressed
by senior management when making strategic choices and pursuing business innovation. By
constructing a unique SCP model, this study offers insights into the behavior patterns of senior
management in SOEs and serves as a reference for their decision-making process.

Thirdly, in this study, we introduce the “quasi-internal resource” concept as the bridge
connecting corporate internal and external resources. It can make SOE managers understand
that resources contributing to enterprise core competitiveness are not limited to the traditional
“VRIN resources”, thereby helping SOEs to gain new competitiveness more effectively amid
the backdrop of LSEs.

Finally, this study endeavors to make theoretical contributions to the research on the

behavior patterns and strategic management of SOEs under the context of LSEs.

1.5 Research method and framework

1.5.1 Research method

The research methods applied in this thesis are as follows:

A. Literature review

Firstly, the literature review chapter comprehensively reviews the main viewpoints and
theories pertaining to strategic analysis, positioning, and planning. The literature review
involves a systematic examination and analysis of relevant academic works to identify key
concepts, debates, and gaps in knowledge. Throughout the thesis (including the introduction
and subsequent chapters), references to relevant literature will be cited, providing support to
the arguments and viewpoints presented.

Academic journal databases such as Google Scholar, Scopus, Web of Science, Baidu
Scholar, CNKI (China National Knowledge Infrastructure), Science Direct, and ResearchGate
are utilized to access a wide range of scholarly studies and publications. Through these
academic databases, we can access a diverse collection of peer-reviewed studies, conference
documentations, and other scholarly works. This approach ensures that the thesis is built upon
a solid foundation of existing knowledge and has incorporated the latest research findings and
perspectives within the field.

B. Empirical study

The thesis focuses on SMMG’s response to the LSE (COVID-19) as the research object.
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Following the principle of “from practice and back to practice,” in this study, we ensure that
the research process is closely related to the management practices of the target enterprise,
making the research logical and with practical value. The results were obtained through the
collection, statistics, and analysis of primary data.

The research began with examining the resources possessed by SMMG, the changes in the
environment and their influence, and the reactions, behaviors, and outcomes of different parties
of SMMG when facing the LSE. Data and information were systematically collected, and in-
depth analysis and discussion were conducted to explore the actual strategies, CSR response,
and behavioral patterns of SMMG.

C. Qualitative analysis

Due to its characteristics such as subjectivity, fuzzification, and interpretive nature,
qualitative analysis was not widely accepted by academic circles until the 1998 Conference of
the International Federation for Information Processing held in Philadelphia (Avison et al.,
1999). It was recognized that qualitative and quantitative analysis were of equal value when
used appropriately. One particular advantage of the qualitative approach is its ability to provide
valuable insights into what has happened and what is happening in the organization. It can
effectively link research and practice. Moreover, qualitative analysis can complement other
research methods, making it a valuable approach for this study.

D. Quantitative analysis

In this study, both qualitative and quantitative approaches are employed to comprehensively
examine the target enterprise. Quantitative methods allow for a systematic and numerical
examination of data, facilitating the identification of patterns, relationships, and trends. By
employing statistical techniques and tools, researchers can analyze large datasets and draw
objective conclusions based on numerical evidence. The quantitative analysis in this study
involves a comparative analysis of information pertaining to the target enterprise.

This analysis can provide valuable insights and facilitate informed assessments of the
company’s performance, financial outcomes, and CSR metrics. By quantifying relevant data,
we can gain a deeper understanding of the trade-off between CSR response and business
innovation within the target enterprise in the face of LSEs. Integrating different research
methods can enhance the validity and reliability of the research findings and contribute to a
more robust analysis of the subject matter.

E. Comparative analysis

As stated above, a comparative analysis is utilized in this study for the horizontal or vertical

comparison of relevant data. This approach can help us identify issues and evaluate the
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company’s management and business behavior performance. Comparative analysis usually
involves systematically examining and comparing different variables, metrics, or indicators
across different companies, time periods, or industries. By conducting such analyses,
researchers can uncover patterns, differences, and areas of improvement or concern. This
method allows for a more comprehensive understanding of the dynamics and performance of
the target enterprise and provides insights into its management practices and business behaviors.

F. In-depth interview

The in-depth interview method is also applied in this study. This approach can facilitate
discussions regarding the determination of variables, the relationships between the variables,
the proposal of research models, and the design of questionnaire items. In-depth interviews
involve conducting detailed, open-ended discussions with individuals who possess relevant
knowledge or experience in the research domain. Such interviews allow for a deeper exploration
of research topics and can provide valuable insights, perspectives, and expert opinions.

Through in-depth interviews, we can gather rich qualitative data that can inform the
development and refinement of research models, questionnaire items, and variable
determination. By engaging with knowledgeable participants, researchers can gain a better
understanding of the complex dynamics and nuances associated with the research area. This
method enables the researchers to capture in-depth insights and ensures that the research
instruments and conceptual frameworks are well-informed and relevant to the research
objectives.

Furthermore, the in-depth interview method allows us to explore any unexpected or
emerging themes that may arise during the research process. During open-ended interviews,
researchers can remain flexible in their approach and adapt their research focus based on the
information gathered from participants. This flexibility allows for a more dynamic and
responsive research process, leading to more comprehensive and nuanced findings.

G. Questionnaire survey

The questionnaire method is employed in this study to gather first-hand data from
participants, which will then facilitate quantitative analysis. Questionnaire surveys involve
systematically collecting data through structured questions that participants respond to. These
questions are designed to elicit specific information and gather data on variables of interest. By
administering questionnaires to a sample of participants, researchers can collect quantitative
data that can be analyzed statistically.

The response obtained from the questionnaires can be quantified and processed to identify

patterns, trends, and relationships among variables. This enables researchers to conduct
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rigorous quantitative analysis, such as descriptive statistics, inferential statistics, and correlation
analyses, depending on the research objectives. The questionnaire method allows for efficient
data collection from a large number of participants, providing a broad perspective on the
research topic. It enables researchers to obtain numerical data that can be analyzed
quantitatively, complementing the insights gained from qualitative methods. This combination
of methods enhances the robustness and comprehensiveness of the study’s findings.

Using both the in-depth interview and the questionnaire method, this research can achieve
a comprehensive and holistic understanding of the trade-off between CSR response and
business innovation within the target enterprise facing LSEs. The qualitative insights from in-
depth interviews will provide a nuanced exploration of the subject, while the quantitative data
obtained from questionnaires will offer numerical evidence to support and validate the findings.
This mixed-method approach ensures a well-rounded and rigorous investigation of the research

topic and enhances the reliability and validity of the research results.
1.5.2 Research framework

Taking into account that "environment" serves as a crucial keyword in this study and will feature
prominently in numerous sections of this thesis, for the sake of facilitating variable
configuration, model establishment, and reader comprehension, this study will treat the two
English terms (environment and surroundings) corresponding to the Chinese term " £ 53
(Huanjing)" as having an identical meaning.

The research framework of this study is shown in the following figure (Figure 1.1). This
thesis is composed of six chapters, specifically as follows:

Chapter 1 serves as the introduction, where the practical and theoretical background,
problem statement, research questions, research purpose, expected contributions, research
methods, and framework are elaborated upon. The main objectives of this chapter are to provide
a context for the study, establish the significance of the research, and outline the overall
structure and approach of the thesis. In the introduction, the practical background refers to the
real-world context or industry setting that motivates the research. It highlights the importance
and relevance of the study in addressing practical challenges or issues. The theoretical
background, on the other hand, provides an overview of the relevant theories, concepts, and
existing literature that form the foundation of the research.

The problem statement clearly articulates the specific problem or gap in knowledge that the

research aims to address. It identifies the research questions that will guide the study and sets
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the direction for the research. The research purpose explains the overarching goal or objective
of the study, and the expected contributions highlight the potential theoretical, practical, or
methodological contributions that the research is expected to make to the field. The research
methods section outlines the approach, techniques, and procedures employed to collect and
analyze data. This includes a description of the research design, data sources, data collection
methods (such as surveys, interviews, or archival research), and data analysis techniques.
Finally, the research framework provides an overview of the conceptual or theoretical
framework that will guide the study. It also includes a graphical representation and description

of the key concepts, variables, and their relationships.
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Figure 1.1: Research framework

Overall, Chapter 1 lays the foundation for the thesis by providing the necessary background,
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research objectives, and methodological framework to guide the subsequent chapters of the
thesis.

Chapter 2 is a literature review. The primary focus of this chapter is to review and
synthesize the relevant viewpoints and existing literature. It aims to provide a comprehensive
understanding of the research topic by examining prior studies and theories related to several
key areas. Firstly, the literature review explores relevant studies on tactics for organizations at
both non-corporate and corporate levels in response to LSEs. Next, the literature review
encompasses research on Corporate Social Responsibility (CSR) and its impact on corporate
strategy. It delves into the connections between CSR practices, organizational performance,
stakeholder management, and reputation.

Additionally, the third major aspect reviews relevant literature in the field of corporate
strategic management from three perspectives. First is the market-based view, followed by the
resource-based view. It examines the theoretical foundations and key propositions of these
perspectives, emphasizing their importance in understanding corporate performance,
competitive advantage, and strategic decision-making. Following that, the literature review
delves into strategic research conducted in rapidly changing or turbulent environmental
conditions. It investigates how organizations adapt and respond to dynamic and uncertain
environments, exploring concepts such as strategic agility, dynamic capabilities, and adaptive
strategies.

Throughout the literature review, the aim is to identify theoretical support and innovation
points within the existing viewpoints and research frameworks. This involves critically
analyzing and synthesizing the literature and identifying gaps, inconsistencies, or areas that
require further exploration. We will also discuss relevant conceptual frameworks or models
proposed in prior research. By reviewing and organizing the existing literature, Chapter 2
establishes a solid foundation for the subsequent chapters of the thesis. It helps to position this
study within the broader scholarly discourse, highlighting its theoretical contributions and
novelties within the existing research frameworks.

In Chapter 3, the research model and hypotheses will be presented. This chapter primarily
focuses on introducing the variables that are involved in the research. They include
environmental variables, performance variables, and mediating variables that lie between them.
Due to the complexity of directly measuring each variable, the applied approach is to
decompose each variable into several dimensions or sub-components that are relatively easier
to measure. The decomposition allows for a more nuanced and comprehensive analysis of the

relationships and interactions between the variables.
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In this chapter, hypotheses are proposed to articulate the potential relationships between the
variables. These hypotheses are logical statements predicting the expected outcomes or
associations between specific variables or dimensions. The hypotheses are grounded in the
existing literature and theoretical frameworks and provide a theoretical foundation for the
research model. Based on these hypotheses, a research model is developed in a structured
manner. The research model visually represents the relationships and interactions between the
variables, serving as a conceptual framework for the subsequent empirical analysis.

The research model provides a roadmap for understanding how the variables are
interconnected and how they contribute to the research objectives. By establishing the research
model and hypotheses, Chapter 3 sets the stage for the empirical study and analysis presented
in the subsequent chapters. It outlines the logical framework for examining the relationships
between the variables, guides the research process, and facilitates the interpretation of the
findings.

In Chapter 4 of the thesis, the empirical research design and methods will be presented.
This chapter primarily focuses on the practical aspects of the research, detailing the steps taken
to collect and analyze data. The key components addressed in this chapter include the research
idea, questionnaire design, variable measurement, questionnaire item development, pre-survey
and questionnaire refinement, data analysis methods, data collection, and sample data analysis.

The description of the research idea provides a clear understanding of the objectives and
scope of the empirical study. It explains the rationale behind the chosen research approach and
how it aligns with the research objectives. The questionnaire design is outlined, including
selecting relevant items and scales for measuring the variables of interest. The questionnaire
design ensures that the measurement instruments are valid and reliable in capturing the intended
constructs. Variable measurement is discussed, explaining the operationalization of the
variables through appropriate measurement scales or techniques. This step ensures that the
variables are accurately measured and aligned with the conceptual definitions.

This chapter will explain the process of questionnaire item development and detail how the
test items are formulated based on the chosen measurement scales. This involves careful
consideration of item wording, response formats, and the overall structure of the questionnaire.
The pre-survey phase is described. It involves piloting the questionnaire with a small sample to
assess its clarity, comprehensibility, and suitability. Based on the feedback received, necessary
adjustments and refinements are made to improve the questionnaire’s effectiveness. Data
analysis methods are discussed, explaining the statistical techniques or analytical approaches

employed to analyze the collected data. It includes descriptive statistics, correlation analysis,
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regression analysis, and other methods relevant to the research objectives.

The data collection process is outlined, including the methods used to distribute and collect
the questionnaires from the target participants. This involves online surveys, face-to-face
interviews, and other relevant data collection methods. Sample data analysis is performed,
analyzing the collected data to draw meaningful conclusions and insights. The results obtained
inform the findings and contribute to addressing the research objectives. Ultimately, the formal
version of the questionnaire is established, incorporating the refinements based on the pre-
survey. This final version of the questionnaire is then ready for distribution to the intended
sample. Chapter 4 provides a detailed account of the research design and methods, ensuring the
systematic and rigorous execution of the empirical study.

In Chapter 5, the focus shifts to the empirical analysis and discussion of results. Through
empirical tests and analyses, this chapter investigates various aspects of the research topic. One
key area of investigation is the changes in the strategic management practice of the target SOE
(SMMG) due to LSEs. This chapter explores how LSEs impact the external environment of
SMMG and identifies any significant changer.

Furthermore, it explores the influence of these environmental changes on SMMG’s CSR
response and its trade-off with business innovation. It investigates how SMMG adapts its CSR
practices to the changing environment and the potential trade-off between CSR and innovation
activities. Additionally, the impact of environmental changes on enterprise performance is
examined. The relationship between environmental changes and the performance of SMMG is
analyzed, and whether environmental factors have positive or negative effects on the
enterprise’s performance is evaluated.

Moreover, the chapter also examines how the trade-off between CSR and business
innovation mediates the relationship between environmental changes and enterprise
performance. Through empirical tests and analyses, the results and findings are presented. The
implications of these findings are also presented, providing an in-depth interpretation and
discussion of the empirical results. Chapter 5 contributes to the overall understanding of the
research topic by providing empirical evidence and insights derived from the collected data.
The discussion of the results helps to answer the research questions and address the research
objectives set out in Chapter 1.

In Chapter 6 of the thesis, the discussion and conclusion of the research findings are
presented. This chapter serves as a culmination of the study and provides a comprehensive
overview of the theoretical contributions, practical implications, limitations, and suggestions

for future research. The theoretical contributions of the research will be discussed, highlighting
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the novel insights, advancements, or extensions that the study has made to existing theories,
concepts, or frameworks. This chapter emphasizes how the research findings contribute to the
theoretical understanding of the research topic and potentially fill gaps in the existing literature.

The practical implications of the research will also be explored, discussing the practical
relevance and applicability of the research findings to real-world contexts. This chapter will
outline how the research outcomes can inform managerial decision-making, strategic planning,
and policy formulation in relevant industries or organizations. It highlights the potential benefits
or value practitioners can derive from the study. The research limitations will be acknowledged
and discussed, objectively evaluating the study’s constraints or shortcomings. It highlights the
methodological limitations, data limitations, or constraints that may have influenced the
research outcomes. Recognizing the limitations ensures a realistic interpretation and
understanding of the research findings.

Finally, this chapter will conclude by offering insights and suggestions for future research.
It identifies potential areas for further investigation, unresolved questions, or unexplored
dimensions that could be addressed in subsequent studies. It encourages future researchers to
build upon the current research to deepen the understanding of the research topic and expand
the knowledge base. Chapter 6 serves as a reflective and forward-looking section, summarizing
the key findings, highlighting the significance of the research, and providing a roadmap for
future exploration. It offers closure to the thesis by discussing the broader implications of the

research and setting the stage for future research endeavors.
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Chapter 2: Literature Review

Based on the research framework described, it can be seen that this thesis involves
interdisciplinary research by integrating multiple research fields, including large-scale
emergencies (LSEs), organizations’ response to LSEs, and corporate social responsibility
(CSR). Given the title of the thesis, it is clear that a literature review in both LSEs and CSR is
necessary for a comprehensive understanding of the research topic. The literature review will
help establish a theoretical foundation and contextualize the research within the relevant fields.

Furthermore, the sudden and significant impact of the COVID-19 outbreak in 2020 created
a rapidly changing environment with drastic shifts in resources and conditions. In this context,
the specific state-owned enterprise (SOE) under investigation in this research might have faced
challenges in implementing subsequent innovative business strategies and supporting measures.
Overcoming these challenges might require breaking through the constraints of existing
strategic planning and business practices. Considering the dynamic nature of the environment
and the need for adaptability, this research aims to explore how organizations, particularly the
target SOE, could effectively respond to the changing landscape and navigate the challenges
imposed by LSEs.

This may involve examining the strategic planning processes, resource allocation,
innovation initiatives, and other factors that enable organizations to adapt and thrive in
unexpected situations. The interdisciplinary nature of this research allows for a comprehensive
exploration of the interplay between LSEs, strategic management practices, CSR, and the
specific case of SOE. It will provide a broad perspective and offer insights into the complex
dynamics and strategic decision-making processes in the face of large-scale changes and
turbulence.

In addition to the literature review mentioned above, this thesis also includes a review of
the literature on strategic management at the enterprise level and concrete measures at the micro
level. This additional literature review aims to provide a comprehensive understanding of the
strategic management practices employed by enterprises and the specific actions taken at the
operational level to support strategic goals. The literature review on strategic management at
the enterprise level involves exploring the theoretical frameworks, models, and concepts that

guide strategic decision-making and execution within organizations. It helps establish a
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foundation for understanding the strategic management process, including the formulation,
implementation, and evaluation of strategies.

The literature review on concrete measures at the micro level delves into the specific actions,
tactics, and practices organizations undertake to support their strategic objectives. This review
focuses on the operational aspects of strategic management, covering topics such as resource
allocation, performance management, innovation, and organizational design. To establish a
connection between LSEs and strategic management, we will also examine relevant literature
on rapidly changing or turbulent environments. This cross-disciplinary literature review
explores how organizations navigate and adapt to dynamic and uncertain contexts, highlighting
concepts such as strategic agility, dynamic capabilities, and resilience. By doing so, it helps
establish a link between the macro-level impacts of LSEs and the strategic management
practices employed by organizations to respond to and thrive in turbulent environments.

Through the additional literature reviews mentioned above, we aim to provide a
comprehensive understanding of the research topic by integrating insights from multiple levels
of analysis and bridging different fields of study. This interdisciplinary approach can enhance
the richness and depth of the research, allowing for a more holistic examination of the strategic

management challenges and opportunities arising from LSEs.

2.1 Studies on measures in response to LSEs

In recent years, various crises, including LSEs, have occurred. Governments, enterprises, and
other non-governmental organizations have implemented various measures to deal with these
crises, and scholars have conducted research on crisis management strategies. The
government’s response primarily involve personnel evacuation, rescue operations, medical
treatment, emergency supply support, logistics and transportation coordination, and
establishing emergency mechanisms. H. Sun et al. (2021) defined LSEs as major events that
occur unexpectedly due to certain inevitable factors, resulting in significant harm, loss, or
impact on society and requiring immediate action to address.

McPhillips et al. (2018) conducted a review of studies on extreme events. They found that
while it was easy to identify such events, defining them posed challenges. Specifically, 87% of
the scholars provided a definition of extreme events, with 27% being general and 73% specific.
Moreover, the definition of extreme events varies widely across disciplines. Consequently, the
authors argued that it was inappropriate to define extreme events based solely on the impacts

that occurred or using a single, uniform threshold value. Instead, they suggested that different
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disciplines and fields should define extreme events differently. According to McPhillips et al.,
an appropriate definition of extreme events should encompass essential elements, such as the
type of event, the social-ecological-technological system (SETS) that might be affected, and
the threshold used to characterize the event as extreme. Furthermore, the definition should also
include the rationale behind selecting the specific threshold.

The emergency possesses three fundamental characteristics: harm, urgency, and uncertainty
(X. F. Li, 2018; Rodriguez et al., 2018). Research has pointed out that harm primarily
encompasses four aspects: human, economic, environmental, and reputational. Urgency is
mainly manifested in the need to control the situation, protect people’s lives and property,
restore infrastructure, and promptly respond to the evolving circumstances. The uncertainty
component mainly consists of the uncertainty regarding the emergency’s information, its
prospects, and uncertainties caused by the management entity. All three aspects serve as a test
of the emergency management entity’s capabilities. The key to effectively managing
emergencies lies in enhancing the emergency management entity’s comprehensive management

quality and capabilities (X. F. Li, 2018).
2.1.1 From a non-corporate perspective

Crisis management was defined as a series of efforts aimed at minimizing the impact of urgent
threats. They established a research framework for crisis approach, pointing out that crisis
managers included both strategic (decision-making) level and more operational level personnel.
Crisis management should vary according to the “knowability” of the situation. Effective and
legitimate crisis management could be enhanced by the performance of several management
functions: 1) Early detection, 2) sense making (i.e., consensus building), 3) making critical
decisions, 4) crisis coordination, 5) meaning making, 6) accounting for performance, and 7)
learning lessons (Rodriguez et al., 2018).

Stasavage (2020) believed that democratic states and authoritarian states had their
respective advantages and disadvantages in dealing with LSEs. In autocracies, centralization of
power allows for decisive actions but could also suppress information and ignore problems. In
democracies, greater transparency makes it hard to cover up a threat, but the decentralization
of power, which is inherent to democracies, could lead to a slow and potentially ineffective
response to LSEs or even an inability to cope with LSEs; still, the high transparency of society
makes it difficult to conceal and suppress information. Stasavage offered three options for
democracies to act more decisively in the face of LSEs: 1) constitutional dictatorship under a

state of emergency, 2) delegate emergency power to localities, or 3) build central state capacity
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and limit emergency power. At the same time, he pointed out that the third option was the safest
and most effective tactic.

Similarly, Carlson et al. (2018) also emphasized the importance of information
transparency in government response to crisis events and pointed out that the stability of
policies, the adequacy of communication, the trust of citizens, and external accountability
mechanisms were also crucial to the management effectiveness of the government in dealing
with crisis events. Governance institutions must increase trust in policy and reduce reliance on
rumors to bolster policy compliance and, in turn, boost their own management capacities. X. F.
Li (2018) also pointed out that news media should be fully used to actively report and post
messages in public. H. Sun et al. (2021) proposed that in LSEs, capacity sharing could be carried
out among different organizations to make up for their shortcomings. This approach could
significantly reduce the risk of insufficient capacity and resources.

Howitt et al. (2009) believed that emergencies could be generally divided into two modes:
1) Model R (routine emergencies), which means that when a particular type of emergency
happened frequently in places with resources to organize and prepare, it would become a routine
event. 2) Model C (Crises) refers to an emergency situation of a specific one that had never
occurred or of an unusual scale, or with unknown causes or an atypical combination of causes,
making people face new challenges, and the facts and effects of such challenges could not be
quickly understood and digested when the crisis occurred.

There are situations in Model C that are called “emergency crises.” They are crises that did
not happen suddenly, but festered and grew in more ordinary circumstances that often masked
their appearance and were invisible or misjudged. For example, severe acute respiratory
syndrome (SARS) occurred in China from 2002 to 2003, and the coronavirus disease (COVID-
19) ravaged the world from 2019 to 2021. This kind of emergency crisis is particularly difficult
and challenging for people.

These authors pointed out that there were different response modes to different emergency
modes. All emergencies involve a high level of risk and significant uncertainty. They almost
always involve rapidly evolving events and correspondingly impose significant time pressures
on decision-makers. They are highly “contingent”, and the final outcome depends largely on
the actions taken by the various stakeholders affected by the emergency. An organization coping
with an emergency must be able to choose a more favorable model for responding to the
economic situation that is occurring. They also emphasized that both Model R and Model C
were essential for better emergency response management and that response organizations must

develop the ability to operate and switch between these two modes.
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They highlighted that facing an emergency, the signs of an effective response were: (1) To
have the capability to carry on the reasonable positioning of the situation and then creatively
design new methods to cope with the emergency rapidly, and the capability to make use of
different disciplines across departments and creatively put them together, producing new but
untested solutions; (2) To prepare plans based on capability (rather than threat) beforehand; (3)
To have the capability to reform the organization as needed.

Shi (2009) pointed out that the statistics, distribution, and recovery of emergency supplies
needed were a process of mutual coordination, influence, and cohesion based on the information
of material needs. Emergency supplies information platform and communication platform are
the key components of emergency supplies support. The blindness, disorder, and chaos of
emergency supplies scheduling and recovery could be improved through the coordination of
the above three processes and the combination with the SMS platform, which has the
advantages of instant messaging.

Tang (2009) established a multi-objective model that simulates the distribution of the
needed emergency supplies among manufacturers in LSEs when the need for emergency
supplies exceeds the supply. Taking the manufacturer’s capacity, cost, and required production
time as the constraints, with minimizing the emergency response time and emergency cost as
the goals, it seeks quick and economical production and distribution of emergency supplies
(especially the part of output gaps).

L. Chen and Wang (2010) believed that timely and efficient dispatch of emergency
resources was crucial to the effectiveness of emergency response. They established a
“satisfaction”-based optimal dispatch model of emergency materials to simulate the use of
limited emergency relief materials with maximum efficiency at the initial stage of rescue. Gong
(2010) pointed out the importance of psychological intervention in emergencies and believed
that professional psychological teams should be established and trained to screen target groups,
understand their psychological response, formulate and implement intervention plans, and track
and evaluate the intervention effect.

Way and Yuan (2014) built a context-aware Multi-party Coordination System (CAMPCS)
framework for large-scale complex event processing, extending the concept of dynamic
decision making and the capabilities of dynamic decision support systems in response to large
and complex events. Three new components in CAMPCS were emphasized: (1) context
awareness, (2) multi-party relationship, and (3) task-based coordination. Xiao et al. (2018)
believed that in LSEs, the logistics distribution system based on the hub-and-spoke network

model was a very effective network structure. It has the characteristics of scale economy, can
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give full play to the efficiency of transportation means and transportation network, and can help
achieve the purpose of emergency support in LSEs. Government should systematically sort out
the weaknesses of the national reserve system, build resilience in the long term, improve the
reserve efficiency, optimize the production capacity layout of key materials, and improve the
unified emergency supplies support system (J. Wang & Wang, 2020; Zhan & Chen, 2021).

Qi (2020) also proposed that reserve categories should be improved in their classification,
grading, quality, and efficiency; the reserve structure should be optimized by combining
government and society, central and local governments, physical objects and production
capacity; guarantee of five aspects, namely, the system, organization, facilities, funds, and
information, should be strengthened. Government and non-enterprise organizations’ behaviors
and outcomes in LSEs create the external market and environmental conditions for enterprises’
behavior patterns in LSEs. There is plenty of literature on the behavior pattern of government
in LSEs or crises, covering fields such as personnel evacuation, rescue, medical treatment,
emergency supplies support and logistics transportation, legislation, emergency mechanism

establishment, infrastructure construction, and information system establishment.
2.1.2 From an enterprise perspective

Very little literature is devoted to enterprises' behavior patterns in LSEs or crises. One reason
might be that, as the scholars reviewed above pointed out, although there are many stakeholders
in the response to LSEs, the leading role is the government. On the other hand, most scholars
focus their research on ordinary emergencies or crises rather than LSEs.

Coombs and Laufer (2018) divided crisis management into three stages: the pre-crisis stage
(prevention and preparation), the crisis stage (response), and the post-crisis stage (learning and
revision). In the pre-crisis phase, enterprises should focus on how to communicate with
stakeholders to reduce the risk of a crisis. During the crisis stage, enterprises should seek the
support of a reliable third party when communicating messages. In the post-crisis phase,
businesses should focus on actions to promote post-crisis learning. Z. Peng et al. (2003) pointed
out that to respond to emergencies quickly and accurately, enterprises must establish a set of
response mechanisms to respond to emergencies.

On the one hand, a dedicated organization should be set up to deal with emergencies; on
the other hand, enterprises should strengthen the education and training of employees,
especially executives and marketing personnel, to improve their awareness of responding to

emergencies. In the event of an external emergency, an enterprise should adjust its marketing
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strategy from the aspects of Product, Price, Promotion, and Place (4P) under the guidance of its
own enterprise strategy and marketing strategy.

Graham and Johns (2012) pointed out that in the case of enterprise-level emergencies, since
executives simply could not “improvise” at all when a crisis stroke, it would be wise for
companies to have deliberate contingency plans before a crisis stroke. A deliberate plan to cope
with a crisis is good for a company’s reputation, can drive leaders to act in an orderly way, and
can get them to focus on the most urgent priorities.

According to Graham and Johns, a company’s emergency planning should follow six
principles: (1) identify the decision makers on the spot, (2) identify the disaster work from the
administrative level down to the specific individuals, (3) “backup plan” and redundant
resources prepared, (4) abandon or simplify the standard policies under internal control, (5)
establish an emergency response organization parallel to the existing organization of the
enterprise, (6) access to external organizations and capabilities that may be available during an
emergency. At the same time, they pointed out six barriers to contingency planning: (1) hollow
plan, (2) ineffective assumptions, (3) normalcy cognitive bias, (4) misinformation, (5) missing
emergency response plan template, and (6) failing in plan updating.

In the context of economic crisis, Aboudzadeh et al. (2014) studied the influence of job
satisfaction, income increase, cost reduction, and strategy change on crisis management through
an empirical investigation of specific projects in Iran. The study confirmed that crisis
management is positively associated with three factors, namely increased income, cost
reduction, and strategy change, but not with job satisfaction. They pointed out that academic
discussions and practical solutions were essential to prepare for crisis planning and strategic
management processes, and that action plans could help managers assess dynamics in the
business environment and familiarize them with similar changes. If crisis planning and
management are properly performed, crises are not always a threat and may be translated into

positive consequences.
2.1.3 Section summary

There is very little literature devoted to discussing and studying the behavior patterns in LSEs
or crises from the perspective of enterprises. On the one hand, as the scholars reviewed above
pointed out, in response to LSEs, although there are a large number of stakeholders, the leading
role is the government. On the other hand, most scholars focus their research on ordinary
emergencies or crises rather than LSEs. Once enterprises take the main role in response to LSEs,

the non-enterprise organizations’ coping tactics (especially the government’s) have a certain
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guiding significance. Therefore, in this thesis, we reviewed relevant literature on how non-
enterprise organizations (especially governments) respond to LSEs.

Literature review of non-enterprise organizations mainly involves the characteristics of
emergency management in some major countries, the classification of emergency events, the
establishment of crisis management mechanisms and early warning systems, and rescue model,
among others. Studies such as those on establishing crisis management mechanisms have a
guiding significance for enterprises dealing with LSEs. Although literature on the enterprise
level mainly addresses how enterprises cope with ordinary incidents rather than LSEs like
COVID-19, research on how to establish response mechanisms, how to make adjustments from
specific business aspects, how to prepare emergency plans in advance, and principles to deal

with emergencies serve as meaningful references for our research.

2.2 Relevant studies in the field of CSR

2.2.1 The concept and development history of CSR

The concept of Corporate Social Responsibility (CSR) was put forward nearly a century ago,
but more consensus has yet to be reached regarding its concept. CSR has different meanings at
different times, and different countries and regions have diversified focuses. For example,
Chinese consumers are more concerned about enterprises’ production of safe and high-quality
products for the society, Germany is more concerned about enterprises providing more stable
employment for the society, and South Africa is more concerned about enterprises’
responsibility in health care and education (Weber & Wasieleski, 2018; Yevdokimova et al.,
2019).

According to Bowen (1953), businessmen, as the implementers of CSR, should align with
relevant policies according to the goals and values of the society, make corresponding decisions,
and take specific actions and obligations in line with the ideal. The subjects undertaking social
responsibility are businesses.

Bowen proposed that the businesses offered two types of products. The dominant type is
products and services such as aircraft, clothing, Coca-Cola, and audit; the implicit type is the
conditions for producing these products and services, such as salary benefits, working
conditions, environmental protection, advertising, sales, financial status, and community
relationships. He argued that CSR was based on a “voluntary” rather than a statutory obligation,

though he later revised it himself. Twenty-five years later, he pointed out that the voluntary
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principle could not effectively ensure that enterprises fulfill their social responsibilities, and
CSR should be based on the social control of enterprises.

However, even in the 21st century, some scholars still argue that social responsibility is
based on the “voluntary” actions of companies. According to Polish scholars Macuda et al.
(2015), CSR means that companies “voluntarily” take social, moral, and ecological aspects into
account in business operations, build long-term strategic ideas, and take responsibility for their
decisions and activities. They believed that CSR affected the local community and the
environment and triggered a dialogue between internal and external stakeholders.

Many scholars have provided their definitions of CSR. According to Davis (1960), CSR
means businessmen’s decisions and actions taken for reasons at least partially beyond the
enterprise’s direct economic or technological interest. This included several meanings: one is
that the rationale of enterprises’ social responsibility behaviors includes direct economic or
technological benefits; the other is that part of enterprises’ social responsibility is not triggered
by direct economic or technological benefits. Davis also argued that “social responsibility”
referred to socio-economy and socio-human’s obligations towards others, and that their
responsibilities and powers coexisted and were proportionate or positively correlated.

He further pointed out that “business is business, and all act of social responsibility crosses
the line”, and “companies should be godfathers of society because they have huge economic
resources” were both wrong. He stressed that companies had both economic need and “human
relationships” need, which is based on psycho-social need. Both needs could affect their
decisions, and entrepreneurs’ primary social responsibility is to find feasible solutions regarding
the nature and scope of their social responsibility. The European Commission described CSR
as companies voluntarily deciding to contribute to a better society and a cleaner environment
by integrating social and environmental concerns in their business operations and their
interaction with their stakeholders (COM, 2001).

According to Hopkins (2005), CSR concerns should be ethical or socially responsible to
the enterprise’s stakeholders inside and outside the enterprise. The purpose of fulfilling social
responsibility is to create a higher standard of living for internal and external stakeholders of
the enterprise while maintaining the enterprise’s profitability. This author also pointed out that
it was difficult to define ethics and stakeholders. Still, at least stakeholders should include
internal shareholders, investors (including institutions and individuals), board of directors,
managers and employees, external suppliers, customers, natural environment, government, and
local communities. Hopkins also described the concept framework of CSR in detail from three

aspects: the social responsibility principle, social response process, and social responsibility
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consequence.

Since the concept was put forward for decades, the idea of CSR has been developing
continuously. From the 1930s, the prevailing view of CSR slowly changed to the idea that
companies should be accountable to all stakeholders, including shareholders, employees,
partners, and governments. Especially in the 1990s, with the acceleration of globalization, the
global environment, including social, market, and ecological environments, changed
significantly. With the aggravation of the gap between the rich and the poor, the intensification
of international competition, the destruction of natural resources, and the deterioration of the
ecological environment, people became increasingly dissatistfied with the enterprises’ excessive
emphasis on maximizing shareholders’ interests.

Therefore in the 1990s, the Code of Practice Campaign came into being in Western
developed countries (X. Zhou, 2012). The core of this campaign was to require multinational
corporations to assume social responsibilities in operation and market competition, take into
account the basic rights of workers, and fulfill social obligations such as environmental
protection while pursuing profit maximization. This campaign continued into the early 21st
century, with the participation of a large number of well-known multinational corporations,
which promoted the trend of corporate fulfilling their CSR.

After nearly a century of development, the academic circles’ understanding of CSR is
constantly enriched. Nowadays, CSR has evolved from simple philanthropy to a more
theoretical concept, a new corporate philosophy that considers all stakeholders’ interests (Diez-
Canamero et al., 2020). Moreover, in recent years, the concept of CSR has shown signs of
integrative development with the concept of sustainable development (SD), and research on
CSR and SD has grown exponentially in the past 20 years (Meseguer-Sanchez et al., 2021). The
proposals of the concept of CSR, the relevant viewpoints, and the development history of the
definition of CSR in academic circles are shown in Table 2.1.

Table 2.1: Summary of CSR concepts and development history

Scholar Year Viewpoint

Weber & Wasicleski 2018 The concept of “corporate social responsibility” was first put
forward.
Businessmen are the implementers of social responsibility.
According to the goals and values of the society, they approach
relevant policies, make corresponding decisions, and take ideal

Bowen 1953 concrete actions and obligations. The subject of liability that
undertakes social responsibility is the companies themselves.
Their social responsibility is based on a “voluntary” rather than a
statutory obligation.
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CSR means businessmen’s decisions and actions taken for
reasons at least partially beyond the firm’s direct economic or
technological interest. CSR refers to the obligations towards

Davis 1960 others that socioeconomic and sociohuman have, and that their
responsibilities and powers coexist and are proportionate or
positively correlated.

CSR means companies deciding voluntarily to contribute to a

COM 2001 better society and a cleaner environment by integrating social and

environmental concerns in their business operations and in their

interaction with their stakeholders.

CSR concerns should be ethical or socially responsible to the

company’s stakeholders inside and outside the companies. The
Hopkins 2005 purpose of fulfilling social responsibility is to create a higher
standard of living for internal and external stakeholders of the
companies, while maintaining the profitability of the companies.
The Code of Practice Campaign in 1990s required multinational
corporations to assume social responsibilities in operation and

Zhou 2012 market competition, take into account the basic rights of workers,
and fulfill social obligations.
CSR means that companies “voluntarily” take social, moral, and
ecological aspects into account in business operations, build
Macuda et al. 2015 long-term strategic ideas, and take responsibility for the decisions

and activities they make. CSR affects the local community and
the environment and triggers a dialogue between internal and
external stakeholders.
CSR has evolved from simple philanthropy to a more theoretical
2020 concept, which is a new corporate philosophy that takes into
account the interests of all stakeholders.
The concept of CSR has shown signs of integrative development
2021 with the concept of sustainable development (SD), and research
on CSR and SD has grown exponentially in the past 20 years.
Source: Weber & Wasieleski (2018), Bowen (1953), Davis (1960), COM (2001), Hopkins. (2005), Zhou (2012),
Macuda et al. (2015), Diez-Cafiamero et al. (2020) and Meseguer-Sanchez et al. (2021).
To sum up, from before the birth of the concept of CSR till now, there have been two

Diez-Cafiamero et
al.

Meseguer-Sanchez
et al.

extremes in academic circles about whether enterprises should undertake social responsibility.
One is that enterprises should not bear social responsibility at all but only focus on economic
responsibility. The other is that enterprises should assume the role of godfather of society. The
definition of CSR has yet to reach a consensus. Still, most scholars’ views fall between the
above two extremes, only differing in the proportion of economic and non-economic
responsibility, the category or nature of non-economic responsibility, and whether it is voluntary.

For example, the social responsibility of Chinese tobacco companies is mainly reflected in
taxes, which are known to finance most of China’s military spending. However, in China’s
textile raw materials industry, the most important part of social responsibility is clearly not
paying taxes. We hold that since the birth of enterprises, no enterprise does not bear any social
responsibility, even for “one-person limited liability company”. As we all know, a company, in
the first place, must operate legally within the legal framework of the country or region where

it is located, which means it must fulfill its legal responsibilities. Otherwise, the company and
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its shareholders or managers would be subject to legal sanctions. In the second place, it has to
hire somebody to deal with its business. Therefore, it more or less undertakes the social
responsibility of reducing the unemployment rate. Even if it is a one-person limited liability
company, it will at least solve the employment problem of the shareholder. Thirdly, as Smith
(2023) pointed out, the unemployment of many thousands of people would lead to disorder.
While an enterprise makes a profit itself, it also gives constant employment to a number of
industrious people, thus benefiting the country. In other words, since reducing unemployment
directly and positively affects social stability, any enterprise naturally bears the responsibility
for maintaining social stability. Fourthly, Samuelson et al. (2021) pointed out that gross
domestic product (GDP) = investment (I) + household consumption (C) + government purchase
(G) + net export (X). Since every enterprise must pay salaries to its employees, the salaries
directly constitute the employees’ payment capacity as consumers, and the payment capacity
makes a social contribution to “household consumption” (C), one of the three essential parts of
the country’s GDP. Fifthly, every business, even a loss-making one, pays taxes more or less.
Paying taxes by the law not only means that enterprises are fulfilling their legal responsibilities
but also means that they are contributing to the government’s ability to purchase services and
products. Such capacity to pay makes a social contribution to the “government purchase” (G),
an integral part of the country’s GDP.

To sum up, the review of the concept and development history of CSR has a clear guiding
significance for this thesis, which focuses on the trade-off between CSR response and business

innovation of SMMG, the subject of the study.
2.2.2 The measurement of CSR

2.2.2.1 Exponential method

Regarding the measurement of CSR, index systems such as Dow Jones Sustainability Index
(DJSI) (Schmutz et al, 2020), the Accountability 1000 Series (AA1000S), Social
Accountability 8000 (SA8000) (Lozano, 2020), and Amnesty International Human Rights
Guidelines for Companies (Macintyre, 2020; Muchlinski, 2021) have been put forward to
quantify the performance of CSR. However, most of the information was based on weak
nominal or, at best, ordinal data, which made these attempts appear weak. This kind of method
is called the exponential method in academic circles. It usually uses the scores or rankings of
various indexes to measure or compare enterprises’ CSR performance and sustainable

development status from the perspectives of stakeholders (such as employees, consumers, and
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communities) (Curras-Pérez et al., 2018), the environment (Martini, 2021), and business ethics
(Brunk & Boer, 2020; Ferrella et al., 2019).

The Milton Moskowitz ranking is based on the Reputation Index or content analysis to
evaluate and rank enterprises from multiple dimensions of CSR, such as employee, consumer,
and community. The downside of the Reputation Index is that the rankings are highly subjective,
including three categories: outstanding, honorable mention, and worst. There may be significant
variation among different observers, making it difficult to measure CSR adequately with this
method (Barauskaite & Streimikiene, 2021; Ozbay & Adigiizel, 2019).

The Dominion 400 Index (KLD400) is also commonly used to measure CSR. It is based on
the social performance attributes consistently rated by 8 KLD in the S&P 500, such as employee
relations, environment, diversity, product, and community relations. These attributes are
assigned different weights, and the enterprise’s CSR performance is assessed by the weighted
mean of the CSR scores (Chhetri & Sharma, 2022; Ghoul & Karoui, 2022; Zavyalova &
Popkova, 2022).

Although the exponential method has been adopted by a large number of scholars to
measure CSR, its limitations are also evident. No index has been used consistently by scholars,
and the indexes are highly subjective. Different indicators reflect different issues: some focus
on the employees, some on the environment, and others on the relationship with other
stakeholders. Regional and industry differences are difficult to address, and the accuracy with

which indicators reflect reality is also controversial.
2.2.2.2 Content analysis method

Besides the Reputation Index, the Milton Moskowitz ranking can also use content analysis to
analyze, evaluate, and rank multiple dimensions of CSR. Over the years, corporate self-
disclosure reports have been the primary source of information for content analysis in both
public and private companies, either in response to government initiatives or due to mandatory
disclosure by regulations. More and more enterprises disclose their social responsibility
performance information to the society using suitable models according to their needs. The
most common forms of self-disclosure reports are periodic reports (such as annual reports),
CSR reports, and sustainable development (SD) reports (Christensen et al., 2021; Gillan &
Koch, 2021).

Then, relevant institutions and scholars would collate and analyze the information disclosed
in public companies’ annual reports, CSR reports, and SD reports and construct disclosure

scales. By analyzing public companies’ social response and its dimensions, and the relationship
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between social participation and corporate financial performance, they design scoring systems
and draw conclusions related to CSR, for example, whether the CSR behaviors of the companies
contribute to their financial performance, community relationship, and consumer recognition
(Jang & Ardichvili, 2019; Lubis et al., 2019; Torelli et al., 2020). This method can be called the
content analysis method.

Meng et al. (2018) proposed a comprehensive corporate social responsibility model, that is,
a “four-in-one” model involving responsibility management, economic responsibility, social
responsibility, and environmental responsibility. With CSR reports, annual reports, and official
website information as the primary information sources, they constructed a sector-specific
social responsibility evaluation index system for evaluating the social responsibility
management system construction status and social responsibility information disclosure level
of China’s top 100 enterprises.

It can be seen that this method has a certain objectivity because the used reports are subject
to audit and evaluation before disclosure (Gongalves et al., 2020). However, there may be some
biases in such information and data, such as exaggerated information. At the same time, it may
also have limitations of incomplete or discontinuous information. Moreover, the individual
differences and preferences of enterprises (or their managers) and scholars may make it difficult

to standardize and unify the research model using this method.
2.2.2.3 Scale survey method

There is a third type of method, namely the scale survey method. The classic Carroll’s four-
dimension pyramid framework is often used to assess CSR and SD (Jarkovska, 2020; Junior et
al., 2023). The four layers of the pyramid, from the bottom to the top, are economic, legal,
moral, and charitable (or discretionary) responsibilities. Following Carroll’s four-dimension
pyramid model, Meynhardt and Gomez (2019) developed an alternative method based on the
concept of public value, integrating the micro basis of psychological research into basic human
needs. It can occasionally adapt to different cultural contexts because it allows for adaptive
internal reordering.

For another example, Weber and Wasieleski (2018) developed a multi-step measurement
model, the “Corporate Social Responsibility Influence Model”, which measures the influence
of corporate social responsibility activities on enterprises from the perspective of enterprises.
The model divides the business benefits of CSR into five categories: “positive influence on
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management and risk reduction for CSR”.

Some of the benefits are monetized and some are non-monetized (especially for qualitative
variables). They are all incorporated into the model to ensure adequate monitoring. The model
not only evaluates the added value of corporate social responsibility but also continuously
evaluates and monitors the correlation between KPIs, qualitative indicators, and corporate
strategy. The model was applied to Philips’” CSR program, and the conclusion was that “the
CSR program helped Philips improve the relationship with stakeholders in direct transactions,
such as employees, customers and business partners” and “the CSR program successfully
promoted the realization of Philips’ charity goals”.

To a large extent, this method solved many problems in CSR measurement by using
quantitative indicators, but it is time-consuming, labor-consuming, and with strong subjectivity.
The three CSR measurement methods above could be mixed and matched to complement each
other’s strengths (Chhetri & Sharma, 2022; Jang & Ardichvili, 2019; Meng et al., 2018).
However, they have different focuses. Some tend to measure the overall CSR or corporate
financial performance (CFP) situation of the enterprises in the market, some focus on the status
of a single enterprise, and some focus on measuring a single enterprise’s CSR dimension. There

is no unified pattern.
2.2.3 The relationship between CSR and CFP

However, there are divergences in academic circles on whether CSR fulfillment will bring
positive economic performance. Scholars’ views on the relationship between CSR and

economic performance roughly fall into three categories.
2.2.3.1 Positive correlation

The first kind of view holds that there is a positive correlation between enterprises’ social
responsibility fulfillment and the economic performance; that is, enterprises that undertake
more social responsibilities have better economic performance. Walker et al. (2019) argued that
CSR behavior was positively correlated with financial performance in planned economies.
Similarly, Kao et al. (2018) believed that in China’s planned economy, CSR behaviors of non-
SOEs were positively correlated with financial performance.

According to the research of Hasanudin et al. (2019), CSR has a positive impact on
corporate reputation; it also has a positive impact on corporate financial performance (CFP)
indirectly through the intermediary variables “corporate reputation” and “double-loop learning”.

That is, CSR activities, supported by business interests such as corporate reputation and double-
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loop learning, positively impact CFP.

S. J. Cho et al. (2019) from South Korea analyzed the relationship between CSR
performance and financial performance by taking 191 public companies on the Korea Stock
Exchange as samples. The results showed that although CSR activities positively impacted
financial performance, not all CSR activities had a statistically significant effect on financial
performance. Therefore, companies should focus on those CSR activities that showed
significant effect to ensure the efficiency and effectiveness of their corporate activities.

H.Y. Ali et al. (2018) believed that CSR arose from enterprises’ social pressure or economic
benefits and was a core value contributing to sustainable development. The study on 229 public
companies on Pakistan Stock Exchange indicated that corporate image and customer
satisfaction played a partial mediating role in the relationship between CSR and financial
performance. CSR could build a positive image among stakeholders, reduce the overall cost,
and significantly positively affect the enterprise’s financial performance (H. Y. Ali et al., 2020).

Through a study of data from non-financial companies listed on the Pakistan Stock
Exchange, Butt et al. (2020) showed that there was a significant positive correlation between
CSR and enterprise performance. For CSR, they mainly selected the dimensions of donation,
education, and community development, and for corporate value, they selected the return on
investment and Tobin’s Q value. However, when corporate governance was used as a moderator,
the interaction between CSR and corporate value weakened. Relevant views on the positive
correlation between CSR and CFP are shown in Table 2.2.

Table 2.2: Summary of positive correlation between CSR and CFP

Scholar Year Main idea

Kao et al. 2018 In- China, the CSR behavior of non-SOEs was positively correlated
with CFP.

Walker et al. 2019 CSR be;hawor was positively correlated with CFP in planned
economies.

) CSR activities, supported by business interests such as corporate
Hasanudin etal. 2019 reputation and douglr:e-loop le};rning, have a positive effect on ré)FP.
Cho et al. 2019 Some CSR activities had a positive effect on CFP, but not all.
Ali et al 2018,  CSR could build a positive image among stakeholders and reduce the
' 2020 overall cost. It had a significant positive effect on CFP.
There was a significant positive correlation between CSR and CFP.
Butt et al. 2020  When corporate governance was used as a moderator, the interaction
between CSR and corporate value weakened.
Source: Kao et al. (2018), Walker et al. (2019), Hasanudin et al. (2019), Cho et al. (2019), Ali et al. (2018, 2020),
and Butt et al. (2020).

2.2.3.2 Negative correlation

The second type of view holds that there is a negative correlation between enterprises’ social

responsibility fulfillment and the economic performance; that is, enterprises that undertake
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more social responsibilities have lower economic performance. Zhu and Yang (2009)’s
empirical research on 691 A-share listed companies in Shanghai Stock Exchange (SSE)
indicated that corporate responsibilities to employees and suppliers were significantly
negatively associated with Return on Assets (ROA). Instead of talking about CSR in vague
terms, they describe CSR as responsibilities to individual stakeholders, such as employees,
suppliers, and public utilities.

Walker et al. (2019) argued that CSR behavior was negatively correlated with financial
performance in liberal market economies. On the contrary, Kao et al. (2018) believed that in
China’s planned economy, CSR behavior of SOEs was negatively correlated with financial
performance because the managers of SOEs were appointed by the government or government-
authorized agencies (Giosi & Caiffa, 2021) and thus had a strong subjective motivation to over-
invest in CSR behavior to better serve the national interest and ensure the survival of SOEs.

Parvin et al. (2020) reviewed the existing literature on the relationship between earnings
management and CSR in different countries and showed that there might be a negative
correlation between CSR and earnings management practices. This relationship depends on
causality, information asymmetry, how resources are used, awareness of environmental issues
and ethical issues, tax avoidance tendencies, corporate governance practices, corporate nature,
political environment, opportunistic incentives, stakeholder capital, and manager psychology.
Relevant views on the negative correlation between CSR and CFP are shown in Table 2.3.

Table 2.3: Summary of negative correlation between CSR and CFP

Scholar Time  Main idea

Research on hundreds of public companies in SSE showed that
Zhu & Yang 2009  there was a significant negative correlation between corporate
responsibilities to employees and suppliers and ROA.
In China, the CSR behavior of SOEs was negatively correlated
with CFP.
CSR behavior was negatively correlated with CFP in liberal
market economies.
There may be a negative correlation between CSR and earnings
management practices.
Source: Zhu & Yang (2009), Kao et al. (2018) Walker et al. (2019), and Parvin et al. (2020).

Kao et al. 2018

Walkeretal. 2019

Parvinetal. 2020

2.2.3.3 Nonlinear or uncertain relationship

The third type of view holds that there is a nonlinear or uncertain relationship between
enterprises’ social responsibility fulfillment and financial performance. In other words, the
relationship between social responsibility and enterprise performance is neither strictly negative
nor positive and difficult to determine (Montoya-Cruz et al., 2020). From the perspective of

industrial competitive level, K.-H. Kim et al. (2018) analyzed the data of 113 public companies
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in the software industry in the United States between 2000 to 2005 and found that when the
level of competitive actions was high, active CSR behaviors would improve the financial status
of the companies. However, when the level of competitive actions was low, irresponsible CSR
behaviors (negative CSR) could actually improve the company’s financial performance.

Yoon and Chung (2018) argued that positive internal CSR behaviors, such as corporate
culture and working environment, could motivate employees and managers to make a strong
commitment to their organization, which might reduce the staff turnover rate and ultimately
enable the company to generate positive financial profitability. At the same time, external CSR
activities could not effectively improve the company’s operating profitability in the short term.
External CSR, such as consumer and community practices, had a direct negative effect on short-
term financial performance. External CSR was effective in increasing market value but may not
increase the operating profitability of a business. Corporate internal CSR was effective in
improving short-term profitability but not in improving long-term profitability.

Kao et al. (2018) argued that in China, the relationship between CSR and CFP depended on
whether the enterprise was state-owned or not. Wotowiec et al. (2019) used network analysis to
implement the strategic vision of CSR into the organization. They argued that, in competitive
markets, cost-benefit analysis of CSR programs could be tested using the resource-based view
(RBV) theory. An enterprise with a strategy based on social responsibility could maintain a high
return on its investment only if its strategy is not duplicable, otherwise, it would be challenging
to maintain a high return.

Through the uni-variate test and the multivariate test involving control variables known to
be related to financial performance indicators, Awaysheh et al. (2020) found that the enterprise’s
performance level and relative valuation were higher among enterprises with better social
responsibility performance. However, when the instrumental variable method was used to
reduce latent endogenous variables, those enterprises no longer showed significantly higher
level of financial performance. The expectations of CSR’s effect on financial performance
evolve over time (Awaysheh et al., 2020; Kao et al., 2018). Relevant views on the non-linear or
uncertain relationship between CSR and CFP are shown in Table 2.4.

Table 2.4: Summary of nonlinear or uncertain correlation between CSR and CFP

Scholar Year  Main idea
They found that when the level of competitive actions was high,
active CSR behaviors would improve the financial status of the
Kim et al. 2018  companies. When the level of competitive actions was low,
irresponsible CSR behaviors could actually improve the company's
financial performance.
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They categorized CSR into internal-CSR and external-CSR, and
indicated that internal-CSR was effective in improving short-term
Yoon & Chung 2018  profitability but ineffective in improving long-term profitability.
External CSR could not effectively improve the profitability of the
company in the short term.
In China, the relationship between CSR and CFP depends on whether
the enterprise is a state-owned one or not.
The fulfilling of CSR does not necessarily have a positive effect on CFP.
Wotowiec et al. 2019  In addition to the degree of social responsibility fulfillment, it also
depends on the number of variables. The effect also changes over time.
The fulfilling of CSR does not necessarily have a positive effect on CFP.
Awaysheh et al. 2020  In addition to the degree of social responsibility fulfillment, it also
depended on the number of variables. The effect also changes over time.
Source: Kim et al. (2018), Yoon & Chung (2018), Kao et al. (2018), Wolowiec et al. (2019), and Awaysheh et al.
(2020).
To sum up, the relationship between CSR and CFP depends on many factors. The same

Kao et al. 2018

CSR behavior may have different effects in different enterprises. In the same enterprise, the
same type of CSR activities may still have different effects in different conditions or periods. It
also depends on the degree of the enterprise’s CSR fulfillment. We posit that the relationship

between CSR and CFP is non-linear or uncertain as it is subject to specific conditions.
2.2.4 Section summary

This section reviewed the literature related to CSR, including the first proposal of the concept
of CSR, its development in the last decades, the measurement or monitoring of CSR, and the
relationship between CSR and CFP. Regardless of the relationship between CSR behavior and
CFP, there is no doubt that CSR behavior is beneficial to society. The difference lies in the
enterprise’s economic performance outcome resulting from CSR behaviors. The literature
review of CSR has significant reference and guiding value for this thesis to discuss how Chinese
state-owned enterprises respond and make trade-offs to achieve better CFP feedback when

facing LSEs.

2.3 Theories from the market-based view

After decades of development, the discipline of strategic management has evolved into several
schools (Lv et al., 2019). Based on the appropriate starting point for strategic analysis, we
classify the theories into two broad categories, namely, theories from the market-based view
(MBYV) and theories from the resource-based view (RBV). We will mainly review the literature
from these two views, with a focus on the business practices of Chinese SOEs. Considering the
research background of “large-scale contingencies”, we will also review the literature related

to the strategies in rapidly changing circumstances and conditions and existing studies in the

37



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

field of CSR.

MBV is a self-defined expression based on RBV. It is not a technical term or expression in
management or strategic management. It is a general term we use for convenience to compare
with RBV and refers to theories from the perspectives of the market and external environment.
RBYV mainly includes theories of strategic analysis from the perspective of resources (usually
internal) owned or controlled by an enterprise. From the inside out, they study how enterprises
adapt to the environment and the market to seek competitive advantages by using and arranging
their resources.

In terms of the schools of strategic management (Lv et al., 2019), we posit that the
entrepreneurial school, the cognitive school, the power school, the cultural school, the learning
school, and the views or theories that are directly labeled resource-based view are categorized
as RBV. MBYV, on the other hand, refers to the theories of strategic analysis that, from the
perspective of the environment and market, study how enterprises respond to the environment
and market to seek competitive advantages. The views and theories from the design school, the
planning school, the positioning school, the power school, the configuration school, and the
environmental school can be categorized as MBV, such as SWOT analysis, five forces model,

Boston matrix, SCP analysis, competitive profile matrix (CPM matrix), and IFE (EFE) matrix.
2.3.1 SWOT analysis

2.3.1.1 Classic SWOT analysis

Kenneth Andrews, Igor Ansoff, and Alfred D. Chandler jointly put forward and popularized the
concept of business strategy (Benzaghta et al., 2021). Derived from business management
practices, Koontz and Weihrich created the SWOT analysis or TOWS matrix (Griffin, 2019),
also known as situational analysis, which is a conceptual framework for system analysis. This
method takes an enterprise’s four broad dimensions, namely, strengths, weaknesses,
opportunities, and threats, to form a matrix for strategy analysis and the corresponding strategic
decision-making. This strategy analysis method has been widely used (Jatmiko et al., 2022).
Using SWOT analysis, an organization can conduct a detailed, comprehensive, and
thorough investigation and study of its internal resources and external environment to identify
its strengths and weaknesses, opportunities, and existing and potential threats in its environment.
Through a matrix combination, the organization can make its strategic choices. Under this
framework, the organization has four alternative strategic directions or strategy profiles, namely,

WT, WO, ST, and SO.
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Specifically, the WT strategy focuses on minimizing weaknesses and threats in the
environment; the WO strategy aims to minimize weaknesses and maximize opportunities; ST
encourages the organization to bring its strengths into full play to overcome threats in the
environment; and SO emphasizes that the organization should leverage its strengths to seize
opportunities as much as possible. In a nutshell, SWOT analysis studies how an enterprise can
gain and maintain competitive advantages through trade-offs aimed at maximizing its strengths
while minimizing its weaknesses and seeking opportunities while avoiding threats in the market

and environment.
2.3.1.2 New analysis tool “SWOT i”

SWOT analysis has been widely used and popularized in strategic analysis and has become one
of the most commonly used tools in enterprise strategy. It has also attracted criticism and
opposition. However, of these criticisms and opposition, only Leandro L Pereira et al. (2021)
have raised the criticism that the classical SWOT analysis never paid attention to sustainability
and climate change. Based on this, they reinvented the SWOT analysis framework with a
“SWOT i” analytical tool that put values at the center of strategy development for a forward-
looking and sustainable world.

“SWOT 1” integrates the concern with sustainability as one of its pillars, placing the values
and impacts that each decision can have at the center of the strategic formulation, allowing their
performance to leverage. The tool elaborates a map based on strategic pillars, assuming that the
strategy is planned based on the dimension of each of these pillars. Simultaneously, this tool
allows a transversal approach over all the strategic paths, working as a “lens” to visualize the
strategy (L Pereira et al., 2021).

Each strategic pillar will always be defined according to the organization, and all SWOT
analyses will be framed with the strategic pillars considered, forcing us to contextualize the
analysis and put it in perspective. In turn, the SWOT 1 matrix integrates the concern with the
scope of sustainability since this is an increasingly relevant issue and is present in management
decision making. This happens because organizations have established a strategic framework

based on certain values with environmental, social, and economic concerns (L Pereira et al.,

2021).
2.3.2 Five forces model

The five forces model is a classical theory to analyze competitive strategy (Griffin, 2019).

According to the model, the competitiveness of existing competitors, the entry ability of
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potential competitors, the substitution ability of substitutes, the bargaining power of suppliers,
and the bargaining power of buyers in the same industry are five forces, and their
comprehensive strength jointly determines the intensity of competition in the industry.
Moreover, these five competitive forces are negatively correlated with the competitiveness of
the enterprise itself. The stronger these five forces are, the weaker the enterprise’s
competitiveness is; the weaker the five forces are, the stronger the enterprise‘s competitiveness
is. This strategy analysis method has been widely used (Abalkhail, 2019; Dimitkova, 2022;
Juliana & Nyoman, 2019).

Based on this, three competitive strategies were derived: differentiation, cost leadership,
and focus. A differentiation strategy aims to differentiate the organization’s output and create
uniquely desirable products and services in its competitive field. Differentiation can be
achieved in all aspects of the organization’s products or services, including brand image,
technological roadmap, performance characteristics, customer experience, and terminal outlets.
The ideal scenario is to have differentiation characteristics in a number of key areas. However,
gaining competitive advantages often entails the sacrifice of market share and turnover as well
as an increased total cost.

A cost leadership strategy requires the organization to reduce costs through refined,
rigorous, and efficient management of the costs in various aspects, such as production,
overheads, accounting, research and development, services, marketing, and advertising based
on the appropriate scale of production or service and efficient and cost-effective facilities and
equipment to achieve leadership in the total cost and unit cost. In turn, cost leadership will
enable the organization to have competitive advantages in investment in other areas compared
to its rivals. However, implementing a cost leadership strategy may also put the organization at
risk, as the scale investment that guarantees cost reduction is highly likely to cause the
organization to experience a rapid decline in the case of conditions such as a technological
revolution. A focus strategy requires the organization to identify and focus its resources on a
specific customer group, a specific or several segments, or a specific regional market. A focus
strategy can also take many forms. However, it is often implemented at the expense of market

share and turnover.
2.3.3 BCG Matrix

Bruce Henderson, founder of Boston Consulting Group, founded the Boston Matrix (Griffin,
2019). This matrix is also known as the “market growth rate - relative market share matrix” and

“four-quadrant analysis”. From the product or business portfolio perspective, it guides
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enterprises to carry out and evaluate strategic planning and determine key business units and
resource allocation. The matrix takes the market growth rate and relative market share as the
vertical and horizontal axes and divides different businesses or product combinations into four
quadrants:

1) Products or businesses with slow growth and high market share are “cash cows”,
generating large amounts of cash in excess of the reinvestment required to maintain the share.
2) Products or businesses with slow growth and low market share are “pets” (or “thin dogs”).
This kind of product or business is substantially useless and should be liquidated. 3) Products
or businesses with high growth and high market share are the “stars”, which generally always
show that they can generate profits and, if they can maintain their leadership position over the
long term, may turn into cash cows when growth slows down and their reinvestment needs are
reduced. 4) Products or businesses with high growth and low market share are “question marks”,
which are often not self-sufficient in cash and require substantial additional cash investment to
expand market share. If they cannot become a market leader, they are going to either die or
become thin dogs and be liquidated.

The Boston Matrix is widely used for market strategy analyses (Gorb et al., 2022; Nogalski
et al., 2022; Saputra et al., 2020; Sinaga, 2022) and other areas of management (X. Zhang et al.,
2019). It shows that every business needs a product that can generate cash and should ultimately
be a cash cow; otherwise, it is worthless. Therefore, from a strategic perspective, only
diversified enterprises with balanced portfolios can take advantage of their strengths and seize
their growth opportunities.

A balanced portfolio includes 1) stars who assure the future, 2) cash cows that supply funds
for future growth, and 3) question marks to be converted into stars with the added funds.
Although the Boston Matrix has certain guiding significance on the product or business
(portfolio) level for the enterprise strategic management, there are also some evident
disadvantages (Mohajan, 2018), for example: 1) high subjectivity; 2) the division of four
quadrants is too simple and rough; 3) lack of predictive value; 4) insufficient consideration of

environmental factors.
2.3.4 SCP analysis paradigm

Despite the huge differences between management and economics, in fact, many of the
theoretical concepts in strategic management originate from other disciplines, including
economics. For instance, the SCP paradigm was derived from industrial organization economics.

Porter (1997) pointed out that market structure strongly influenced the establishment of
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competition rules and the potential strategies available to enterprises, and that understanding
market structure is always the starting point of strategic analysis.

The SCP analytical paradigm (Tirole, 2018) has been established for over half a century. It
adopted an “external” and “behaviorist” approach, concerned with the market environment in
which enterprises operate and the behavior and performance of enterprises participating in the
market environment in various capacities (as producers, sellers, or buyers). The founder of the
SCP paradigm studied the market structure patterns of enterprises in a wide range of industries,
the types and forms of behavior of every trading party, and their ultimate market performance.
The research showed that there was a one-way causal relationship between the market structure
of the industry and the market behavior and performance of the enterprise, and the market
structure determined the market behavior and performance. Different industries have different
requirements of scale economy, and therefore, different industries show different market
structure characteristics.

Market structure of the industry(S) determines the enterprise’s competitive state in the
industry and its conduct (C) and strategy, thereby ultimately determining the enterprise’s
performance (P). Here, this theory highlights the decisive role of market structure, which refers
to the relationship between the number, market share, and scale of enterprises in a specific
market. Factors such as the relationship between market competition and scale economy,
vertical integration, enterprises’ pursuit of efficiency and profit, enterprises’ desire to limit
competition, and the barriers to entry jointly determine the industrial concentration, among
which barriers to entry play a decisive role.

In other words, industrial concentration results from enterprises pursuing economies of
scale, efficiency, and profit in market competition. If enterprises gain monopolies based on
economies of scale, they may use this exclusive or collusive monopoly to limit production and
raise prices in order to reap excess profits. At the same time, the industry’s monopolies have
built barriers to ensure that they can gain excess profits in the long run. Therefore, the market
structure determines the performance of the enterprises.

Scherer (2018) further developed and explained the SCP paradigm. He emphasized the
“market behavior” of enterprises, highlighting the market behavior from Bain’s “two-stage”
SCP framework. He believed that market structure determined market behavior and market
behavior determined market performance. Thus, the SCP paradigm evolved from a “two-stage”
structure to a “three-stage” structure, which means, from “S —%-P “ to “S—C—P”.

Caves and Porter (1977) further enriched and extended the exogenous “entry barriers”

theory of the SCP paradigm for potential competitors to the theory of “mobility barriers”, which
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have both “exogenous” and “endogenous” attributes and can also be applied to other current
competitors. They pointed out that enterprises entering an industry could be either new potential
businesses or businesses already established elsewhere. Enterprises already operating in one
sector of the same industry could enter other sectors of the industry, and more broadly,
enterprises already existing in the industry could exit from the industry for various reasons.
Thus, the SCP paradigm was extended to a general theory of enterprise mobility across industry
sectors, including entry, exit, and internal transfers.

Since then, the SCP paradigm has become more mature and stable and has been widely
recognized and applied in strategic analysis and the field of industrial organization. However,
there are also different voices. Scholars represented by McWilliams and Smart (1993) pointed
out that the grafting of theories from one discipline to another might lead to inappropriateness
or high cost. For practitioners, focusing on the industry’s market structure rather than
competitive processes might lead to missing out on optimal investments or mis-investing
resources from strategies aimed at developing unique enterprise resources to strategies aimed
at identifying or creating the optimal market structure.

They pointed out that the SCP paradigm had three fatal flaws: 1) The wrong level of
analysis. The SCP paradigm is a theory used to explain and predict industry-level phenomena,
assuming the homogeneity of enterprises, while strategic management requires a theory specific
to explain and predict the enterprise-level phenomenon, assuming that enterprises are
heterogeneous. 2) Using static analysis. The SCP paradigm uses cross-sectional data to test the
relationship between structure and performance, whereas the real business environment in
which an enterprise operates is not in equilibrium. In a changing environment, strategic
management requires dynamic analysis to understand and predict an enterprise’s relative ability
to maintain competitive advantage. 3) Reliance on barriers to entry as a determinant of
profitability. Since entry barriers are an industry-level phenomenon, it is necessary to provide
access protection for all enterprises in the industry.

Therefore, they pointed out that for a specific enterprise, the “free riding” phenomenon
would make it in a dilemma when it invested in order to raise industry barriers. Investment
would lead to its competitive disadvantage compared with existing free-riding competitors, and
non-investment would lead to the disappearance of barriers over time. Therefore, they put
forward an “efficiency paradigm”, which is different from the market structure paradigm. The
efficiency paradigm assumes that markets are dynamic and require both vertical and dynamic
analysis.

They view competition as a process, believing that any economic conditions affecting an
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industry are never in static equilibrium and that achieving excess profits does not require
barriers to entry, but greater efficiency in meeting consumer demand or reducing costs. Over
time, their market share would increase. Higher average profits depend on the excess profits of
large, efficient enterprises, not on concentration levels or barriers to entry. Therefore, barriers
to entry have little relevance to performance at the enterprise level, and investment strategies
should not be based on barriers to entry. They stressed that corporate strategy should not be
based on market structure but on other factors outside the structure, such as the development of

the company’s resources.
2.3.5 Other strategic analysis models/methods

In addition, there are other models or methods, such as the CPM matrix and the IFE (EFE)
matrix (Griffin, 2019). The IFE (EFE) matrix is established in five steps: 1) List 10-20 internal
(external) key factors, including advantages and disadvantages; 2) Assign weights of 0-1 to
each factor, and the sum of weights equals 1.0; 3) Each factor is scored on a scale of 1-4, with
3 or 4 points for advantages and 1 or 2 points for disadvantages; 4) Calculate the weighted score
of each factor; 5) Calculate the total weighted score of all the key internal (external) factors.
Finally, compare the weighted total score with the average score of 2.5. Suppose the weighted
total score is higher (lower) than 2.5. In that case, it indicates a strong (weak) position of the
internal (external) part. In this way, the enterprise’s internal (external) part stress is depicted,
providing a basis to guide enterprises to conduct strategic analysis.

The CPM matrix has both similarities and differences with the IFE (EFE) matrix. They both
use similar five steps to score the key factors and calculate the total score of all the key factors.
However, CPM grades all the key factors on a scale of 1 to 4 from weak to strong, instead of 3
to 4 for strengths (advantages) and 1 to 2 for weaknesses (disadvantages). The key factors are
mainly opportunities and threats rather than strengths (advantages) and weaknesses
(disadvantages). In the comparative analysis, the total score is not compared with the average
score of 2.5, but with the score of competitors, so as to obtain strategic information relative to
competitors and guide the enterprise to carry out positioning and strategic analysis and
formulation. However, the compared scores only represented a comparison of the enterprises’
relative strengths, not an accurate comparison of their absolute strengths.

In general, the market-based view (MBV) is the classical and traditional view and has been
explored and enriched by many management gurus. Numerous scholars have explored and
expanded the theories by studying the market and environment’s influence on enterprises’

strategy and operations, with a focus on the external factors of an enterprise. They hold that the
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environment in which an enterprise operates and the enterprise’s correct assessment of and
better adaptation to the environment are crucial to gaining competitive advantages and
achieving market success. It implies that an enterprise can only perform better by appropriately

positioning itself in the market.
2.3.6 Section summary

This section reviewed relevant literature on how to conduct strategic management based on
changes in the market and external environment to seek competitive advantage, including
SWOT analysis, Five Forces Model, Boston Matrix, SCP paradigm, CPM matrix, and IFE (EFE)
matrix. When enterprises face LSEs, the external market and environmental conditions change
significantly. These studies undoubtedly offer meaningful inspiration for the research on how
enterprises carry out strategic adjustment under such circumstances. In particular, the newly
developed strategic analysis tool “SWOT 1” has important implications for this research, linking

strategy formulation and sustainable development goals.

2.4 Theories from the resource-based view

2.4.1 The rise of RBV

Penrose’s enterprise growth theory is the avant-courier of the RBV theories. It holds that a
company is a collection of material and human resources and an administrative planning unit
that coordinates interrelated business activities through policy. It emphasizes that the
maintenance of competitive advantage is the result of enterprises’ dynamic capabilities and the
acquisition and use of organizational knowledge (Sousa et al., 2021).

Penrose’s enterprise growth theory also identified heterogeneous innovation resources and
incomplete mobility, such as user-technology interactions, track-dependent capabilities,
specialized assets, R&D capabilities, and network connections. Penrose found that through
continuous execution of the innovation process, unique core competencies could be formed to
improve the heterogeneity and incomplete mobility of innovation resources. For the innovation
process to have the potential to generate sustainable competitive advantage and enable the
enterprise’s growth, it is crucial to develop unique, essential competencies based on the
potential of the available resources through the continuous execution of the innovation process,
so as to develop heterogeneous and imperfectly mobile innovation capabilities (Sousa et al.,

2021).
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In 1984, based on Penrose’s theory of enterprise growth, Wernerfelt’s resource theory
defined resources as kinds of tangible and intangible assets of a company. As companies are
users of resources, their returns would be reduced if the resources they need are controlled by
monopolies (Assensoh-Kodua, 2019). Similarly, the returns of a provider of a product or service
would be similarly affected if the applicable market for that product or service is a buyer’s
monopoly (Musa et al., 2022).

Wernerfelt’s resource theory also developed the concept of Resource Position Barriers
(RPB), stating that the first occupier had the protection of a RPB similar to a barrier to entry,
which heralded a possibility of high returns. The protection of the resource barrier is equivalent
to minimizing the possibility of other competitors imitating (I) the resource. When a resource
position barrier is translated into an entry barrier in at least one market, it could be considered
valuable (V) (Assensoh-Kodua, 2019; Freeman et al., 2021; Musa et al., 2022).

The theory also pointed out that the resource perspective provided the basis for solving
some key problems in the strategy formulation of diversified enterprises, such as that by
acquiring rare resources (R), enterprises could ceteris paribus increase their chances of earning
good returns in imperfect markets. Finally, the theory states that the availability of substitute
resources tends to depress returns to the holders of a given resource. In other words, the non-
substitutability (N) of resources is of great significance for resource holders to obtain high
returns. Except for the direct combination of the VRIN initials, the prototype of the “VRIN”
framework was formed in fact. Since then, the theoretical system of RBV has been formally
established (Assensoh-Kodua, 2019; Freeman et al., 2021; Musa et al., 2022). Relevant views

on the rise of the resource-based view are shown in Table 2.5.
2.4.2 The evolution and development of RBY

However, the RBV did not stop there. In 1991, based on Wernerfelt’s resource theory, Barney
completed the last building block of the “VRIN” research framework. Finally, the four initials
of VRIN were directly combined. The “VRIN” resource framework not only described the
essential attributes of the enterprise’s core resources but also defined the key concepts of
“corporate resources”, “competitive advantage”, and “sustained competitive advantage”. It is a
research framework to evaluate whether specific corporate resources can be a source of
sustained competitive advantage (Jay B Barney et al., 2021).

This theory assumes that the ability of enterprise managers to manipulate all the attributes

and characteristics of the company is limited, and that the company’s resources are

heterogeneous and not completely immobile. In order to become the source of the company’s
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sustainable competitive advantage, the resources of the company must have four attributes: 1)
be valuable to the company to achieve its strategic objectives, 2) be rare, 3) not be fully imitable,
and 4) there be no strategically equivalent substitutes. These are well-known as “VRIN
resources” (Jay B Barney et al., 2021).

Table 2.5: Summary of references on the rise of RBV

Scholar Time  Main idea
A company is an aggregation of material resources and human
resources, and its size is the present value of all the resources
devoted to its business objectives. Its existing inventory of
entrepreneurial services would restrict its expansion. The external
incentives for company expansion are mainly the new market,
technological change, and innovation, while the internal
incentives are mainly the unused resources yet. The direction of
expansion is determined by the inherited resources.
Assensoh-Kodua 2019  They introduced Wernerfelt’s resource view theory. The “VRIN”
Freeman et al. 2021  resource framework not only described the essential attributes of
the company’s core resources, but also defined the key concepts
of “corporate resources”, “‘competitive advantage”, and “sustained
competitive advantage”. The research framework was developed
Musa et al. 2022  to evaluate whether specific corporate resources could be a source
of sustained competitive advantage. “VRIN” resource must be 1)
valuable, 2) rare, 3) not fully imitable, and 4) no strategically
equivalent substitutes.
Source: Assensoh-Kodua (2019), Sousa et al. (2021), Freeman et al. (2021), and Musa et al. (2022).
However, the “VRIN” research framework continued to evolve. Only four years later,

Penrose 1959

Barney’s research framework of resources was expanded to the “VRIO” framework, with O
(Organization) replacing the original “N” (Non-substitutability). The new framework puts more
emphasis on “organizational capacity,” the capacity of companies to utilize resources or
capabilities (Jay B. Barney, 1995; Miethlich & Oldenburg, 2019). This is the first important
theoretical supplement of the “VRIN” research framework.

Barney and his research team Helfat et al. (2023) have recently added further information.
We consider that as the second theoretical supplement to the “VRIN” research framework,
which interpreted new contexts (artificial intelligence and digitization, distributed organizations,
and stakeholders and sustainability), introduced new concepts (resource redeployment, market
shaping through resources and capabilities) and new methods (text analysis and machine
learning, formal models, policy capturing) (Helfat et al., 2023).

The third crucial theoretical supplement is the alternative model (VRIO-VCS) constructed
by Costa et al. (Costa et al., 2019; Costa et al., 2021), based on the advantages and criticisms
of the conceptual model of the VRIO framework. It introduced the concepts of Values, Dynamic
capabilities, and Governance sustainability. This reproduced model emphasizes that companies

must consider the “O” in the model as a dynamic capability so that companies can appropriately
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reorganize resources and capabilities in the face of external challenges, and that the new
analytical parameters contribute to the robustness of the VRIO model.

Hamel and Prahalad (2019) pointed out that organizations should shape their ability to
“predict the future” by establishing a strategic development framework (SDF). They consider
SDF as fundamentally a high-level blueprint for a range of issues, such as the deployment of
new benefits or capabilities that they wish to offer to customers in the future, the acquisition of
new expertise (or the transfer of existing expertise), and the redesign of the customer interface.

What they called “expertise”, namely, competency or capability, refers to a set of skills and
technologies. The core expertise is the sum of learning of various technologies and the sum of
the knowledge from various organizations. They noted that SDF was not a detailed plan, but
rather the expertise to be developed. They also argued that expertise was the key to the future
and that core expertise was the trump card to defeat rivals. An organization’s decision to develop
its new core expertise means creating or refining a range of user benefits, rather than simply
seizing business opportunities in specific product markets.

That is because competition for expertise leadership usually precedes competition for
product leadership, as the former is the competition between companies where expertise,
especially core expertise, often exceeds the resource capacity of a single department and needs
to be developed with the concerted efforts of the whole company. They pointed out that
expertise, especially core expertise, was not limited to individual products but would contribute
to the competitiveness of a range of related products or services and enhance their
competitiveness.

Furthermore, competition for expertise is multilayered. Specifically, it is composed of four
levels: the competition to develop and acquire the skills and technologies that constitute
expertise, the competition to integrate core expertise, the competition to increase the share of
core products, and the competition to increase the share of final products. In general, both the
ability to predict the future and the core expertise are endogenous factors derived from the use
of an enterprise’s resources, based on which the enterprise can win a place in the market.

Based on RBV, Azeem et al. (2021) collected data from 294 industrial managers, verified
the data using partial least squares - structural equation model (PLS-SEM), and conducted an
empirical study. The research showed that organizational culture, knowledge sharing, and
organizational innovation, as firm-level resources, had a positive effect on the competitive
advantage of enterprises. Organizational culture is indispensable to the success of enterprise
operations as it enables enterprises to gain competitive advantage through knowledge sharing

and organizational innovation as intermediaries and key drivers.
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The mere possession of knowledge resources does not produce the power to improve the
overall performance of the enterprise. The retention and sharing of knowledge is a necessary
condition for correctly managing knowledge, overcoming difficulties, and transforming it into
knowledge assets and productivity. Therefore, in order to achieve long-term success in a
competitive environment, managers should focus on accelerating organizational capabilities
driven by “knowledge and innovation” to sustain competitive advantage.

Unlike the classic RBV, Acquier et al. (2019) developed a type of sharing economy business
model based on building centralized resource pools across organizations, organizing peer-to-
peer exchanges, and promoting access over ownership. They revealed four configurations:
shared infrastructure providers, commoners, mission-driven platforms, and matchmakers. The
resources included in the centralized resource pool are mainly underutilized resources collected
or shared through digital platforms, or a more centralized “product service system” is
established to provide access to improve the use efficiency of idle assets. The resources in the
resource pool are clearly different from “VRIN” resources but can be utilized by enterprises.

Among the configurations, the shared infrastructure providers is a profit-making initiative
that creates value by providing a proprietary resource pool that is monetized and temporarily
accessed. Shared infrastructure providers provide “access” rather than ownership. Matchmakers
are the media for profit purposes. They first identify decentralized and under-exploited
resources with high shared value and then intermediate among peers in order to develop
decentralized market transactions. Instead of having to own productive assets, matchmakers
outsource most of them from their peers and act as brokers, collecting commissions from the
market transactions they enable. Relevant views on the evolution and development of RBV are
shown in Table 2.6.

Table 2.6: Summary of RBV references on the evolution and development of RBV

Scholar Year  Main idea
Organizations should shape their ability to “predict the future”
by establishing a strategic development framework, which is
essentially a high-level blueprint for the deployment of new
Hamel & Prahalad 2019  benefits or functionality that enterprises wish to provide to their
customers in the future, the acquisition of new expertise (or
transfer of existing expertise), and the redesign of the customer
interface.
They developed a type of sharing economy business models
based on the idea of building centralized resource pools across
organizations, organizing peer-to-peer exchanges, and

Acquier et al. 2019 promoting access over ownership. They revealed four different
configurations: shared infrastructure providers, commoners,
mission-driven platforms, and matchmakers.

Miethlich & 2019 The “VRIN” framework was expanded with “O” (Organisation)

Oldenburg replacing “N” (Non-substitutability). The new framework puts

49



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

more emphasis on “organizational capacity,” the capacity of

companies to utilize resources or capabilities.

The “VRIO” framework was reproduced to VRIO-VCS, based

on the advantages and criticisms of the conceptual model of the

VRIO framework. It introduced the concepts of Values,

Dynamic capabilities, and Governance sustainability. This
2019 . . .

Costa et al. 2001 reproduced model emphasizes that companies must consider the
“0” in the model as a dynamic capability so that companies can
appropriately reorganize resources and capabilities in the face of
external challenges, and that the new analytical parameters
contribute to the robustness of the VRIO model.

Key concepts such as “corporate resources”, “competitive
advantage”, and “sustained competitive advantage” were
defined, “VRIN resources” were proposed. The importance of
corporate resource endowment in creating sustainable

Barney et al. 2021  competitive advantage is emphasized to guide enterprises to

analyze what kind of resources can become the source of their

sustainable competitive advantage. The company should
explore its competitive advantage based on its advantages and
disadvantages.

Organizational culture, knowledge sharing, and organizational

innovation, as firm-level resources, had a positive effect on the

competitive advantage of enterprises. Organizational culture is
indispensable to the success of enterprise operation, and it
enables enterprises to gain competitive advantage through
knowledge sharing and organizational innovation as
intermediaries and key drivers. The mere possession of
knowledge resources does not produce the power to improve the
overall performance of the enterprise. In order to achieve long-
term success in a competitive environment, managers should
focus on accelerating organizational capabilities driven by

“knowledge and innovation” to sustain competitive advantage.

The “VRIN” framework was added with new content: it

interpreted new contexts (artificial intelligence and digitization,

distributed organizations, and stakeholders and sustainability)
Helfat et al. 2023  and introduced new concepts (resource redeployment, market
shaping through resources and capabilities) and new methods
(text analysis and machine learning, formal models, policy

capturing).

Source: Hamel & Prahalad (2019), Acquier et al., (2019), Barney. (1995), Miethlich & Oldenburg (2019), Costa

et al. (2019, 2021), Barney et al. (1995, 2021), Azeem et al., (2021), Miethlich & Oldenburg (2019), and Costa et

al. (2019, 2021)

Azeem et al. 2021

2.4.3 The new momentum for RBV

The academic circle has long been concerned about whether the VRIO theoretical framework
should be categorized as static or dynamic theory. Costa et al. (2019) believe that the VRIO
framework is a dynamic theory. There are a few reasons. Firstly, dynamic capability can
improve the continuous learning of enterprise project management between projects (Patricio
et al., 2022). Secondly, project management can, in turn, promote the establishment of dynamic

capabilities through the accumulation, integration, utilization, and reconfiguration of
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capabilities and knowledge acquired in the project (Patricio et al., 2021).

Thirdly, an enterprise must treat the “O” of the model as a dynamic capability to be able to
properly reorganize its resources and capabilities in the face of external challenges (Costa et al.,
2019; Costa et al., 2021). Fourthly, dynamic capabilities can enable an organization to transform
its core and support competencies to adapt permanently and quickly to habitat and external
context, becoming the basis for achieving strategic objectives and sustainable growth (L.
Pereira et al., 2022). We also hold that dynamic capability belongs to the capability and resource
category. At the same time, “asymmetry” can also be regarded as the capability to dynamically
differentiate from other competitors. In this thesis, dynamic capability and asymmetry are

regarded as part of RBV.
2.4.3.1 Dynamic capability perspective (DCP)

A representative of DCP is Teece et al., who further developed the dynamic capability analysis
framework established in 1997 (Bogers et al., 2019; Stoyanova, 2018). They discussed the
source of enterprises’ competitive advantages from the perspective of enterprises’ dynamic
capabilities and analyzed how to obtain super profit in the environment of rapid technological
change. Besides affirming the theoretical contribution of RBV, they also put forward criticism.

According to their theory, “enterprise” is a dynamic system composed of processes,
practices, and resources, and its competitive advantages come from the effective use of
enterprise management and organizational processes. Enterprises’ long-term competitiveness
depends on “dynamic capability”, which is enterprises’ capability to integrate, construct, and
reconfigure internal and external capabilities to cope with the rapidly changing environment
and to obtain new forms of competitive advantage (Bogers et al., 2019; Patricio et al., 2022).

After nearly three decades of development, (Bogers et al., 2019) noted that open innovation
had become an emerging requirement for organizational innovation and redefined it as a
distributed innovation process based on purposeful management of the flow of knowledge
across organizational boundaries and the utilization of monetary and non-monetary mechanisms
consistent with the organization’s business model. They argued that open innovation was
imperative because: 1) Sources of knowledge were very fragmented; 2) Intellectual property
had become a critical enabler to accessing external ideas and letting others use one’s ideas; 3)
Internal R&D was declining; 4) Digitization had dramatically changed the ease and nature of
information flows.

They also pointed out that the technology development business model and intellectual

property strategy were the two most essential variables of open innovation. Open innovation
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requires new management approaches and deep (systems) capabilities for technological
‘integration’, and ‘systems integration’ or systems architecture capabilities are of particular
value in an open innovation environment. By integrating the open innovation concept into the
dynamic capabilities framework, one could better understand co-invention/co-innovation

opportunities and strategic choices (Bogers et al., 2019).
2.4.3.2 The new rising of the asymmetry view

It is well-founded that we categorize the “asymmetry” based view as RBV in this study. What
Miller et al. called “asymmetries” refers to a company’s skills, processes, or assets their
competitors do not have and cannot replicate at economic rent cost, which are rare, inimitable,
irreplaceable, and usually hidden (Wei et al., 2018). “Asymmetries” usually show little obvious
function and benefit, need to be discovered, developed, and applied by companies, and be
embedded and empowered into the organizational design and strategic plan of the companies,
in an appropriate market timing, leveraging to become sustainable, effective, differentiated
capabilities and competitiveness of the companies.

It is basically consistent with the description of the “heterogeneity” of resources in the
classical RBV (Costa et al., 2021) and the acquisition method of dynamic capability described
in VRIN and VRIO frameworks (Costa et al., 2019; Costa et al., 2021). Chinese scholars Wei
et al. (2018) extended the “asymmetry” viewpoint based on individual enterprises proposed by
Miller et al. to a more macro level. They pointed out that in the former stage of lacking world-
leading technologies, Chinese enterprises mainly relied on asymmetric resources and
capabilities embedded in Chinese system, technology, and market environment. They
transformed those “asymmetries” into sustainable capabilities and matched them with market
opportunities by developing asymmetric innovation strategies. In such a unique way, they
managed to catch up with the Western world with advanced technologies. Relevant views on
the new momentum for RBV are shown in Table 2.7.

Table 2.7: Summary of the new momentum for RBV

Scholar Year  Main idea

They extended the “asymmetry” viewpoint based on individual
enterprises proposed by Miller et al. to a more macro level.
They pointed out that Chinese enterprises, when lacking
world-leading technologies, mainly relied on asymmetric
resources and capabilities embedded in Chinese system,
technology, and market environment. They transformed these
“asymmetries” into sustainable capabilities, and matched them
with market opportunities by developing asymmetric
innovation strategies. In such a unique way, they managed to
catch up with the Western world with advanced technologies.

Wei et al. 2018
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Stoyanova 2018 The DCP theory discussed the source of enterprises’
competitive advantage from the perspective of dynamic
capabilities and analyzed how to obtain super profit in the
environment of rapid technological change.

The “enterprise” is a dynamic system, and its competitive
advantages come from the effective use of enterprise

Bogers et al. 2019 management and organizational processes. The long-term
competitiveness of enterprises depends on “dynamic
capability”, the capability to integrate, construct, and
reconfigure internal and external capabilities to cope with the
rapidly changing environment and obtain new forms of
competitive advantages.

Open innovation has become a new requirement for

organizational innovation. The technology development

business model and intellectual property strategy are the two
most essential variables of open innovation. Open innovation
requires new management approaches and deep (systems)
capabilities for technological ‘integration’, and ‘systems
integration’ or systems architecture capabilities are of
particular value in an open innovation environment. By
integrating the open innovation concept into the dynamic
capabilities framework, we could perhaps better understand
co-invention/co-innovation  opportunities and  strategic

Bogers et al. 2019

choices.
Costa ot al. 2019  The “VRIO” framework belongs to the category of dynamic
2021  theory.

Source: Stoyanova (2018), Bogers et al., (2019), Costa et al. (2019, 2021), and Wei et al. (2018).
The theories of RBV, DCP, and asymmetry provide theoretical support and reference for

this thesis in terms of the definition and analysis of “quasi-internal resources” of state-owned
enterprises, and the strategic adjustment, resource reallocation, and path selection in a rapid or

LSE environment.
2.4.4 Section summary

This section reviewed the relevant literature on RBV, including its rise, development and
evolution, and the latest development trend. RBV theories clearly have a guiding significance
for enterprises to identify VRIN resources and complementary resources and for enterprises’
strategic choice and acquisition of competitive advantages. After years of development, the
strategic view of RBV has become an important theoretical cornerstone in the academic circle
of strategic management.

However, despite years of development, the strategic perspective of the RBV has not yet
fully developed into a systematic theory. Many scholars have explored and expanded it from
the perspective of different types of resources and theories, trying to focus on the internal
enterprise. They believe that the difference in internal resources leads to the difference in

efficiency, and such resource differences are relatively stable. Therefore, in terms of enterprise

53



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

strategy, they showed that only by obtaining specific resources could high operational efficiency
and efficiency be achieved. However, scholars have different definitions of resources, and their
views and conclusions also differ. Therefore, it is more accurate to say that the RBV is more
like an exploration of how enterprises acquire, control, and use resources to achieve competitive
advantages, rather than a strategic management theory.

Moreover, classic RVB overemphasizes the “inside view” of enterprises and ignores or
dismisses the “outside view” that enterprises should have towards the external world. This may
lead to poor adaptability of enterprises’ strategies to business environment changes. Secondly,
RBYV is not clear enough to recognize the resources that can hardly be imitated entirely, and its
operability is poor. RBV alone can still hardly effectively guide enterprises to obtain and
maintain long-term competitiveness and excess returns. Therefore, the emergence and
development of DCP and the “asymmetry” view are beneficial supplements to RBV and will
guide the strategic choice of enterprises in a better and more comprehensive way, providing
theoretical support for them to obtain and maintain long-term competitiveness and high returns.

Thus, RBV emphasizes strategic choice and believes that the strategic task of enterprise
management is to identify, develop, and allocate distinctive key resources, especially those that
are difficult to replace and have strategic value, to achieve maximum benefits. This is at odds
with MBV. MBYV believes that the external environment and the changes are decisive factors in
the formation of strategy. Since most organizations, including large enterprises, cannot actively
affect their business environment, they can only passively adopt corresponding strategies
according to the changes in the environment. Thus, the process of strategy formation is similar
to the process of adaptation and survival of species in natural selection.

Helfat et al. (2023) also pointed out that the traditional SWOT analysis focused on the
combination of opportunities and threats in an enterprise’s environment with its strengths,
highlighting that competitive advantages come from the external environment. However, in
Barney’s view (1995), the focus should be given to the internal aspects of the enterprise to dig
for competitive advantages based on its strengths and weaknesses. Thus, RBV emphasizes the
role of strategic choices, arguing that the strategic task of corporate management is to identify,
develop, and allocate this distinctive set of key resources, especially those that are difficult to
replace and strategic, to maximize benefits. That is totally different from the MBV, which
believes that the external environment and its changes are the main determinants of strategies.

The internal and external debate about strategic analysis’s starting point has been ongoing.
Neither MBV nor RBV has been able to win the debate completely. As one of the founders of
the discipline of strategic management, Ansoff et al. (2018) pointed out that strategic

54



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

management is a kind of contingency theory, which holds that if an organization wants to
achieve success, it should not simply rely on a single and immutable theory or method. It should
holistically consider its current environmental conditions and potential changes and adopt
appropriate measures on this premise. Besides, instead of blindly following the successful
experience of the past, its strategic plans and operational guidelines should adapt to changes in
the environment and conditions. Only by doing so can the organization achieve optimal
business performance.

Therefore, Ansoff et al. stressed that an organization should proactively observe
environmental changes and the magnitude of change, including the frequency and type of
change. At the same time, it should carry out timely and appropriate analysis of the changes and
develop and implement plans and procedures accordingly to adapt to the specific environment
and its changes. Furthermore, the “adaptability” of these plans and processes to the environment
is positively related to the probability of the organization’s success, coined by Ansoff et al.
(2018) as “the prerequisite for strategic success”. they hold that a successful organization is a
“dynamic” (instead of static) one whose internal structure adjusts to environmental changes.

Given the above review of MBV and RBV strategic views, we argue that each view has its
advantages/disadvantages and focuses, and neither can perfectly analyze and diagnose
strategies and prescribe perfect prescriptions for enterprises in the constantly changing
environment and market. Rather than arbitrarily choose between them, it is better to absorb the

essence from different theories and views to achieve the complementary and win-win effect.

2.5 Relevant studies on strategies in rapidly changing or turbulent

circumstances and conditions

Thompson and Mcewen (1958) pointed out that the goal of an organization was sometimes
regarded as a constant and sometimes as a non-static factor. When an organization faces a
changing market, it must reformulate or interpret its objectives. For a large enterprise,
reevaluating goals is a frequent task. In other words, effective businesses adapt to changing
circumstances by constantly reassessing their goals. In a study of strategic objectives, perceived
uncertainty, and economic performance in an unstable environment, Bourgeois (1985) pointed
out that strategic management was the domain of the enterprise’s top management. Their
perception of the company’s external environment and their way of action are critical to the
company’s behavior and performance, and it is up to them to find or create a match between

environmental conditions and organizational capabilities and resources.
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Bourgeois inspected the consistency of top management’s environmental perception. She
measured their perception taking the external environment as an objective measure of the
industry’s attributes, proposed hypotheses to explore the empirical relationship between the
environment, the strategic process, and performance, and deduced enterprise strategic
performance model through empirical patterns presented by data.

Bourgeois hypothesized that 1) the more accurately the top management perceives the real
environmental fluctuations, the higher the economic performance of the enterprise; 2) the more
consistent the top management perceives the environmental uncertainty, the higher the
economic performance of the enterprise; 3) the greater the consensus of the top management
on the goals, the higher the economic performance of the enterprise; 4) The more prominent the
positive relationship between environmental fluctuations and the number of strategic goals, the
higher the economic performance of the enterprise.

Bourgeois measured variables through interviews, questionnaires, and secondary data,
taking performance first as the dependent variable and then as the independent variable. The
results showed that when the average value of the enterprise’s top management’s perceived
environmental uncertainty was consistent with the volatility level of the goal, the diversity of
the enterprise’s internal perceptions could promote the enterprise performance; an enterprise
with high performance was highly sensitive to its environment, and its internal perceptions of
environmental uncertainty and goal were more diverse as well.

The research of Bourgeois also indicated that when the difference between uncertainty and
volatility was under control, the interpretative capability of the top management about the
diversity of internal perceptions decreased significantly. Enterprises should only reduce
uncertainty under the condition of a stable environment. Uncertainty may play a role in an
unstable environment, and reducing uncertainty is potentially dysfunctional at the strategic
level. Therefore, when the degree of environmental fluctuation is controllable or within the
acceptable range, enterprises should face up to environmental uncertainty rather than avoid it.

Whittington (2006) built a framework for strategy research based on the concepts of
strategy praxis, strategy practices, and strategy practitioners. He put forward the framework’s
implications for research, in particular, the impact of strategy practices on strategy praxis and
the impact of strategic practices’ creation and transfer on the cultivation of strategy practitioners.
He highlighted the importance of strategy practices, suggesting that enterprises must reflect on
strategy formulation and adjustment based on specific strategy practices and business practices

in the market and the environment.
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This type of research attempts to explain how enterprises can better make strategic planning
in a changing environment and how to adjust their original strategies to better adapt to the new
environment to gain stable competitive advantages and achieve stable performance in the long
run. To sum up, scholars have studied the strategic choice of enterprises in the context of a
“rapidly changing” and “turbulent” environment, but few scholars have studied the strategic
choice of enterprises in the context of “emergent” events, especially “LSEs”.

From the above literature review, we know that “rapidly changing” and “turbulent”
environments are similar but different from “emergent” events. The main similarity lies in the
“change” characteristic, while the main difference is the form of the change, mainly manifested
in the time dimension. “Rapidly changing” emphasizes the speed of change, meaning that the
environment is constantly changing rapidly; “turbulent” means things are constantly changing
in a long period of time with strong uncertainty; while “emergent” emphasizes the suddenness
of the change. The term of “large-scale” is mainly a description of event attributes from the

perspective of the scope of the affected area.

2.6 Chapter summary

We searched and selected a large number of literature but found very little literature directly
addressing how SOEs balance their CSR response and business innovation in the face of LSEs.
There is also very little literature in the field of LSEs. For this reason, we had to do a deeper
exploration. Still, the literature reviewed in this thesis does provide clear and specific assistance
to this study.

The first section of the literature review reveals that when SOEs conduct specific
management behaviors in LSEs, attention should be paid to the diversification of participating
parties. This guides SOEs to communicate and transact with different social subjects, including
government, shareholders, and suppliers, in a more artistic way so that the effect of CSR
behavior on CFP can be positive and more significant. It also reminds enterprises of the
importance of the following items in the face of LSEs: timely adjustment of system and
mechanism, change of organizational form according to needs, attention paid to changes of
legal system and policy, and adjustment of their 4P strategy. The literature also indicates that
enterprises’ current coping strategies or tactics for LSEs may change into regular routine
behaviors, namely Model R, in the future.

CSR literature in the second section shows that enterprises’ CSR behavior may not have a

positive effect on their CFP, so enterprises need to make trade-offs more carefully. In addition,
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according to the viewpoints of scholars represented by Davis (1960), CSR simply serves for
capital appreciation. In this thesis, we also posit that the implicit social responsibilities of SOEs
include the responsibility for state-owned capital.

Literature in the third and fourth sections show that, in the context of LSEs, changes in the
external policy environment, market environment, technology environment, and
internal/external resources (especially core resources as the source of sustainable competitive
advantage) have an impact on enterprises’ strategic management and business trade-offs.
Suggestions have been put forward on how enterprises should adjust strategy and choose
products to regain competitive advantages in LSEs. In particular, the literature on the SCP
paradigm is an essential reference for our research model’s establishment in this thesis. The
asymmetry theories have significant implications for this thesis in terms of how enterprises
construct “asymmetric” and sustainable resource advantages that are difficult to obtain in the
private economy through government and policy resources.

Literature in the fifth section on strategies in rapidly changing or turbulent circumstances
and conditions, which echo the characteristics of LSEs, can guide enterprises’ trade-off
behaviors in the face of LSEs, such as reviewing and amending their goals. The literature points
out that the consistency of top management’s perceived environmental uncertainty is one of the
important factors influencing the enterprise’s performance. It has guiding significance to the
top management’s decision-making in a SOE, our research object.

In the context of our research, SOEs play the leading role in dealing with LSEs. However,
in Western literature, the research object is mainly private commercial enterprises in capitalist
society. Therefore, although the literature reviewed in this chapter has certain guidance or
reference significance for this study, as stated in the summary of each section, the theories

cannot be directly applied to our study, and appropriate selection or adjustment is required.
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Chapter 3: Research Model and Hypotheses

3.1 Effect of environmental variables on enterprise trade-off

For convenience, in this study, we refer to the impact of LSEs on the enterprise’s business
environment as “environmental variable” (S), the enterprise’s trade-off between CSR response
and business innovation under the effect of S as “enterprise trade-oft” (C), the impact of LSEs
on the enterprise’s policy environment as “policy impact” (S1), the impact of LSEs on the
enterprise’s market environment as “market impact” (S2), the impact of LSEs on the enterprise’s
technological environment as “technological impact” (S3), and the impact of LSEs on the
enterprise’s resource environment as “resource impact” (S4). In addition, enterprises’ strategy
adjustment is referred to as Ci, incentive mechanism as C,, decision-making process as Cs,
enterprise performance as P, economic performance as Pi, and CSR performance as P».

Under the background of economic globalization, enterprises are faced with more severe
and uncertain environmental dynamics, including the acceleration of technological innovation,
the expansion of industrial scale, and the intensification of competition (Bai & Chang, 2015; J.
Zhao, 2021). While the dynamic environment creates difficulties for strategic decisions, rapid
market changes and the unpredictability of future events also provide enterprises with plenty of
opportunities. Environmental uncertainty is the decisive factor of enterprises in making the
related decision is generally considered an unstable or dynamic factor (Child, 1972).

Duncan (1972) pointed out that environmental uncertainty mainly has the following three
characteristics: the impact of the relevant environment on decision-making is unpredictable; the
outcome of the decision is unknown; there is little information about environmental factors
when making decisions. Miller (1983) made a significant contribution to the study of
environmental dynamism, stating that the dynamics of the market environment referred to the
frequency of change, the degree of change, and the unpredictability of change, including factors
such as consumer preferences, industrial structure (i.e., industry competition patterns), and
production and service technologies. According to their view, environmental dynamics have
two essential characteristics: volatility (including the rate and amount of change) and
unpredictability (i.e., uncertainty). The main factors that affect the environmental dynamics

include the possible environmental impact, the change of industrial structure, and the instability
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of market demand.

Dess and Robinson Jr. (1984) believe that the environment enterprises face is dynamic,
characterized by a specific rate of uncertainty and instability. This dynamic nature is manifested
as volatility in the development process of the enterprise and unpredictability in the final result.
Environmental dynamics could be described through multiple dimensions, mainly indicating
changes in the environment. Based on the above concepts, Schilke (2014) pointed out that
environmental dynamism could be divided into three levels: low, medium, and high. Low-level
environmental dynamics are characterized by the lack of dynamism in the external environment,
a lack of frequent change, and the ability of the behavioral agents involved in the market to
predict the changes that are about to occur with greater accuracy. High-level environmental
dynamics are those common, discontinuous rapid changes. Medium-level environmental
dynamics are those more predictable and regular changes that occur along roughly predictable
linear paths.

Scholars show differences in defining the dimensions of environmental dynamics. Y. Peng
et al. (2019) classified environmental dynamics into two categories. The first category includes
the dynamics caused by customers, competitors, and suppliers, which directly interact with the
enterprise in focus. The second category includes the dynamics caused by regulatory entities
and the economy, which interact indirectly with the enterprise in focus. Yin and Shao (2018)
pointed out that the environment enterprises face was dynamic, and the degree of
unpredictability and instability was a key factor. The core of this dynamic nature lies in the
dynamics of technology and the market, among which the dynamics of technology are mainly
caused by rapid technological change. Therefore, business environment dynamics comprise
technology dynamics and market dynamics, while market dynamics are triggered by rapid
changes in competitive behavior and customers.

From the perspective of strategic management, the high uncertainty of the environment will
bring a lot of unexpected things to the enterprise. It may even disrupt its regular operation,
threatening its survival and development. In this situation, it is imperative to manipulate
resources purposefully to obtain external support so as to restore enterprise value. According to
the strategic choice theory, all strategic choices are to eliminate environmental constraints, and
the choice is jointly made by enterprise decision-makers and the external environment.

Business decision-makers should rely on more than just the external environment to
determine appropriate strategies. It is because the environment presents not only opportunities
but also threats to the organization. These factors together determine the boundaries of strategic

choices. Therefore, business decision-makers must consider internal and external factors and
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formulate strategies based on their comprehensive judgment of opportunities and threats. In this
way, enterprises can better adapt to the changing environment and achieve long-term success.

At the same time, the way enterprise decision-makers understand the current environment
will affect their autonomy in strategic decision-making. The strategic choice theory emphasizes
the interaction between decision-makers and the environment. In this theory, the environment
imposes certain spatial constraints on decision-makers, limiting available options. The final
development direction of the enterprise is determined by the strategic choice of decision makers.
Decision-makers guide the growth and success of the business by making strategic decisions
within the range of viable options. Therefore, in the process of strategic choice, decision-makers
should fully understand the impact of the environment and make wise strategic choices to
ensure the sustainable development of the enterprise (Child, 1997).

In a highly complex task environment, managers put more emphasis on standardized CSR
strategies, and the uncertain environment drives them to pay more attention to the safety of
CSR codes of practice (Skandera et al., 2022). In this study, we posit that when LSEs occur, the
dynamic environment will stimulate enterprises to make trade-offs between business innovation
and CSR behaviors. On the one hand, enterprises may choose business innovation to improve
their operation efficiency and help to obtain good economic performance, including common
financial performance and market performance, which is peculiarly pointed out in this research.
On the other hand, enterprises may choose to actively undertake their social responsibility to
help the society tide over difficulties and realize social value.

However, both business innovation and CSR behaviors are double-edged swords. Firstly,
CSR behaviors can enhance brand awareness and brand reputation for enterprises that make
business innovations, bringing about a better corporate reputation (Ji & Miao, 2020); however,
CSR behaviors may also increase the risks of business innovation. Secondly, Successful
business innovation can provide necessary economic support for enterprises to fulfill their
social responsibilities. Successful business innovation can greatly improve enterprises’
economic performance and provide the necessary prerequisite for enterprises to undertake
charitable CSR. Driven by factors such as corporate reputation, enterprises that have achieved
commercial success will eventually assume charitable social responsibilities (Carroll, 1991).

Finally, once a broader and higher-level business fails, the huge social responsibility
disaster it brings to the enterprise cannot be underestimated. Business innovation is about
disrupting existing interest patterns, establishing new industry or market structures, and creating
extraordinary transaction structures and mechanisms (Amit & Zott, 2001). The more

stakeholders involved in business innovation, the greater the CSR disaster if it collapses.
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Therefore, enterprises will make trade-offs between business innovation and CSR behaviors to

choose the most beneficial strategic direction for their development.
3.1.1 The effect of policy impact on enterprise trade-off

From the perspective of the policy environment, the government not only advocates enterprises,
especially state-owned enterprises, to actively undertake social responsibilities but also
encourages enterprises to carry out business innovation. From the perspective of CSR,
according to Garcia-Sanchez et al. (2016), in a legal society, governments tend to promote
legislation on employee rights and stakeholder protection, inducing a wide range of
stakeholders (e.g., customers, employees, and NGOs) based on their legitimate interests to
encourage enterprises to take CSR activities. This makes stakeholders pay more attention to
CSR behaviors and disclosure, thus having a greater impact on enterprises.

Current CSR is often not implemented in the form of normative national laws but through
indirect pressure and private actors through the judicial form of enforcement (Lau et al., 2018).
CSR can be stimulated by mixing enforcement requirements with social norms (Du et al., 2016;
Matten & Moon, 2008). The policy may create fundamental uncertainty about the substance of
CSR and institutional uncertainty associated with change (Lepoutre et al., 2007). From the
perspective of business innovation, enterprises can realize value creation through business
innovation (Amit & Zott, 2010). The more unstable the policy environment is, the higher the
ability of enterprises needed to manage and control market risks will be. Enterprises may also
adopt business innovations to eliminate environmental constraints (Child, 1997).

For enterprises, adapting corporate strategies and policies to fit social responsibility and
business innovation may conflict with current institutional frameworks (such as traditions and
codes of conduct) because its implementation requires the government to be willing to adopt
new goals and guidelines and to use mechanisms other than the judiciary. Moreover, in some
countries, the institutional environment requires a higher level of CSR. Through the business
innovation and CSR synergies, enterprises can achieve the best possible products, processes,
and outputs (Randrianasolo & Semenov, 2022).

Therefore, we hold that when LSEs occur, the uncertainty of the policy environment will
prompt enterprises to make trade-offs between CSR behaviors and business innovation, and to
develop strategies, incentive mechanisms, and decision-making procedures that are in line with
the current organizational operation, so as to pool limited resources to maintain their core
competitive advantages. In this study, environmental uncertainty includes policy environment

uncertainty, market environment uncertainty, technological environment uncertainty, and
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resource environment uncertainty.

The policy environment uncertainty refers to the uncertainty of government effectiveness
and policy guarantee, such as policy support, financial support, decentralization, and approval
efficiency, faced by enterprises under the impact of LSEs. Market environment uncertainty
refers to the uncertainty of product market demand, raw material supply, and market price under
the impact of LSEs. Technological environment uncertainty refers to the uncertainty of the
maturity of production technology, the advanced degree of network technology, the advanced
degree of material technology, and the consistency of international technological standards
under the impact of LSEs. Resource environment uncertainty refers to the uncertainty of
resource identification, resource acquisition, and resource integration under the impact of LSEs.

Environmental uncertainty means that the environment of the enterprise is changing, which
can impact the enterprise (X. Fei, 2005). The environmental changes concerned in this study
mainly include the changes in the policy environment, market environment, technological
environment, and resource environment under LSEs. Accordingly, the impact of LSEs on the
environment of enterprises includes the impact on enterprises’ policy environment, market
environment, technological environment, and resource environment. In this study, the following
hypothesis is proposed from the policy impact dimension, which is one of the four dimensions
of environmental variables:

Hii: Si has a positive impact on C.
3.1.2 The effect of market impact on enterprise trade-off

From a market perspective, market turbulence refers to the extent to which the industry
environment is dynamic, multifaceted, and rapidly changing (Jaworski & Kohli, 1993). Market
uncertainty reflects the volatility and uncertainty of market demand conditions. Frequent
market changes increase the difficulty of predicting customer needs and preferences
(Hoppmann & Vermeer, 2020). When governments, markets, and financial institutions change
rapidly, it can lead to a highly volatile environment, making it difficult to accurately predict
customer needs or response to marketing strategies (H. Park et al., 2019).

In such an environment, it is important to strengthen customer communication and create
market responsiveness resulting from CSR practices. Market turmoil can accelerate customers’
trust generated by CSR in building market competitiveness. However, determining how
customers respond to an enterprise’s CSR may be challenging if consumers do not observe

direct value in highly volatile markets. In other words, while CSR may motivate employees, it
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might also put enterprises in a disadvantageous position in a volatile market, making it difficult
to predict current and potential needs.

The existing literature has recognized the impact of market uncertainty on enterprise
innovation (Zahra & Bogner, 2000). In particular, high market uncertainty may make it more
difficult for enterprises to acquire and integrate knowledge from institutionally distant
customers (H. Wang & Li, 2008). Therefore, enterprises should know how to deal with dynamic
changes in a competitive market environment (Sabherwal et al., 2019). For instance, a highly
uncertain market environment may be considered dangerous because in such an environment,
incorrect decisions can lead to serious trouble and put enterprises’ survival at high risk (Baron
& Tang, 2011).

In the face of fierce market competition, through R&D and innovation, enterprises pursue
to meet the market demand quickly and timely while reducing production costs to gain
competitive advantages (O'Sullivan et al., 2009). Given the difficulty of judging the market
prospect reasonably and controlling the cost and effectiveness of market development,
enterprises must balance the relationship between business innovation and social responsibility
activities and allocate funds and resources reasonably to maximize the expected efficiency.
Therefore, regarding the market impact dimension of environmental variables, we put forward
the following hypothesis:

Hi2: S has a positive impact on C.
3.1.3 The effect of technological impact on enterprise trade-off

Scholars have paid extensive attention to the uncertainty of the technological environment. The
uncertainty stems from the speed, unpredictability, and volatility of technology development,
competition between old and new technologies, the number of technological trajectories, and
the difference among the trajectories (Carbonell & Rodriguez-Escudero, 2009; H. Park et al.,
2019). The uncertainty of the technological environment can cause changes in consumer
demand, lead to the uncertainty of the technology effect, and increase the cost of new product
development (Lin, 2019).

When the technological environment is highly uncertain, the rapid change of technology
may lead to a change in consumer demand and prolong the time for consumers to purchase
products, thereby directly affecting the sales and profit of enterprises’ new products, especially
in the high-tech field, where the product life cycle is short and the technology iteration is rapid.
A high-tech product can be threatened by an updated one soon after it hits the market, making

consumers prefer to wait a little longer and purchase the next generation of products with higher
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performance (Sendstad et al., 2023). The uncertainty of the technological environment will lead
to the uncertainty of the technology effect, which may then reduce the customer acceptance rate
of the product or even cause obstacles to the product’s full market release (Qing et al., 2022).
This can be explained as follows:

First, new products might have potential risks and technical side effects that could not be
fully detected during the development and testing phase but might surface once the product is
released. As a result, consumers are concerned about the unpredictability of technology’s
outcomes and side effects. This concern may significantly reduce the market acceptance of new
products, especially in today’s era when consumers increasingly value green health and low-
carbon environmental protection (X. Q. Li et al., 2021). Second, the product may fulfill the
product requirements in the R&D stage, but in the sales stage, it may fail to pass the safety
inspection due to the changes in national policies. In this case, the product needs to be
redesigned or improved, increasing the R&D cost of the new product and decreasing its
competitive advantages (Lin, 2019).

High technological uncertainty will increase enterprises’ investment cost in new product
R&D and the risk of new product R&D. However, when the newly developed product is a small
improvement on the original product, it can be sold to familiar customers through established
channels and brands once its development is completed. In this case, the technological and
market uncertainty faced by enterprises is very low, and consequently, the probability of
successful product development is higher (Meijer et al., 2007).

On the contrary, if the new product development involves the application of new technology
and 1s for a new market segment, there will be some challenges. First of all, repeated trials and
errors are needed in order to minimize technological uncertainty (Yigitcanlar et al., 2019).
Second, establishing a new distribution network is necessary, and it will take some time for
consumers to accept the new product. Therefore, the risk of failure is relatively greater.
According to the contingency theory, an organization should consider its development status
and external environment, and choose management principles and methods that are suitable for
its development status differently (Drazin & Ven, 1985). In an environment with high
technological dynamics, old knowledge resources are no longer sufficient to support business
development. Therefore, enterprises must integrate internal knowledge and relevant external
knowledge to reconstruct new capabilities (T. Kim & Rhee, 2009).

The uncertainty of the technological environment will pose a threat to both existing
enterprises and would-be entrants. At the same time, it may also create opportunities.

Uncertainty will force enterprises to evaluate whether business innovation can help achieve
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their strategic and operational goals and which model is more appropriate. If the technological
environment to be entered has low uncertainty, it is easier for enterprises to predict the future
trend of technological development and identify valuable knowledge resources, thus reducing
the risk of decision-making errors and increasing the benefits from future operations.
Conversely, if the technological environment uncertainty is high, technological knowledge will
be more diverse, dispersed, and complex, as well as more recessive and heterogeneous, which
may impose more challenges for enterprises to identify valuable knowledge and opportunities
(Meijer et al., 2007). In this case, it is difficult for enterprises to accurately and timely grasp the
technological changes and development prospects, which can easily lead to decision-making
errors and performance decline. Considering the long-term development and reputation,
decision-makers tend to avoid aggressive risk-taking decisions (Alzamora-Ruiz et al., 2021).

A highly uncertain technological environment can create new opportunities for businesses.
At the same time, the emergence of new technologies and market opportunities may also
provide better opportunities for inter-organizational learning (C. Kim et al., 2012). In addition,
rapid technological advancement greatly shortens the life cycle of existing products and erodes
the “entrenched” competitive advantages of existing enterprises, which will provide first-mover
opportunities for new entrants.

Moreover, in a highly uncertain technological environment, intellectual property rights are
less clear, and knowledge spillovers and leaks in the R&D of technology and product are
common, which can facilitate the knowledge acquisition of new entrants (J. Zhao, 2021).
Therefore, in a technological environment with high uncertainty, enterprises can actively
balance the opportunities and risks brought by technological turbulence, optimize resource
allocation through business innovation and CSR activities, achieve technology breakthroughs,
and enhance value acquisition (Vrande, 2013). Therefore, in view of the technological impact
dimension of environmental variables, we propose the following hypothesis:

Hi3: S3 has a positive impact on C.
3.1.4 The effect of resource impact on enterprise trade-off

The resource dependence theory holds that enterprises cannot produce all the resources they
need by themselves. Therefore, part of the resources needs to be obtained from the external,
including resources required for resource exchange and alliances with other enterprises
(Hillman et al., 2009). The resource dependence theory emphasizes that no organization can
exist in isolation from the environment and that all organizations are closely connected with the

surrounding environment.
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Due to the organizations’ differences in abilities, it is necessary to clarify the different
degrees of dependence. At the same time, it is necessary to pay attention to the adverse effects
caused by excessive dependence (Casciaro & Piskorski, 2005). Only in this way can both parties
make reasonable decisions in case of resource shortage to minimize unnecessary losses caused
by resources. Therefore, the potential risks of highly dependent relationships can be reduced by
mergers and acquisitions or joint ventures of the organization, which will change the dependent
relationship into a stable resource supply and sharing relationship. Besides, methods such as
executive succession can also be adopted to stabilize the relationship (Hillman et al., 2009).

When the resources are insufficient, enterprises can realize value supplement through
resource patchwork, confirming all kinds of resources owned by them, including human
resources, skills, materials, customers, networks, systems, and other categories of resources
(Senyard et al., 2010, August 6-10). For example, downstream consumers, upstream suppliers,
and internal employees are within the scope of human resources (del-Castillo-Feito et al., 2022;
Karatas-Ozkan et al., 2022). Skill patchwork belongs to the category of resource patchwork and
refers to the integration of technological resources, such as professional and technological
personnel. Material patchwork is also a type of resource patchwork. Besides the integration of
intangible material resources such as knowledge, it also includes the integration of tangible
material resources such as plants and equipment. Customer patchwork also belongs to the
category of resource patchwork, meaning that entrepreneurs have the ability to communicate
with partners in a timely manner and jointly launch products or services to meet customer needs
in the market changes.

In this study, we hold that when LSEs lead to high resource uncertainty, enterprises will
carry out trade-offs between CSR behaviors and business innovations to achieve optimal
allocation of resources (X. Sun & Gunia, 2018) and optimize strategic adjustments, incentives,
and decision-making processes in such trade-off. Furthermore, enterprises will continue to
commit to ethical practices and contribute to the development of new products, technologies,
and services to achieve sustainable development (Moir, 2001; Speckbacher et al., 2015).
Therefore, in view of the resource impact dimension of environmental variables, the following
hypothesis is proposed:

Hi4: S4 has a positive impact on C.
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3.2 The impact of trade-off between CSR behaviors and business innovations

on enterprise performance

3.2.1 The effect of enterprise trade-off on economic performance

CSR has become the central concept of strategic management research beyond economic profit
due to its legitimacy and importance among consumers, investors, governments, and other
stakeholders (Koh et al., 2023; Siyahhan, 2023; Yuan et al., 2022). The trade-off between CSR
behaviors and business innovation is an effective means of managing risk in an uncertain
environment (S. Kim et al., 2021; Marhfor et al., 2022). However, both CSR response and
business innovation behaviors are “double-edged swords” for enterprises.

On the one hand, CSR has advantages in reducing costs and risks, increasing competitive
advantages, maintaining and improving corporate reputation and social legitimacy, and creating
collaborative value (S. Kim et al., 2021). Therefore, socially responsible and well-managed
enterprises are generally more likely to assess potential risks, reduce costs, and ultimately
improve their financial performance (Marhfor et al., 2022).

Engaging in social responsibility activities simplifies the relationship between the
enterprise and its stakeholders and makes it easier to establish a long-term and stable
relationship with the stakeholders. Although investing in social responsibility increases
enterprises’ operating costs, the initial investment cost in social responsibility will eventually
be offset by the benefits brought by the reduction of long-term costs and the improvement of
corporate reputation (Jones, 1995).

On the other hand, investing in CSR may increase enterprises’ costs and reduce economic
profits. Diminishing marginal returns is a feature commonly observed in all resources, and CSR
1s no exception. Its positive effect on financial performance also shows a diminishing marginal
trend (Flammer, 2015).

Enterprises might face trade-offs between social responsibility and financial performance
in their daily decision-making (Ilyas & Mian, 2022). Especially when facing pressure from
stakeholders or seeking social legitimacy, enterprises are likely to prioritize social responsibility
over financial performance. However, enterprises that over-invest in CSR activities are prone
to get into financial trouble. Compared with enterprises not engaged in CSR, they will bear
higher costs and thus are more likely to be at a disadvantage in a competitive market.

Schumpeter and Swedberg (2021) defined innovation as the establishment of a new
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production function that achieves the realignment of the factors of production . Innovation is a
continuous process of discovering, learning, and applying new technologies. In 2005, the
Organization for Economic Cooperation and Development (OECD) defined innovation as the
implementation of a new or significantly improved product (good or service) or process, a new
marketing method, or a new organizational method in business practices, workplace
organization, or external relations. Innovation is often seen as the “engine of business growth”.
The reason is that innovation is one of the critical strategic tools for enterprises to enter new
markets and increase the market share (Cao et al., 2022).

At the same time, innovation is the internal driving force for enterprises to cope with the
changing market demand and obtain better financial performance. The utilization and
development of the innovation ability of enterprises is widely regarded as the key factor
determining enterprise performance and competitive advantage (J. Peng et al., 2021). However,
for enterprises, business innovation is a “double-edged sword”. On the one hand, the key reason
enterprises implement innovation is that they hope to achieve higher business performance and
greater competitive advantage (Ni, 2023). Innovation is the key strategy for enterprises to
maintain unique advantages in the competitive market environment. By developing a formal
and comprehensive innovation strategy, enterprises can effectively integrate product and
technological innovation, thereby maximizing the return from innovation efforts and obtaining
higher innovation efficiency (Zott & Amit, 2007).

Theoretically, innovation mainly provides strategic support for enterprises’ innovation and
business activities from two aspects. First, innovation strategy links innovation activities with
the company’s long-term goals and reduces the conflict between the two, thus reducing the
uncertainty of innovation (N. Wang et al., 2021). Second, formulating and implementing
innovation strategies for differentiated products can help enterprises maintain current market
share or target new niche markets. Enterprises can achieve better financial performance by
developing new products through innovation based on existing resources to respond to current
and future market demands (Blind et al., 2017).

On the other hand, the risk of business innovation behavior determines the uncertainty of
actual input and potential return (i.e., the potential input-output ratio). The potential value
contained in innovation may not be realized in the future, and the return on innovation
investment cannot be guaranteed. According to statistics, up to 33 to 60 percent of new products
failed to bring economic benefits to the enterprises that had invested (Schilling & Hill, 1998).
Therefore, the relationship between CSR and business innovation is widely questioned in the

academic circle.
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Some scholars believe that mutual promotion and interpenetration of social responsibility
and business innovation can bring enterprises broader development prospects and competitive
advantages (S. Borghesi et al., 2015; Padgett & Galan, 2010). By responding to the demands of
society, the economy, and the environment, and through innovative work methods, innovative
products, innovative services, and innovative markets, CSR initiatives provide enterprises with
broader opportunities and avenues for innovation. Simultaneously, the implementation of CSR
necessitates significant organizational changes, making enterprise innovation an effective tool
to support the successful implementation of CSR initiatives.

A different perspective is that business innovation and CSR compete for limited resources,
so the relationship is negative (Bimir, 2017; Hull & Rothenberg, 2008). In this view, since
enterprises have limited resources, investing both in business innovation and CSR will be
counterproductive as each ability can be used independently to gain a competitive advantage.
Investment in business innovation and CSR creates an information asymmetry between
managers and shareholders (R. Borghesi & Chang, 2020). Therefore, the integration of business
innovation and CSR is not the best choice to form competitive advantages.

Under the background of LSEs, enterprises face many risks and crises and are more inclined
to gather superior resources to ensure their continuous and orderly operation. Therefore, under
LSEs, exploring the driving factors of the trade-off between CSR response and business
innovation and its impact on enterprise performance is of great impetus to deepening the
research on the relationship between business innovation and CSR (Ferauge, 2013).

Therefore, we posit that in the context of LSEs, enterprises will make trade-offs between
CSR and business innovation. The trade-off between CSR and business innovation means
enterprises will reasonably allocate limited resources between CSR activities and business
innovation to achieve optimal resource allocation and realize sustainable development. The
impact of the trade-off between CSR response and business innovation on economic
performance is concentrated in the following aspects:

Firstly, under the background of LSEs, the trade-off between CSR response and business
innovation is conducive to achieving resource patchwork and allocation that maximizes
economic benefits. The RBV holds that as a bundle of unique and imitable resources and
capabilities, enterprises must properly integrate these resources and capabilities to gain
competitive advantages (S. Y. Chen & Ji, 2022). It has been found that business innovation and
CSR are both critical enterprise capabilities (Choi & Park, 2022; Teece, 2017; Z. Q. Wang et
al., 2016). Business innovation can be regarded as a dynamic ability that enables an enterprise

to create new products and processes in response to changing market conditions (O'Reilly &
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Tushman, 2007). Similarly, CSR is a value-enhancing capability that may lead to superior
strengths and performance (Berens et al., 2007; Kuzey et al., 2021).

Secondly, CSR can strengthen social network relations and promote business innovation,
thus forming core competitive advantages. The social network and the knowledge resource
network of an enterprise’s innovation personnel play an essential role in enterprise innovation.
As a matter of fact, the internal knowledge resources of an enterprise can only provide limited
support for innovation, so obtaining external knowledge resources is crucial for the construction
of the enterprise’s innovation ability, and its stakeholders play an important role in that (Z. Q.
Wang et al., 2016).

Through social responsibility activities, the internal personnel of the enterprise can
establish relationships with stakeholders such as customers, investors, and suppliers, who often
possess professional knowledge and skills that complement the internal knowledge of the
enterprise. In particular, the upstream suppliers and downstream customers can provide
technological or knowledge support for the enterprise’s technological innovation activities,
including R&D decision-making, product testing, and final product (or service) innovation.
CSR activities are an important way for stakeholders to establish a network and share and
exchange knowledge. Therefore, social responsibility activities can promote enterprise
innovation (Yi et al., 2022).

Finally, CSR activities can strengthen the enterprise’s reputation formed by business
innovation and improve its sales performance. Innovation is often considered the “engine of
business growth”. It is the internal driving force for enterprises to cope with the changing
market demand and obtain better financial performance. The utilization and development of an
enterprise’s innovation ability is widely regarded as a key factor in determining enterprises’
performance and competitive advantage (Z. Q. Wang et al., 2016).

Business innovation can help enterprises to form breakthrough products, technologies, and
services and make trans-formative business model innovation. At the same time, CSR activities
can increase the enterprise’s online reputation among all walks of life and consumers and
enhance potential consumers’ willingness of purchasing new products, technologies, and
services, thus improving enterprise performance (Teece, 2007; Zott & Amit, 2007). Based on
the discussion above, we put forward the following hypothesis:

Hzi: C has a positive impact on Py.
3.2.2 The effect of enterprise trade-off on CSR performance

The CSR performance (P2) not only is the outcome of an enterprise’s fulfillment of its social
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responsibilities but also reflects the enterprise’s fulfillment of its obligations to internal and
external stakeholders (Y. Chen et al., 2021). Scholars generally categorize CSR into internal
CSR (ICSR) and external CSR (ECSR), targeting internal and external stakeholders,
respectively (Siyahhan, 2023). ECSR encompasses a company’s responsibilities and
obligations towards customers, the environment, and society, whereas ICSR focuses on the
management of relevant entities within the organization.

ECSR focuses on customer, environmental, and social practices, such as supporting
volunteerism, charitable giving, investment in community development, consumer care
programs, and environmental and wildlife conservation, to strengthen an organization’s external
image and reputation with a social audience (Bridoux et al., 2016). ICSR focuses on
organizational practices that support employee physical and mental health, such as employee
rights protection, healthcare, professional and personal development, equal opportunity, and
diversity (B. Li et al., 2021).

The impact of the trade-off between CSR response and business innovation on P> is
reflected in the following. First, when LSEs occur, seeking a balance between CSR and business
innovation can reduce costs and risks, strengthen competitive advantages, and enhance
corporate reputation and social acceptance, thereby creating synergistic value. The stakeholder
theory emphasizes that CSR is a powerful tool for managing stakeholder relationships.
Engaging in social responsibility activities not only simplifies the relationships between
companies and stakeholders but also facilitates the establishment of long-term and stable
relationships with them (Fordham & Robinson, 2018).

Second, the trade-off between CSR and business innovation can increase organizational
and social recognition and enhance corporate reputation. In a turbulent environment, enterprises
invest the limited resources in stakeholders’ key areas of concern, and their CSR focuses on
improving the welfare and interests of multiple stakeholders (Bridoux et al., 2016). Enterprises
actively undertake social responsibilities towards the community and the environment and
provide new products, new technologies, new services, and new business models to meet the
potential demands of consumers, which will enhance enterprises’ external evaluation and
reputation, helping them to win a positive image and obtain resources and information from
stakeholders (Valackiene & Miceviciené, 2012). Based on the above analysis, we propose the
following hypothesis:

Hz,: C has a positive impact on P».
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3.3 The mediating role of trade-off between CSR response and business

innovation

3.3.1 The effect of enterprise trade-off on economic performance

Innovation is achieved by combining and recombining knowledge resources. Therefore, the
social network and the network of knowledge resources of the innovators in an enterprise play
an important role in enterprise innovation. When environmental uncertainty is low, enterprises
is able to realize the synergy of business innovation and social responsibility activities
(Randrianasolo & Semenov, 2022). Through social responsibility activities, enterprises can
establish relationships with stakeholders such as customers, investors, and suppliers, who often
possess professional knowledge and skills that complement the internal knowledge of the
enterprise. In particular, upstream suppliers and downstream customers can provide
technological or knowledge support for the enterprise’s technological innovation activities,
including R&D decision-making, product testing, and final product or service innovation
(Randrianasolo & Semenov, 2022).

Randrianasolo and Semenov (2022) conducted empirical research and found that the extent
of social responsibility activities undertaken by enterprises had a positive correlation with the
enterprises’ innovation capability. It also had a positive correlation with the variety of new
product categories released to the market through R&D efforts. When LSEs occur, due to the
scarcity of the enterprise’s knowledge and resources, CSR does not promote the enterprise’s
innovation, but hinders it (Randrianasolo & Semenov, 2022). The limitation of enterprises’
resources and managers’ cognitive ability means that the more resources enterprises invest in
social responsibility activities, the fewer resources they can invest in technological innovation.
Since the expectations and demands of primary and secondary stakeholders are different, and
the enterprise organizations that fail to fulfill their economic obligations cannot meet the
expectations of any stakeholders, most stakeholders may be more inclined towards companies
prioritizing investment in R&D innovation rather than social responsibility initiatives.

Especially when the complementarity of innovation and social responsibility strategies is
weak and enterprises’ resource constraints are high, enterprises are more likely to pay attention
to the investment in R&D and innovation activities. On the contrary, if innovation and social
responsibility strategy are highly complementary, and the enterprise can pay attention to social

responsibility investment while making significant investment in R&D, it will positively impact
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enterprise performance under the synergistic effect (Zasuwa, 2017). From the perspective of
strategic management, enterprises’ primary goal is to realize the creation and distribution of
economic value (Marhfor et al., 2022).

The creation of economic value is related to enterprises’ core business activities. As a key
force in enhancing enterprises’ core competitiveness, innovation plays a vital role in improving
enterprises’ profitability and exploiting new markets (Amit & Zott, 2001). At the same time,
since the realization of economic value is essentially enterprises’ commitment to the main
stakeholders (e.g., shareholders), and the distribution of value is their commitment to some
secondary stakeholders, if enterprises do not pay attention to the distribution of value, the
organization will be unable to exist legally for long.

Therefore, maintaining the relationship with the secondary stakeholders is crucial to
enterprises’ long-term development. Therefore, in the case of intensified environmental
uncertainty caused by LSEs, enterprises will reasonably weigh the advantages and
disadvantages of undertaking CSR and business innovation in order to realize the optimal
allocation of resources and improve the dynamic capability, thus improving their economic
performance (Schilke, 2014). Based on the above discussion, we propose the following
hypotheses:

Hsi: C plays a mediating role between S; and P;.

Hs3z: C plays a mediating role between S> and P.

Hss: C plays a mediating role between S3 and P;.

Hss: C plays a mediating role between S4 and P;.
3.3.2 The effect of enterprise trade-off on CSR performance

With the emergence and rapid popularization of environmental management, the importance of
CSR is gradually increasing. Society now expects businesses not only to produce goods and
services, but also to play a more desirable role in society other than being confined to their
traditional roles (Ozdemir et al., 2022). Firstly, enterprises are expected to fulfill economic
responsibilities. In fact, the main purpose of enterprises is to create and maintain sustainable
profits by producing and providing necessary products and services to society (Kuzey et al.,
2021).

The second essential obligation of enterprises is the legal responsibility. As enterprises
operate within legal boundaries and are protected by national borders, they must strictly comply
with regulations set by their respective governments and be transparent to the public and

relevant stakeholders. Finally, enterprises have moral responsibility, such as social support
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events, including participating in charitable activities and providing financial assistance to
vulnerable groups.

Enterprises use CSR as a channel to differentiate themselves from other enterprises. As
sustainable management becomes more critical, they have begun to adopt CSR as an essential
business strategy internally. Policy, market, technological, and resource uncertainty under LSEs
encourage enterprises to balance CSR with business innovation to achieve sustainable
management (Z. Wang et al., 2018). The trade-off between CSR and business innovation helps
enterprises to achieve CSR performance. On the one hand, based on the win-win concept that
both economic value and social value are important, strategic corporate social activities will
ultimately benefit enterprises (J. Kim et al., 2019).

Efforts to ensure the health and safety of citizens, and the development of enterprise
activities that meet the needs of all stakeholders, such as caring for social and environmental
issues, human rights, and information disclosure, are the ultimate pursuit of the common
interests of the enterprises and stakeholders. On the other hand, when an enterprise fulfills its
social responsibilities, it can build a closer relationship with each stakeholder. From a broad
perspective, an enterprise will receive good evaluation and reputation from society and
consumers if it fulfills its social responsibilities. Consumers want to buy goods and services
from reputable enterprises, and talents are attracted to enterprises with principles (Zoysa et al.,
2021). Based on the above discussion, we propose the following hypotheses:

Hai: C plays a mediating role between S; and Po.

Haz: C plays a mediating role between S and Po.

Has: C plays a mediating role between S3 and Po.

Haa: C plays a mediating role between S4 and Po.

3.4 Research model proposal

Based on the hypotheses discussed and proposed, in this study, we divide the environmental
uncertainty caused by LSEs into four dimensions: policy environment uncertainty, market
environment uncertainty, technological environment uncertainty, and resource environment
uncertainty. In the rest of the thesis, the impacts of environmental uncertainty on enterprises in
these four dimensions will be called policy impact (S1), market impact (S2), technological
impact (S3), and resource impact (S4), respectively, and the impacts in these four dimensions
are collectively referred to as environmental impact (S). Enterprise performance (P) is divided

into two dimensions: economic performance (P1) and CSR performance (P>).
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This study aims to explore whether the impact of environmental change (S) caused by
environmental uncertainty on enterprises under LSEs will affect corporate behavior (C), namely,
the trade-off between specific CSR activities and business innovation, thus affecting enterprise
performance (P). Therefore, the research model in Figure 3.1 below is proposed. In order to
understand the research model from shallow to deep, we divide the model into three layers. The
first layer is the research model of the basic state, the second layer is the research model of an
expanded state, and the third layer is the research model of a double-expanded state. The
variables in the model and their relationships, which have been discussed above, as well as the

hypotheses and other relevant contents and relationships are summarized in Table 3.1.

(1) The research model of basic

H
H H
S C P
H
(2) The research model of
H
H H
Si Cm Pu
H
(3) The research model of double-
H
H H
Sij Cmn Puv
H

Figure 3.1: Research model and hypotheses
Table 3.1: Research objectives, questions, variables, and hypotheses

Item Description

To explore how the surroundings will change, the trade-off (that is, the
specific conduct) between CSR response and business innovation of
SOEs, and its influence on enterprise performance during LSEs through
an empirical research of SMMG

1. What is the conceptual definition and theoretical underpinning of the
trade-off between CSR response and business innovation?

2. To what extent does environmental uncertainty drive the trade-off
between CSR response and business innovation? Under the LSEs, what
dimensions should we divide the environmental uncertainty into to fit
the target enterprise’s actual situation better?

3. How does the trade-off between CSR response and business
innovation impact enterprises’ economic performance and CSR
performance?

4. To what extent does the trade-off between CSR response and
business innovation mediate the relationship between environmental
uncertainty and enterprise performance?

Research objectives

Research questions
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Cmn

Hypotheses

Si represents the environmental changes of enterprises in the respective
dimension under LSEs, while Sjj represents the specific test items for the
environmental changes in dimension i. Where: i=1,2,3,4;j=1, 2, 3...
11.

Cwm represents the specific trade-off behavior of the enterprise in
dimension m under the influence of environmental changes, and Cmn
represents the specific test item n of the enterprise’s trade-off behavior
in dimension m. Where: m=1,2,3;n=1, 2, 3... 12.

Pu represents the enterprise performance of dimension u, and Puy
represents the specific test item v of the enterprise performance on the
dimension u. Where: u=1, 2; v=1,2,3... 6.

H:: Environmental impact has a positive impact on corporate behavior
(©).

H.i represents the hypthesis that the environmental impact of dimension i
(Si) has a positive impact on corporate behavior (C). Where: i=1, 2, 3, 4.
H>: Corporate behavior (C) has a positive impact on enterprise
performance (P).

Hau represents the hypothesis that corporate behavior (C) has a positive
impact on enterprise performance (P) of dimension u (Py). Where: u=1,
2.

Hs and H4 hypothesize that corporate behavior (C) plays a mediating
role between environmental change (S) and enterprise performance (P).
Hasi and Hai hypothesize that corporate behavior (C) plays a mediating
role between the i dimension of environmental change S (S;) and the u
dimension of enterprise performance P (P.), where: i=1, 2, 3, 4; u=1, 2.
S; has a positive impact on C

S, has a positive impact on C

S; has a positive impact on C

S4 has a positive impact on C

C has a positive impact on P;

C has a positive impact on P,

C plays a mediating role between S; and P,

C plays a mediating role between S, and P;

C plays a mediating role between S; and P,

C plays a mediating role between S4 and P,

C plays a mediating role between S| and P

C plays a mediating role between S, and P

C plays a mediating role between S; and P

C plays a mediating role between S4 and P>
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Chapter 4: Empirical Research Design and Methods

4.1 Research idea

Empirical research is one of the widely used research methods in management. Its purpose is
to verify the universality and significance of research models or theories. After the research
model is proposed based on hypothesis deduction, the validity of the model is further tested
through empirical research. The ideas of our empirical study are as follows: We first conducted
primary data collection and analysis through a questionnaire survey. After reviewing the
existing literature on the trade-off between environmental uncertainty, CSR response, and
business innovation and relevant studies on corporate performance, we organized the mature
scales used in these studies and developed a preliminary survey questionnaire taking into
account the specific focus of this research.

In the pre-survey stage, 65 questionnaires were collected, and SPSS25.0 was used to
conduct exploratory factor analysis on the questionnaire samples to test the reliability and
validity of the questionnaires. Based on the results of the exploratory factor analysis, the
questionnaire was modified and adjusted, and the final questionnaire was formed. Then,
through large-scale questionnaire collection, 397 valid questionnaires were collected to test the
hypotheses. SPSS25.0, AMOS24.0, and SmartPLS3.0 were used to analyze and test the
reliability and validity of the questionnaire, the measurement model, and the structural equation
model. The Partial Least Square-Structural Equation Modelling (PLS-SEM) method was used
to test the hypotheses, and the research conclusions and theoretical contributions were put

forward.
4.2 Questionnaire design

The variables selected in this study are all generalizations and descriptions of phenomena and
are relatively abstract concepts. In order to make the variables concretized and measurable, we
conducted a literature review on related variables, taking three steps: First of all, we read
literature on related variables, including works where the concept was proposed and the

frequently cited literature in this field to have a more in-depth understanding of such variables
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and concepts. Secondly, as our research is in the context of China, it is essential to adapt the
research content to China’s national conditions and culture. Therefore, we studied and sorted
out the high-frequency cited literature on relevant variables in China.

For the scale design, we went through the following process: First, through the “back
translation method”, the original English questionnaires and scales for reference were translated
(Edunov et al., 2018). With the aim of enhancing the accuracy and rigor of the English
translation, we divided the English translation team into two groups. One group was responsible
for translating the English text into Chinese, while the other group was tasked with back-
translating the Chinese translation produced by the first group back into English.
Subsequently, we compared the two versions and made necessary modifications to ensure
translation consistency and accuracy. Finally, the bilingual draft in both Chinese and English of
the Questionnaire on the Impact of COVID-19, SOEs’Social Responsibility Response, Business
Innovation and its Impact on Performance was formed.

The draft questionnaire consists of four parts. The first part is about the basic information.
It includes the respondents’ information, such as gender, age, marital status, highest education,
residence, enterprise attributes, years of experience, department, and the relationship with
SMMG. The second part is about the impact of major emergencies on the business environment,
referred to as environmental impact (S). The third part is about the enterprise trade-off (C) under
the impact of S, including strategic adjustment (C;), incentive mechanism (C>), and decision
procedure (C3). The fourth part is about enterprise performance (P), including the enterprise’s
economic performance (P1) and CSR performance (P>).

The questionnaire involves seven latent variables. All of the structured items were
measured using the seven-point Likert scale, where 1 represents “strongly disagree”, 2
represents “disagree”, 3 represents “slightly disagree”, 4 represents “neither”, 5 represents
“slightly agree”, 6 represents “agree”, and 7 represents “strongly agree”. The pre-survey aims
to make the questionnaire design more scientific, and we conducted further tests on the
questionnaire.

First of all, according to the opinions of experts and scholars in related fields, we reflected
upon the rationality and logic of the related items and made appropriate fine-tuning. Then,
focusing on the reliability and validity of the questionnaire, we consulted experts in this industry
to identify whether these scale measurements are reasonable for this industry. We also consulted
professors from the School of Management who are experts in first-hand data collection to
improve the logic and rationality of the questionnaire on the level of method to avoid the

questionnaire’s endogenous problem as far as possible.
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This study attaches great importance to the scientificity and validity of questionnaire design.
During the scale design, considering the differences between different countries, industries, and
research contexts, we focused on the characteristics of the target enterprise and the
corresponding needs of the measurement scale. Moreover, the reliability and validity of the
scale were considered with emphasis. We studied the rationality of the questions in the
questionnaire and determined the scale needed for research. To ensure that items in the scale
can cover various situations that may occur to the variables, we established a measurement item
pool of related variables and then selected and filtered the items according to the research
content. Items verified by previous studies and with high reliability and validity are the first
choice. At the same time, we also considered the actual needs of this study to take consideration
comprehensively. Furthermore, on the basis of literature study and scale screening, during the
questionnaire design process, while ensuring that the questionnaire fully reflects the research
theme, we paid attention to the endogenous problem of variables. Through the matching of
research methods and measurement questionnaires, the endogenous problem between variables

was solved from the source.

4.3 Variable measurement

4.3.1 Environmental variable

For each independent individual enterprise, the “environment” it is in is a vibrant concept, with
no clear definition, and cannot be measured in a simple and direct way. Adam Smith (2023)
mentioned the concept of environment many times in The Wealth of Nations. It includes not
only the social environment that can determine a country’s commercial and manufacturing
development, but also the natural environment, legal environment, geographical environment,
religious environment, working environment, living environment, and competitive
environment. For convenience, the impact of LSEs on the business environment of enterprises
is referred to as “environmental variables” in this thesis, and LSEs’ impact on policy
environment, market environment, technology environment, and resource environment are
» »

referred to as “policy impact”, “market impact”, “technology impact” and “resource impact”,

respectively.
4.3.1.1 Policy impact

Following the research of Cirera et al. (2021) on corporate policies under the impact of Covid-

19, we adopted 5 items to measure the uncertainty of the policy environment under the impact
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of COVID-19, including the intensity of policy support, financial support, decentralization,
administrative approval efficiency, as shown in Table 4.1.

Table 4.1: Policy impact measurement scale

Index Code Item content Reference
After the outbreak of COVID-19, the central and local
governments have increased their policy support for
SMMG to switch to produce epidemic prevention
products.
After the outbreak of COVID-19, the governments at
all levels have increased their financial support for
Si2 SMMG to switch to produce epidemic prevention
products, including but not limited to tax rebates, tax
incentives, various policy subsidies or cash input.
After the outbreak of COVID-19, the governments
have strengthened the devolution of power to managers
of SMMG (such as giving them more operational
autonomy and independence and allowing them to
make trial and error in economic activities).
After the outbreak of COVID-19, governments have
improved their efficiency of various administrative
examination and approval for SMMG (such as
simplified procedures and shortened time).
After the outbreak of COVID-19, the government has
Sis been more supportive of SMMG, a state-owned
enterprise, than of similar private ones.

S

Cirera et
al. (2021)

Policy
impact Si3

S14

4.3.1.2 Market impact

Referring to the variable measurement method of Jaworski and Kohli (1993), Mao et al. (2019)
and J. Peng et al. (2021), we divided market impact into demand uncertainty and competition
intensity, measuring it through 11 test items, as shown in Table 4.2. Demand uncertainty
includes market change frequency and market size (H. Park et al., 2019); competition intensity
includes industry competition, promotion frequency, product similarity, and price competition

(J. Peng et al., 2021).
4.3.1.3 Technological impact

For the technological impact, this study used the scale of Kazancoglu et al. (2023), H. Park et
al. (2019) and S. Wu et al. (2005) for reference and adopted 7 items for measurement, as shown
in Table 4.3. The items include information about the maturity of production technology, the
advanced degree of industrial chain, the matching degree of research and development with

production, and technological standards.
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Table 4.2: Market impact measurement scale

Index Code  Item content Reference
Sy, After the outbreak of COVID-19, the market demand
for epidemic prevention products increased.
After the outbreak of COVID-19, the increase in market
52 jemand for epidemi tion products is h
emand for epidemic prevention products is huge.
At the beginning of the COVID-19 outbreak, the
S number and scale of manufacturers of epidemic
prevention products were insufficient.
At the beginning of the COVID-19 outbreak, the
So4 market supply of epidemic prevention products was
insufficient.
At the beginning of the COVID-19 outbreak, the
Sas market supply of raw and auxiliary materials for
epidemic prevention supplies was insufficient. Jaworski and
With the increase of market demand and manufacturers, Kohli
Market Sy the market supply of raw and auxiliary materials for (1999); Peng
impact epidemic prevention materials increased. et al. (2021);
After the outbreak of COVID-19, market prices of raw Mao et al.
Sa7 and auxiliary materials for epidemic prevention (2020)
materials rose sharply.
After the outbreak of COVID-19, the number of
Sas suppliers of raw and auxiliary materials for epidemic
prevention increased.
With the development of COVID-19, the supply of raw
Sag and auxiliary materials for epidemic prevention
materials on the market increased rapidly.
After the outbreak of COVID-19, the market price of
Sa10 . . . . L
epidemic prevention products increased significantly.
Compared to pre-epidemic, after the outbreak of
Son COVID-19, producing epidemic prevention products
and raw materials became more remunerative.
Table 4.3: Technological impact measurement scale
Index Code Item content Reference
Before and after the COVID-19 outbreak, the
S3i production technology of epidemic prevention
products was mature enough in China.
Before and after the COVID-19 outbreak, the
network technology was sufficiently advanced for
S3o . . . . .
the supply chain of epidemic prevention products in
China.
Technolo Before and after thg COVID-19 outbreak, the Kazancoglu et
cal equipment manufacturmg technology (refers to the al. (2015); Park
igm act manufacturing technology of machinery and etal. (2019), Wu
p S equipment used in the manufacture of epidemic et al. (2005)
prevention materials and raw and auxiliary materials)
is sufficiently advanced for manufacturers of
epidemic prevention products and raw and auxiliary
materials in China.
Before and after the COVID-19 outbreak, the R&D
S34 of epidemic prevention products was adequate for

production needs in China.
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Before and after the COVID-19 outbreak,
technological standards for epidemic prevention
products existed and were in line with international
standards in China.

Before and after the COVID-19 outbreak, the basic
scientific research was sufficient to support the R&D
and production of epidemic prevention products in
China.

In China the production technology (such as sewing
techniques) of some epidemic prevention products
(such as medical protective clothing and masks) can
be transferred from the production technology of
other non-epidemic prevention products (such as
clothing sewing techniques).

Sss

S36

Ss7

4.3.1.4 Resource impact

For the resource environment, this study draws on the research conducted by S. Park et al.
(2022), Speckbacher et al. (2015), and Z. Q. Wang et al. (2016) on internal resources, resource
complementarity, and resource synergy in response to emergencies, using 10 items to measure
the impact of COVID-19 on the enterprise’s resource environment, including internal resources,
industrial resources, and human resources, as shown in Table 4.4.

Table 4.4: Resource impact measurement scale

Index Code Item content Reference
Sui After the outbreak of COVID-19, quasi-internal
resources appeared or were more easily identified.

After the outbreak of COVID-19, quasi-internal
resources seemed to be more.
After the outbreak of COVID-19, quasi-internal
Sa43 resources played a greater role in state-owned

enterprises than in private ones.

After the outbreak of COVID-19, some resources

such as raw and auxiliary materials for epidemic

S4z

Sa4 prevention products were transferred from other Park et al.
@ndustries to the epidemic prevention products (2022),
Resource industry. Speckbacher
. After the outbreak of COVID-19, A large amount of
tmpact capital was transferred from other industries to the et al. (2015),
epidemic prevention products industry (for example, Wang et al.

Sas enterprises that previously invested in the production (2010)
of diaper bags for women and children began to
increase investment in medical protective clothing
and masks).
After the outbreak of COVID-19, it became easier
S4e for manufacturers of epidemic prevention products
to obtain capital.
After the outbreak of COVID-19, more professionals
Sa7 were moving from other industries to epidemic
prevention enterprises.
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Sag

Sa9

S410

After the outbreak of COVID-19, it became easier
for epidemic prevention manufacturers to integrate
external resources (for example, epidemic
prevention manufacturers  integrate  external
enterprise resources originally used for clothing
production to assist themselves in sewing medical
protective suits and masks).

After the outbreak of COVID-19, other enterprises
were more willing to support epidemic prevention
manufacturers in the field of resource integration.
After the outbreak of COVID-19, it became easier
for epidemic prevention manufacturers to get the
support and cooperation of their employees.

4.3.2 Enterprise trade-off

Drawing on the research of S. Chen et al. (2017), Giachetti and Lampel (2010), Krishnamurti
et al. (2021), and X. Y. Zhao et al. (2022), we measured SOEs’ trade-off between CSR response

and business innovation under LSEs from three aspects: strategic adjustment, incentive

mechanism, and decision-making process. Four test items were used to measure the strategic

adjustment, as shown in Table 4.5.

Table 4.5: Strategic adjustment measurement scale

Index Code Item content Reference

After the outbreak of COVID-19, SMMG’s business
strategy was helpful to overcome the original

Cl] . . . . .
strategic idea of regarding corporation social
responsibility as a burden. Chen et al,
After the outbreak of COVID-19, SMMG’s business 2017,
strategy focused more on the explanation and Giachetti and

C12 . . . . . . . .

. publicity of business innovation in corporation social Lampel,
Strategic Ty i
adjustment responsibility. 2010;

After the outbreak of COVID-19, SMMG’s business Krishnamurt
C strategy focused more on capturing potential i et al., 2021;
B business innovation opportunities from corporation Zhao et al.,
social responsibility activities. 2022
After the outbreak of COVID-19, SMMG’s business
Cus strategy put more emphasis on the balance between

its business vision and social expectation.

Referring to studies of Berens et al. (2007), Z. Wang et al. (2018), Xiong et al. (2022), and

Yigitcanlar et al. (2019), we used four items to measure SOEs’ incentive mechanism, as shown

in Table 4.6.
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Table 4.6: Incentive mechanism measurement scale

Index Code  Item content Reference
After the outbreak of COVID-19, governments
strengthened the coordination between the

Ca assessment indicators such as corporation social
responsibility ~ performance  and  business

innovation performance for SMMG.

After the outbreak of COVID-19, SMMG

emphasized the basic requirements of corporation

Co social responsibility behavior in salary design and
employment contract. Berens et
After the outbreak of COVID-19, SMMG al.,2007,
. strengthened incentive mechanisms (material or Wang et al.,
Incentive . :
. Cx moral) for internal departments and employees to 2018, Xiong
mechanism . . . o
encourage their corporation social responsibility et al., 2022,
contribution in business innovation behaviors. Yigitcanlar

After the outbreak of COVID-19, SMMG etal., 2019;
increased penalties for internal departments and
employees who exhibit socially irresponsible
behavior (such as doing not obeying the work
Cu arrangement of the production of epidemic
prevention materials, discharging substandard
industrial waste, wasting resources, violation of
community interests) in business innovation for
corporation social responsibilities.

With studies of Flores-Garcia et al. (2021), Oliveira et al. (2015), and Randrianasolo and

Semenov (2022) as reference, we used 12 items to measure the SOEs’ decision-making process,
from dimensions such as examination and approval procedures, resource allocation, and
organizational structure adjustment, as shown in Table 4.7.

Table 4.7: Decision-making process measurement scale

Index Code Item content Reference
After the outbreak of COVID-19, shareholders’
Csi approval of SMMG’s corporation social

responsibility business became easier.
After the outbreak of COVID-19, external
government departments became easier in their

Cs administrative approval of corporation social
responsibility business for state-owned enterprises Flores-Garcia
(such as SMMG). et al, 2021,
Decision After the outbreak of COVID-19, external Oliveira et al.,
-making government departments became more efficient in 2015,

process the administrative approval of corporation social Randrianasolo
responsibility business of state-owned enterprises and Semenov,
(such as SMMG), which was helpful for the 2022
enterprise performance.
After the outbreak of COVID-19, SMMG’s
internal decision-making and approval procedures
Css for corporation social responsibility activities

became simpler and more efficient, which was

helpful for the enterprise performance.

Cs3
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After the outbreak of COVID-19, SMMG’s
approval  procedures from higher-up for
Css corporation social responsibility business became
more efficient, which was helpful for the
improvement of the company’s performance.
After the outbreak of COVID-19, it became easier
for SMMG to allocate resources to carry out
corporation social responsibility activities, which
was helpful for the enterprise performance.
After the outbreak of COVID-19, it became easier
for SMMG to deploy employees for corporation
social responsibility activities (such as arranging
employees to work overtime outside of working
hours, temporarily transferring or supporting other
positions), and employees showed more
cooperation with such deployment, which was
helpful for the enterprise performance.
After the outbreak of COVID-19, SMMG'’s
Css internal organizational changes became easier,
which was helpful for the enterprise performance.
After the outbreak of COVID-19, it became easier
for SMMG to develop and implement internal
systems and policies, which was helpful for the
enterprise performance.
After the outbreak of COVID-19, it became easier
for shareholders to authorize SMMG in the field of
corporation social responsibility, which was
helpful for the enterprise performance.
After the outbreak of COVID-19, it became easier
for SMMG to authorize downward in the field of
corporation social responsibility, which was
helpful for the enterprise performance.
After the outbreak of COVID-19, SMMG’s
corporation social responsibilities tended to
support the government’s epidemic prevention and
Gsiz control (compared with other corporation social
responsibility  behaviors such as poverty
alleviation), which was helpful for the enterprise
performance.

Css

Csy

Csio

Csn

4.3.3 Enterprise performance (P)

In this study, we divide enterprise performance into two dimensions: economic performance
(P1) and CSR performance (P>). Referring to research of Berguiga et al. (2020), Cannon (2008),
Grewal et al. (2009), Memon et al. (2020), O'Sullivan et al. (2009), and Qing et al. (2022) on
financial and market performance, we used six items to measure economic performance, as
shown in Table 4.8. In terms of social performance, based on studies of S. Cho and Kim (2017),
Gras and Krause (2020), and McGuire et al. (2012), we used two items for its measurement, as

shown in Table 4.9.
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Table 4.8: Economic performance measurement scale

Index Code Item content Reference
SMMG’s consideration and actions between .
. . 1t . Berguiga et
corporation social responsibility behaviors and
P 11 . . . . . . al., 2020,
business innovation in face of the epidemic were Cannon
helpful to increase its business revenue. 2008 G,rewal
SMMG’s consideration and actions between of al’ 2009
corporation social responsibility behaviors and e ’
Py . . .. . . Memon et al.,
business innovation in face of the epidemic were 2020
helpful to increase its total profit. O’Su’llivan o
SMMG’s consideration and actions between al 2009
corporation social responsibility behaviors and > ’
Pi3 . . . . . Qing et al.,
business innovation in the face of the epidemic
. . : 2022
were helpful to increase its retained profits.
. SMMG’s consideration and actions between
Economic . . o1t .
erformance P corporation social responsibility behaviors and
p 14 business innovation in the face of the epidemic
were helpful to increase its brand value.
SMMG’s consideration and actions between Cho and Kim
corporation social responsibility behaviors and ] ’
i X L . . 2017; Grewal
Pis business innovation in the face of the epidemic ot al. 2009:
were helpful to exploit new markets (market of D ’
s . . Martin, 2012;
epidemic prevention products). O’Sullivan et
SMMG’s consideration and actions between al. 2009
corporation social responsibility behaviors and 7
business innovation in the face of the epidemic
P16
were helpful to promote the market performance
of its original business segment (non-epidemic
products market).
Table 4.9: Social performance measurement scale
Index Code Item content Reference
SMMG’s consideration and actions between
corporation social responsibility behaviors and
P2 business innovation in the face of the epidemic Meeuire ef al
were helpful for the government and the public to 201g2. Cho an;‘i
Social enhance their sense of identity to SMMG. Kim ’ 2017
performance SMMG?’s consideration and actions between Gras’ anci
corporation social responsibility behaviors and Krause. 2020
P2 business innovation in the face of the epidemic ’

were helpful for the governments’ evaluation of
SMMG.

4.4 Pre-survey and questionnaire refinement

4.4.1 Pre-survey data collection

Before collecting large amounts of questionnaire data, it is a great necessity to conduct a pre-
survey using the questionnaire to further improve it from the respondent’s perspective,

enhancing its rationality, reliability, and validity. In order to improve the quality and readability
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of the questionnaire and avoid non-professionals and non-industrial individuals’
misunderstanding of the text and technical terms in the questionnaire, we used WeChat (a
smartphone APP widely used in mainland China, similar to Twitter or WhatsApp for Europeans
and Americans) for the online questionnaire survey. Eighty-five people willing to provide
research support were sought. They were mainly non-industry insiders and were not involved
in SMMG or its upstream and downstream stakeholders in the industrial chain.

At the beginning of the pre-survey, I explained to the invitees the purpose, expectation,
background, and primary content of this questionnaire survey and stated the academic nature,
anonymity, and confidentiality. Only after they expressed their willingness to participate and
put forward suggestions for refinement can they become volunteers for this pre-survey and
receive the electronic questionnaire through WeChat. The participants were then asked to
complete a questionnaire designed to test the plausibility of the research model, the wording of
the questionnaire text, and its understandability.

To maximize the number of invitees who are willing to be volunteers in the pre-survey, |
tendentiously selected the non-professionals and non-industrial individuals who had established
good relationships with me in daily study, work, and life and were not involved in the target
enterprise. I patiently and carefully explained to them the purpose, significance, and other
details of the pre-survey, hoping they could provide as much help and support to the research
as possible.

The pre-survey lasted for about two weeks. I received a lot of reasonable suggestions, which
played an important role in further improving the content, text, and incentive mechanism of the
questionnaire. A total of 85 electronic questionnaires were distributed, and 65 wvalid
questionnaires were collected. Of the volunteers, 57.81% came from Sichuan province, 26.56%
from Heilongjiang province, 4.69% from Beijing City, and 3.13% from Zhejiang Province.
There were 1.56% coming from each of the five provincial areas: Guizhou, Jiangsu, Yunnan,
Shanghai, and Chongqing.

Males accounted for 87.5%, and females accounted for 12.5%. Regarding their age, 9.38%
were between 25 and 34 years old, 48.44% were between 35 and 44 years old, 32.81% were
between 45 and 54 years old, and 9.38% were over 55 years old. Married people accounted for
85.94%, unmarried people accounted for 10.94%, and other marital status accounted for 3.13%.
With respect to education background, 1.56% were with high school/vocational secondary
school diploma or below, 6.25% with a junior college degree, 57.81% with a bachelor degree,
and 34.38% with master degree or above. Those from urban areas accounted for 98.44%, and

those from rural areas accounted for 1.56%. Government employees accounted for 17.19%,
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corporate employees accounted for 75%, and other employees accounted for 7.81%. In terms
of work experience, 84.38% had worked for more than 10 years, Moreover, only 28.13% of the
participants knew that SMMG is a SOE, and 64.06% said they were consumers.

The results showed that the validity and reliability of the questionnaire content met the
requirements, and the questionnaire also showed good understandability on the whole. The
respondents expressed that they could understand the questionnaire item as long as they read it
carefully. At the same time, we also received feedback on questionnaire refinement, mainly
including the following:

1) Some were unfamiliar with SMMG and suggested adding a brief introduction of SMMG.

2) Some could not understand ‘“‘corporation social responsibility” accurately. They
suggested not using the abbreviation “CSR” in the questionnaire and explaining “corporation
social responsibility” in easy-to-understand language.

3) Some expressed that they did not know what to choose when they had little/no
knowledge of certain items and suggested adding instructions to the questionnaire.

4) Some suggested bolding or underlining the key and core contents of the questionnaire
items.

5) Some suggested that the contact telephone number should be prominently displayed in
the questionnaire instructions for the participants to consult.

6) Some suggested placing the degree-related options in a horizontal row or a vertical
column to give a clearer picture of strength.

7) Some with research experience suggested setting reward or incentive mechanisms
according to the questionnaire filling quality of the participants to minimize the proportion of
invalid questionnaires.

8) Some suggested simplifying the questionnaire instructions.

9) Some pointed out typographical errors.

Based on the feedback received, I further refined and improved the questionnaire, adding
the introduction of SMMG and explanation of corporate social responsibility and other
technical terms in easy-to-understand language, replacing the English abbreviation CSR with
its full name, providing instruction on what to choose for the items that the respondents did not
know about. Besides, the key and core contents of the questionnaire were highlighted, the
contact phone number of the researcher was provided, and the degree-related options were
arranged vertically in one column, the questionnaire introduction was simplified, and the
typographical errors were corrected.

To minimize the proportion of invalid questionnaires and increase the attention and
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seriousness of the respondents, we set up a thank-you cash gift for the participants who
participated in the formal survey, ranging from 5 to 50 yuan according to the length of their
answering time and the quality of answers. The data collection lasted for nearly two months,

from December 2022 to early February 2023.
4.4.2 Data analysis methods

The purpose of the pre-survey is to test the reliability and validity of the questionnaire to ensure
the scientificity and accuracy of the research. Therefore, we mainly adopted reliability and
validity analyses and used SPSS25.0 for data analysis.

Reliability analysis: This analysis aims to assess the internal consistency and stability of
the initial questionnaire. Cronbach’s alpha coefficient (Cronbach’s a) is commonly used to
evaluate the internal consistency among the items in a questionnaire (Guan, 2009). In the
reliability analysis of this study, we primarily utilized Cronbach’s alpha coefficient and
corrected item-total correlation (CITC) to evaluate the internal consistency among the items in
the questionnaire.

When a is greater than 0.8, the internal consistency of the questionnaire items is considered
relatively high; when a is greater than 0.7, the structure of the questionnaire is considered good.
When CITC is less than 0.5, this item is considered to have some problems; when CITC is less
than 0.3, this item can be deleted. By deleting the problematic items, when CITC is greater than
or equal to 0.5, the questionnaire is considered to have good consistency, its reliability is
considered acceptable, and thus the measurement scale meets the reliability requirements (Ma,
2005).

Validity analysis: A questionnaire’s validity is generally assessed using factor analysis. The
validity analysis primarily involves a KMO test (Kaiser-Meyer-Olkin Measure of Sampling
Adequacy) on the questionnaire items to examine the inter-relatedness of the variables in the
questionnaire. If the KMO value is high, the correlation between the items is high; if the
corresponding Bartlett sphere-type test also shows significant results, it indicates that the
variables are suitable for factor analysis. In general, when the KMO value is above 0.7 and
Bartlett spherical test result is significant, it is deemed that the items are suitable for exploratory

factor analysis (M. Wu, 2010).
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4.4.3 Pre-survey sample data analysis

4.4.3.1 Environmental impact

This study divides the impact of major emergencies on the business environment, namely
“environmental variables” (S), into four dimensions: policy impact (S1), market impact (S2),
technological impact (S3), and resource impact (S4). We first conducted reliability and validity
analyses of the S dimensions, and the results are shown in Table 4.10 and Table 4.11. The CITC
value of S37 of S3 was 0.277 (less than 0.3); after deleting the item, the a coefficient was greater
than the overall a value. Therefore, item S37 was deleted. In addition, for Si, Sz, S3, and Sa4, the
KMO values were all greater than 0.7, the a values were all greater than 0.7, and the CITC
values were all less than 0.7, indicating that the content of the factor had a high consistency,
ensuring the reliability and validity of the questionnaire.

Table 4.10: Validity and exploratory factor analysis of S (N=65)

Variable Code Mean Star-ldgrd Factgr Eigenvalue Explained
value deviation loading variance
St 4.05 1.634 0.881
Siz 5.58  1.391 0.801
Si Si3 54 1.466 0.768 3.217 64.331%
Sia 526 1492 0.773
Sis 535  1.535 0.793
KMO=0.816 Bartlett’s sphericity test=178.558 Sig.=0.000
Sa1 5.15 1.502 0.625
S 6.12  1.206 0.909
Sas 6.02  1.192 0.836
Sas 5.83 1.398 0.742
Sos 348  1.697 0.914
S, Sa6 3.82  1.619 0.86 5.142 46.746%
Sa7 5.6 1.043 0.614
Sas 5.23 1.32 0.736
S29 535 111 0.836
Sa10 529 1.284 0.766
Sai 512 1.364 0.593
KMO=0.714 Bartlett’s sphericity test=516.369 Sig.=0.000
S 5.06 1413 0.648
Saz 492  1.395 0.642
Sa3 492 1.279 0.782
S3 S34 478  1.205 0.724 4.250 60.713%
Sas 491 1.208 0.597
S6 5.2 1.064 0.524
S37 5.31 1.424 0.333
KMO=0.774 Bartlett’s sphericity test=257.192 Sig.=0.000
Sa1 5.23 1.222 0.44
Sa 492  1.229 0.671
Sa3 478  1.256 0.786 0
Sa Sw 512 L1 063 O 49.188%
Sas 548  0.954 0.62
Sa6 522 1.111 0.783
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Sa7 529 1114 0.537
Sas 4.71 1.128 0.524
Sag 5.25 1.031 0.705
Sa10 514 1.074 0.73

KMO=0.806 Bartlett’s sphericity test=333.858 Sig.=0.000
Table 4.11: Reliability test results of S measurement scale (N=65)

Cronbach’s «

Variable Code CITC Sloefﬁc1ent after Evaluation Cronbach S
eleting test o coefficient
items
S 0.576 0.673 unreasonable
Si2 0.778 0.548 reasonable
Si Si3 0.746 0.554 reasonable 0.716
Sia 0.681 0.581 reasonable
Sis 0.687 0.576 reasonable
Sai 0.626 0.847 reasonable
Sx» 0.646 0.847 reasonable
Sa3 0.621 0.849 reasonable
Soa 0.493 0.857 reasonable
Sos 0.42 0.865 reasonable
S, Sa6 0.528 0.855 reasonable 0.864
S»7 0.699 0.842 reasonable
Sos 0.749 0.841 reasonable
Sa9 0.694 0.843 reasonable
Sa10 0.589 0.85 reasonable
Sa1i 0.398 0.877 reasonable
NEY 0.729 0.862 reasonable
Ss2 0.695 0.867 reasonable
Ss3 0.823 0.85 reasonable
S; Si4 0.765 0.859 reasonable 0.886
Sss 0.684 0.868 reasonable
Ss6 0.606 0.878 reasonable
Si7 0.277 0.896 unreasonable
Sai 0.53 0.872 reasonable
Sz 0.602 0.866 reasonable
Su3 0417 0.881 reasonable
Saa 0.622 0.864 reasonable
S4s 0.706 0.86 reasonable
S4 Sus 0.642 0.863 reasonable 058
Sa7 0.629 0.864 reasonable
Sas 0.592 0.867 reasonable
S49 0.664 0.862 reasonable
Sa10 0.689 0.86 reasonable

4.4.3.2 Enterprise trade-off (C)

This study divides the trade-off between SOEs’ CSR response and business innovation under
the impact of S, namely, “enterprise trade-off”” (C), into three dimensions: strategic adjustment
(C1), incentive mechanism (C2), and decision-making process (C3). The reliability and validity
of each dimension of the trade-off were analyzed. The results are shown in Table 4.12 and Table
4.13. The KMO value and o value of each variable were all greater than 0.7, showing good

reliability and validity of the questionnaire.
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Table 4.12: Reliability test results of C measurement scale (N=65)

Variable Code Mean Stal.ldgrd Factgr Eigenvalue EXP lained
value deviation loading variance
Cu 5.23 1.115 0.384
Ci2 4.95 1.178 0.856 o
G Ci3 514 1.223 0.75 2.784 69.602%
Cus 5.05 1.28 0.795
KMO= 0.718 Bartlett’s sphericity test=144.343 Sig.=0.000
Ca 5.09 1.366 0.662
Cn 4.8 1.313 0.677 o
C Cx 485 124 078 2901 72.523%
Cu 4.86 1.261 0.782
KMO=0.766 Bartlett’s sphericity test=132.489 Sig.=0.000
Ca 4.82 1.286 0.391
Cx 4.74 1.228 0.589
Css 472 1.206 0.592
Cas 4.85 1.314 0.72
Css 5.05 1.217 0.816
Cs Css 498 1.317 0.787 8.484 70.702%
Cs7 5.12 1.193 0.858
Cssg 497 1.237 0.834
Cso 5.03 1.212 0.687
Csio 5.05 1.255 0.779
Can 4.94 1.285 0.678
KMO=0.881 Bartlett’s sphericity test=867.629 Sig.=0.000
Table 4.13: Reliability test results of C measurement scale (N=65)
Cronbach’s a
Variable Code CITC coefﬁCIent. Evaluation Cronbach S
after deleting o, coefficient
test items
Cn 0.45 0.898 reasonable
Ci 0.832 0.747 reasonable
G Cis 0.715 0.798 reasonable 0.850
Cu 0.782 0.767 reasonable
Co 0.676 0.857 reasonable
Cxn 0.688 0.851 reasonable
G Coy 0.77 0.819 reasonable 0.871
Cos 0.774 0.817 reasonable
Cs 0.577 0.964 reasonable
Cs 0.726 0.96 reasonable
Cs3 0.731 0.96 reasonable
Cs 0.819 0.957 reasonable
Css 0.879 0.955 reasonable
C; Css 0.859 0.956 reasonable 0.961
Csy 0.905 0.955 reasonable
Css 0.887 0.955 reasonable
Cs 0.791 0.958 reasonable
Csio 0.848 0.956 reasonable
Csi 0.785 0.958 reasonable

4.4.3.3 Enterprise performance (P)

This study divides business performance (P) into two dimensions: economic performance (P1)
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and CSR performance (P2). The reliability and validity of economic performance (P1) and CSR

performance (P2) were analyzed, and the results are shown in Table 4.14 and Table 4.15. The a

values of the variables were all greater than 0.7, and the factor loading, KMO value, and CITC

value all met the criteria of exploratory factors, indicating that the factor content had a high

consistency, and the questionnaire had good reliability and validity.

Table 4.14: Validity and exploratory factor analysis results of P (N=65)

Variable Code Mean Stal}dgrd Fact.or Eigenvalue Exp !alned
value deviation loading variance
Pu 5.98 1.017 0.807
P12 5.96 1.033 0.772
Py3 5.89 1.091 0.773 o
P P 606 0963 0784 091 77:523%
Pis 6.09 0.918 0.744
P16 6.03 0.985 0.772
KMO=0.862 Bartlett’s sphericity test=2345.679 Sig.=0.000
P2 4.98 1.329 0.782
P2 P2 5.35 1.28 0.782 1.564 78.183

KMO=0.500 Bartlett’s sphericity test=23.895 Sig.=0.000

Table 4.15: Reliability test results of P measurement scale (N=65)

Cronbach’s o Cronbach’
Variable Code CITC coefficient  after Evaluation C;Z?ﬁ;(;nts a
deleting test items
Pn 0.711 0.8 reasonable
P12 0.799 0.711 reasonable
P13 0.652 0.847 reasonable
Py P 0.634 0.863 reasonable 0.848
Pis 0.781 0.724 reasonable
Pis 0.747 0.761 reasonable
Pa 0.564 reasonable
P2 P2 0.564 reasonable 0.721

4.4.4 Formation of the formal questionnaire

Based on the data analysis of the pre-survey, we removed item S37 from the questionnaire in

this study to form the final formal questionnaire. In the final questionnaire, five items were used

to measure Si, 11 items to measure S», six items to measure S3, and 10 items to measure S4. The

three dimensions of C were measured by four, four, and 12 items, respectively. P1 and P> were

measured by six and two items, respectively.
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Chapter 5: Empirical Analysis and Results Discussion

5.1 Data collection and descriptive statistics

5.1.1 Data collection

The target respondents of this study are the stakeholders of SMMG. The respondents were
required to fill in the questionnaire according to the actual situation of SMMG with a serious,
objective, and fair attitude. We explained to them clearly that there were no “right” or “wrong”
answers, and the answers were collected anonymously to ensure the confidentiality of the
information and data of the respondents. SMMG is a wholly owned subsidiary of Wuliangye
Group, a famous state-owned enterprise. Before the outbreak of COVID-19, SMMG’s main
business was the production and sales of alcoholic packaging bags (mainly non-woven
products), the production and sales of clothing, and the trade of goods. The enterprise was not
involved in medical protective clothing and masks.

In this study, the questionnaire was distributed through WeChat in the form of an online
questionnaire using the WeChat mini program Sojump (its Chinese name means “questionnaire
star”’; it’s a platform that provides online questionnaire survey services). The distribution
channels include the following: 1) Through SMMG’s internal SMS with the hyperlink of the
WeChat questionnaire. We contacted the person in charge of relevant departments and asked
them to call on all employees to participate in the questionnaire survey within their units. 2)
Through the functionary in charge of relevant government agencies and the senior management
of the upstream and downstream cooperative enterprises of SMMG. We contacted them by
phone, Wechat, or other means, provided them with the hyperlink of the online questionnaire,
and asked them for help to call on the heads of core departments within their agencies or
enterprises to participate in the questionnaire survey. A total of 850 questionnaires were sent
out and 602 were collected, with a recovery rate of 70.82%.

After the questionnaires were collected, we took the following steps to eliminate invalid
questionnaires: 1) We determined whether the respondents were serious in responding to the
questionnaire according to their answers to the last question, “Are you confident about your
answers to this questionnaire?” and eliminated the questionnaires of the respondents who were

self-identified as not confident enough. 2) Questionnaires with the same option chosen for most
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items were regarded as invalid questionnaires and were removed; 3) Considering the number
and the difficulty of the items, we excluded the questionnaires with respondence time of less
than 200 seconds. Finally, 397 valid questionnaires were obtained, accounting for 46.71% of

the questionnaires sent out and 65.51% of the questionnaires returned.
5.1.2 Descriptive statistical analysis

In this study, descriptive statistics were carried out on the respondents of the 602 questionnaires
which were collected, as shown in Table 5.1. According to the results, males accounted for 39.8%
and females 60.2%. The respondents were mainly aged 35-44 (30.98%), followed by 45-54
(21.16%), over 55 (20.15%), 25-34 (19.4%), and 18-24 (8.31%). 81.11% of them held
bachelor’s degree or above, and 77.83% were living in cities or towns. Regarding years of
experience, the majority had worked for 4-6 years (30.98%) or 7-9 years (26.70%). The
respondents were mostly working at enterprises (70.03%).

Table 5.1: Descriptive statistical analysis of respondent information (N=602)

]cjlf:?aoc%;iip;};ilé:s Categories Frequency Percentage
Gender Male 158 39.80%
Female 239 60.20%
18-24 years old 33 8.31%
25-34 years old 77 19.40%
Age 35-44 years old 123 30.98%
45-54 years old 84 21.16%
55 years old or above 80 20.15%
High school/vocational secondary 16 4.03%
school or below
Education level Junior college degree 59 14.86%
Bachelor’s degree 204 51.39%
Master degree or above 118 29.72%
Permanent City or town 309 77.83%
residence Countryside 88 22.17%
Within a year 45 11.34%
Years of 1-3 years 79 19.90%
experience 4-6 years 123 30.98%
7-9 years 106 26.70%
10 years above 44 11.08%
Government agency 10 2.52%
Organizational Industrial association 23 5.79%
attribute Enterprise 278 70.03%
Other 86 21.66%

5.2 Common method bias

In this study, we controlled common method bias (CMB) from process control and

measurement control. For process control, we adopted the method of anonymous filling and
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item randomization, hoping to improve the data reliability as much as possible (Palacios-
Manzano et al., 2021). For measurement control, we first performed Harman’s Single factor
test. The results showed that the initial eigenvalues of 8 items were greater than 1, the
explanatory variance of 8 items reached 72.800%, and the overall KMO value of the
questionnaire was 0.954. The explanatory variance of the first factor was 33.222%, less than
the critical value of 50%, indicating that the endogeneity problem in this model can be ignored
(Hair et al., 2012).

In addition, we used confirmatory factor analysis (CFA) and ULCMF (an unmeasured latent
common method factor) to measure CMB. According to the results of CFA, the fitting degree
of the seven-factor model (¥?/df=2.718, CFI=0.890, TLI=0.878, RMSEA=0.047) was
significantly higher than that of the single-factor model (Ax*=8130.482, Adf =37, p<0.001). In
addition, we compared the fitting index of the seven-factor model with the ULCMF model
(Ay?/df=0.120, ACFI=0.038, ATLI=0.027, ARMSEA=0.011) and observed a slight difference.
Overall, CMB only slightly affected this research (Bagozzi & Yi, 1990; Podsakoff et al., 2003),
as shown in Table 5.2.

Table 5.2: Common method bias

Model 7 df 2Idf CFI TLI RMSEA
Single-factor 12721.184 1652 7.700 0.533 0.516 0.130
model
Seven-factor 4590.702 1689 2718 0.890 0.878 0.047
model
ULCMF 4232.142 1629 2.598 0.928 0.905 0.036

5.3 Empirical test

5.3.1 Partial least square-structural equation modelling

PLS-SEM has been widely used in the research of strategic management and innovation
management. In this study, we adopted PLS-SEM for data analysis, which is very suitable for
analyzing our measurement model. First of all, the statistical model of this study includes seven
compound variables, and PLS-SEM is very suitable for the analysis of such model. Secondly,
PLS-SEM is a suitable technique for theoretical development, including mediating and
moderating variables. Thirdly, PLS-SEM does not require specific distribution and is effective
for both large and small samples. In the process of hypothesis testing, we applied the method

based on 5000 sub-samples to ensure the stability of the results.
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5.3.2 Measurement model

We tested the model structure through reliability and validity analyses, and the results are
presented in Table 5.3. First, the factor loading of all items was greater than 0.7, confirming the
reliability of the indicators. Second, Cronbach’s o of all variables was greater than 0.8, meeting
the criteria of Cronbach’s a being greater than 0.7, and the CR (composite reliability) values
were all greater than 0.9, meeting the criteria of CR value being greater than 0.6, indicating
good reliability of the model construction (Hair & Sarstedt, 2019). Third, the AVE (average
variance extracted) was all greater than 0.5, sufficient to confirm the convergence validity of
the measurement model (A. Ali et al., 2023).

Table 5.3: Measurement model result

Index Code Factor loading  t-value (t) « CR AVE
Si2 0.853 27.266
Si3 0.857 26.961
Sy Sis 0.89 50.871 0.887 0922  0.747
Sis 0.857 32.825
So1 0.734 19.811
S22 0.734 20.539
S23 0.757 22.377
Sas 0.798 25.486
Sa6 0.779 24.106
Sz Sy, 0772 2317 0915 0929 0.594
Sog 0.701 19.093
S29 0.823 34.048
Sa10 0.831 39.223
Sa11 0.822 33.127
S 0.809 27.045
S32 0.898 60.086
S33 0.912 67.241
S3 S 0.923 754 0.941 0954 0.775
Sss 0.898 62.422
S36 0.836 30.582
S41 0.766 22.821
Sa2 0.731 20.386
Sa3 0.798 25.979
S44 0.722 17.585
S4s 0.807 30.768
S4 Sue 0.821 36.666 0934 0944 0.629
S47 0.826 36.733
Sas 0.831 35.521
S49 0.83 35.082
Sa10 0.788 24.654
Cn 0.869 31.112
Cn 0.909 37.585
C Cis 0.924 64.807 0.962 0965 0.583
Cus 0.903 45.569
Ca 0.86 29.644
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Cn 0.875 41.074
Ca 0.854 34.999
Co4 0.738 14.899
Cs3 0.851 36.766
Cas 0.845 38.809
Css 0.839 41.9
Cse 0.809 27.379
Cs7 0.83 30.243
Css 0.867 41.169
Cso 0.856 38.944
Csio 0.85 39.253
Csn 0.905 73.175
(OZ3P) 0.888 42.623
P 0.914 61.021
P2 0.95 99.78
Pis 0.937 76.285
P Pus 0936 85061 0942 0954 0.775
Pis 0.941 78.144
Pis 0.898 35.709
P2 0.943 75.398
Ps Py 0.94 50881 0.871 0.939 0.886

Finally, we tested the discriminant validity of variables, and the results are shown in Table
5.4. The discriminant validity was verified by comparing square root of AVE and correlation.
The shared variance of all model constructs was not greater than their AVE (Hair & Sarstedt,
2019). The hetero-single trait (HTMT) ratio of correlation was all lower than the threshold value

of 0.90 (Voorhees et al., 2016). Therefore, the results confirmed the model’s discriminant

validity.
Table 5.4: Discriminant validity test
Py Sz S S4 P, C S3

P: 0.88 0.536 0.465 0.694 0.892 0.879 0.533
Sz 0.508 0.759 0.674 0.761 0.512 0.605 0.496
S 0.435 0.63 0.848 0.578 0.46 0.574 0.468
Sq 0.653 0.715 0.54 0.793 0.65 0.819 0.653
P, 0.809 0.47 0.411 0.591 0.941 0.805 0.49
C 0.842 0.58 0.543 0.775 0.742 0.763 0.616
S3 0.502 0.477 0.441 0.612 0.444 0.588 0.88

HTMT is above the diagonal (in bold). The Fornell-Larcker criterion is below the diagonal (in bold):
the diagonal (in bold) represents the square root of AVE, and below the diagonal shows the
correlations between variables.

5.3.3 Structural model

The endogeneity problem was tested by variance inflation factor (VIF) and Harman’s single
factor method. VIF greater than 5 indicates that the results may have collinearity problems (Hair
et al., 2012). The results showed that the VIF values of the variables in this study were all less
than 3. In this study, R? values and f*> values of endogenous structures were measured (Rigdon,

2012). As in-sample predictive abilities, R? values of 0.75, 0.50, and 0.25 can be considered
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substantial, moderate, and weak (Henseler et al., 2016), and the effect sizes of f> values greater
than 0.02, 0.15, and 0.35 can be considered small, medium, and large, respectively (Cohen,
1988).

The results showed that R?p1=0.709, R?p,=0.551, and R*c=0.637, indicating that the model
has high explanatory power (Shmueli & Koppius, 2011). At the same time, as an index that
combines out-of-sample prediction and in-sample interpretation abilities, the value of Q?
generated by the blindfolded result with the missing distance of 7 was much higher than 0
(Q%r1=0.421, Q%p2=0.343, Q*c=0.608), indicating that the prediction accuracy of the constructed
structural model is high (Hair et al., 2012).

5.4 Hypothesis testing result

We used Smart PLS3.0 for data analysis of the empirical tests, and the results are shown in
Table 5.5. The path coefficient of S; to C was 0.165, and the t value was 2.939, indicating that
S:1 had a positive effect on C, supporting Hii. The effect of S» on C was not significant (B=-
0.041, t=0.533), and thus Hi> is not supported. S3 positively affected C (p=0.155, t=2.726, p<
0.01), supporting His. The path coefficient of S4 to C was 0.62, and the t value was 8.966,
indicating that S4 had a positive effect on C, and thus Hi4 is supported. C positively affected P,
(B=0.842, t=31.082, p<0.001) and P> (=0.742, t=18.716, p<0.001), supporting H>1 and Ha».
The method of Bootstrap 5000 sub-samples was used to test the mediating effect of C. The
results showed that C had a significant mediating effect in the relationship of Si ($=0.139,
t=2.928, p<0.01), S3 (B=0.13, t=2.714, p<0.01), and S4 (p=0.522, t=8.492, p<0.001) with Py,
indicating that H31, H33, and H34 are supported. However, the mediating effect of C between S»
and P; was not significant (=-0.035, t=0.531), indicating that H3> is not supported. Meanwhile,
C had a significant mediating effect in the relationship of S; (f=0.123, t=2.902, p<0.01), S3
(B=0.115, t=2.705, p<0.01), and S4 (B=0.46, t=7.941, p<0.001) with P>, supporting Hai, Ha3,
and H44. However, the mediating effect of C between S> and P> was not significant (f=-0.031,
t=0.53), indicating that Ha> is not supported.
Table 5.5: Structural model and hypothesis test

path (B) t-value (t) 2 95CI VIE H gfﬁg?“ed
Direct effects
S1—C 0.165 2939** 0043 [0.060,0.278] 1743 Hyu YES
SoC 0041 0533 0.002 [-0.191,0.109] 2470 Hi NO
SsC 0.155  2.726**  0.040 [0.043,0.267] 1645 Hiz YES
S4—C 0.62  8966*** 0414 [0.486,0.753] 2563 Hu YES
C—>P, 0.842  31.082*** 2435 [0.785 0.891] 1.000 Hx YES
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C—P, 0.742 18.716*** 1.225 [0.660,0.814] 1.000 Hx» YES
Indirect

effects

S;—C—P; 0.139 2.928** [0.050, 0.236] Hai  YES
S;—C—DP; -0.035 0.531 [-0.160, 0.093] H» NO
S3—C—DP; 0.13 2.714** [0.037, 0.224] Hss  YES
S4—C—P; 0.522 8.492*** [0.406, 0.644] Hss  YES
S;—C—P; 0.123 2.902** [0.045, 0.209] Hs1  YES
S;—C—P; -0.031 053 [-0.140, 0.083] Hse NO
S;—C—P; 0.115 2.705** [0.032, 0.199] Hsis  YES
S4—C—P; 0.46 7.941*** [0.352, 0.579] Hia  YES

5.5 Discussion of empirical results

As societal expectations regarding corporate social responsibility (CSR) continue to increase,
enterprises are no longer regarded solely as profit-seeking entities but are being called upon to
assume greater responsibility for social and environmental aspects (Wasiuzzaman et al., 2022).
Nevertheless, in the face of competition and market dynamics, companies must pursue constant
business innovation to maintain a competitive edge. Simultaneously, CSR activities often
necessitate additional resource investment, potentially impacting the enterprise’s profitability
and efficiency (S. Y. Chen & Ji, 2022). Hence, it is crucial for enterprises to strike a balance
between social responsibility and business innovation in order to meet societal expectations
while concurrently upholding business competitiveness and achieving sustainable growth (X.
Y. Zhao et al., 2022).

Investigating the trade-off between CSR response and business innovation is of practical
urgency. Firstly, escalating environmental uncertainty necessitates that enterprises reconcile
CSR and innovation to alleviate environmental constraints (Child, 1997). Presently, the world
confronts increasingly intricate and uncertain environmental challenges, encompassing policy
alterations, technological advancements, market competition, and resource scarcity (H. Park et
al., 2019). The uncertainty stemming from these environmental factors intensifies the
complexity associated with balancing CSR response and business innovation. Consequently,
enterprises must confront diverse and dynamically evolving environmental requirements and
develop strategies accordingly to adapt to changes while simultaneously upholding social
responsibility and innovation capabilities (Teece, 2018).

Secondly, enterprises must strike a balance between CSR and innovation to achieve
sustainable growth. With mounting societal and stakeholder concerns regarding sustainable
development, enterprises recognize the significance of integrating social responsibility into

their operations. It is acknowledged that prioritizing short-term profits while disregarding social
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and environmental issues is unsustainable in the long run, compelling enterprises to embed
social responsibility into their business innovations to realize sustainable business and social
value (S. Y. Chen & Ji, 2022).

Furthermore, stakeholders, including consumers, investors, and employees, have
heightened their expectations regarding socially responsible corporate behavior (Koh et al.,
2023). Consumers display increasing concerns regarding enterprises’ ethical and social
performance, while investors focus on the sustainability strategies implemented by these
enterprises (Huang et al., 2022). Employees, too, demonstrate greater concerns about the values
and social impact of the organizations they work for. In light of this context, enterprises must
effectively manage stakeholder expectations while balancing CSR response and business
innovation to cultivate enduring and trustworthy stakeholder relationships.

While the trade-off between CSR response and business innovation is a critical and intricate
topic, it is important to note that this subject has not yet received extensive attention and in-
depth research within the academic realm (X. Y. Zhao et al., 2022). Current research has
predominantly concentrated on the individual realms of CSR and business innovation, with
relatively limited investigation into their trade-offs (S. Y. Chen & Ji, 2022; Randrianasolo &
Semenov, 2022). Sufficient theoretical frameworks and empirical studies elucidating the
mechanisms underlying the trade-off between CSR and business innovation in the face of
environmental uncertainty and the impact of this trade-off on economic and social performance
remain lacking.

Therefore, we posit that the trade-off between CSR and business innovation entails
enterprises rationally allocating their limited resources between socially responsible activities
and business innovation to achieve the most optimal allocation for sustainable corporate
development (Randrianasolo & Semenov, 2022). Consequently, this study endeavors to conduct
an empirical investigation to unravel the theoretical connotations, drivers, and mechanisms
underlying the trade-off between CSR response and business innovation from the vantage point
of environmental dynamics.

This study relied on more than 600 questionnaires (including 397 valid) and used the PLS-
SEM method (Hair & Sarstedt, 2019) to explore the relationship between environmental
dynamism, the trade-off between CSR response and business innovation, and enterprise
performance. The results showed that policy impact (S1), technological impact (S3), and
resource impact (S4) had significant effects on enterprise trade-off (C). First of all, enterprises
usually have to comply with policy regulations and regulatory requirements, and the impact of

policy environment changes on enterprises (S1) will affect enterprises’ decisions and actions on
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CSR and business innovation. In an uncertain policy environment, social enterprises may pay
more attention to social corporate responsibility response that meet policy requirements, driving
them to seek new business opportunities to cope with policy risks and thus promoting business
innovation (Bhattacharya et al., 2017; Su et al., 2022).

Secondly, in an uncertain technological environment, enterprises may pay more attention
to business innovation to meet social needs and market competition requirements (Banerjee &
Chatterjee, 2010; Sainio et al., 2012). However, excessive technological innovation may also
lead to a weakening of CSR response. On the contrary, the stability and maturity of the
technological environment can provide a more stable innovation environment for enterprises,
driving business innovation and CSR response.

Thirdly, enterprises’ resource acquisition and allocation are important factors affecting their
business innovation and CSR response. In the case of uncertain resource environment,
enterprises may pay more attention to the efficiency and economy of resource utilization to
ensure sufficient funds and material for business innovation (Z. Zhang et al., 2021). However,
it may also lead to less investment in CSR response, as competition and lack of resources may
limit enterprises’ investment in CSR response (Skandera et al., 2022).

In contrast, the impact of the market environment on enterprise trade-off is not significant,
possibly because enterprises’ social mission and business objectives are inextricably linked. In
an uncertain market environment, enterprises may develop new market opportunities to achieve
win-win results for their social mission and business objectives, thus promoting the synergistic
development of CSR response and business innovation. Therefore, market uncertainty may not
affect the trade-off between CSR response and business innovation.

The trade-off between CSR response and business innovation positively affects enterprises’
economic performance and CSR performance. CSR and business innovation are two key factors
for enterprises to achieve sustainable development. On the one hand, CSR implementation and
business innovation can have a positive impact on economic performance. By implementing
CSR, enterprises can increase the trust and recognition from consumers and stakeholders,
thereby increasing market share and profitability (Carroll, 1991). At the same time, the
implementation of CSR can also reduce enterprises’ environmental and social risks, thus
reducing their economic losses. Through business innovation, enterprises can continuously
meet the market demand, increase the added value of products and services, and improve their
competitiveness and profitability (Denlertchaikul et al., 2022).

On the other hand, through the implementation of CSR, enterprises can improve the trust

and recognition from consumers and stakeholders, thus increasing the CSR performance. In
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addition, the implementation of CSR can also reduce enterprises’ environmental and social risks
of, thereby improving the CSR performance. Similarly, through business innovation,
enterprises can introduce more environmentally friendly and socially responsible products and
services, further improving their CSR performance (Uyar et al., 2020).

In addition, the results of the mediating effect test showed that the enterprise trade-off
between CSR response and business innovation had a significant mediating effect between three
of the four dimensions of environmental impact (policy impact, technological impact, and
resource impact) and economic performance, while the mediating effect between market impact
and economic performance was not significant. The enterprise trade-off had a significant
mediating effect between three of the four dimensions of environmental impact (policy impact,
technological impact, and resource impact) and CSR performance but had no significant
mediating effect between market impact and CSR performance.

This research helps enterprises and managers better understand how to balance social
responsibility and business innovation in practice to achieve sustainable development and long-
term competitive advantage. It presents the following innovative highlights:

First, this study creatively proposed the concept of trade-off between CSR response and
business innovation, regarding CSR and business innovation as a dynamic and balanced
relationship with mutual correlation and influence. It raised the question of how to actively
fulfill social responsibility to achieve long-term sustainable development while pursuing
business interests, providing a new perspective for relevant research on CSR and business
innovation (Randrianasolo & Semenov, 2022; X. Y. Zhao et al., 2022).

Secondly, this study delves into the driving factors of the trade-off between CSR response
and business innovation, that is, how environmental uncertainty drives the balance between
CSR response and business innovation, or how environmental changes affect the balance
between CSR response and business innovation under the conditions of environmental
uncertainty. This study divides the impact of environmental uncertainty (or environmental
changes) into four dimensions, namely, policy dimension, technological dimension, market
dimension, and resource dimension, and provides a comprehensive analysis of the factors
driving the trade-off between CSR response and business innovation (Skandera et al., 2022). It
provides valuable insights into how environmental uncertainty (or environmental changes)
affects the mechanisms of strategic decision-making and provides references for how
enterprises can overcome environmental constraints to achieve a balance between CSR and
business innovation (Cao et al., 2022; Kyaw, 2022).

Finally, this study highlights the impact of the trade-oft between CSR response and business
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innovation on enterprises’ economic performance and CSR performance. The trade-off between
CSR response and business innovation helps enterprises strike a balance when facing the
increasing pressure of social responsibility and competitive challenges, thus realizing the
synergistic integration of sustainability, business growth, and social benefits (A. Ali et al., 2023).
On the one hand, balancing the relationship between CSR and business innovation helps
enterprises optimize resource allocation, thus achieving sustainable resource utilization and
economic benefits.

On the other hand, it helps enterprises identify opportunities for innovation, such as
developing environmentally friendly products and adopting sustainable production methods,
while meeting social expectations, thus simultaneously attaining the dual objectives of business
growth and social value (Hao et al., 2022). Ultimately, it establishes the enterprise as a
responsible organization in the eyes of society and stakeholders, enhancing trust and loyalty
among consumers, investors, and employees. By examining the performance outcomes
resulting from such trade-off, this study underscores the significance of CSR response and

business innovation in achieving sustainable development (Siyahhan, 2023).
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Chapter 6: Conclusion and Discussion

6.1 Research conclusion

The trade-off between corporate social responsibility (CSR) response and business innovation
highlights the decisions and choices that enterprises face in the innovation process that conflict
with or interact with social responsibility (X. Y. Zhao et al., 2022). On the one hand, some
scholars believe that the mutual promotion and penetration between social responsibility and
enterprise innovation can bring enterprises greater development space and competitive
advantage (S. Borghesi et al., 2015; Padgett & Galan, 2010). On the other hand, business
innovation and CSR compete for limited resources, and therefore, other scholars consider the
relationship negative (Bimir, 2017; Hull & Rothenberg, 2008).

We believe that in the context of large-scale emergencies (LSEs), state-owned enterprises
(SOEs) will balance the relationship between CSR behaviors and business innovation,
allocating limited resources reasonably between social responsibility activities and business
innovation to seek the best resource allocation and achieve sustainable development. This
“trade-off** behavior emphasizes balancing and integrating the needs and expectations of social
responsibility fulfillment while pursuing business innovation (Ji & Miao, 2020). we find that
corporate trade-off means that LSEs do cause rapid and significant changes in the environment
of enterprises, and these changes lead to multiple dimensions of trade-offs and adjustments
between SOEs' social responsibility behavior and business innovation, such as strategic
adjustment, incentive mechanism adjustment and decision-making process adjustment, in order
to achieve the goal of sustainable development. So far, we have successfully answered the first
research question.

However, the existing research on the trade-off between CSR response and business
innovation is still relatively lacking, although it plays an important role in strategic decision-
making, core competitiveness, stakeholder relationship management, and risk management
(Skandera et al., 2022; Zou et al., 2019). The results of this study may help enterprises gain a
competitive edge in innovation and social responsibility fulfillment and achieve long-term
sustainable success in the market.

Through in-depth interviews, we classified environmental uncertainty into four dimensions.
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Based on the strategic choice theory and RBV theory, using 602 questionnaire samples
(including 397 valid ones) collected in the formal questionnaire survey and the PLS-SEM
method, this study explored the following in response to the rest research questions: 1) the
driving factors of the trade-off between CSR response and business innovation from the
perspective of the impact of environmental changes caused by LSEs on SOEs; 2) the impact
mechanism of the trade-off between CSR response and business innovation on enterprise
performance; 3) the mediating role of the trade-off between CSR response and business
innovation in the relationship of environmental uncertainty with enterprise performance. The
results show that from the perspective of policy environment, market environment, technology
environment, and resource environment, the environmental changes caused by LSEs have
different impact mechanisms on the trade-off (between CSR response and business innovation)
and enterprise performance.

Firstly, our findings demonstrate that policy, technological, and resource environment
uncertainty significantly influence the trade-off between CSR response and business innovation
within organizations. However, it is important to note that market environment uncertainty does
not exhibit a similar effect on this trade-off.

From the policy environment perspective, environmental changes have a significant impact
on the trade-off between CSR response and business innovation because regulations and policy
requirements in the policy environment may have compliance requirements for SOEs’ CSR
actions and business innovation. SOEs need to pay attention to the requirements of relevant
regulations to ensure that their CSR behaviors and innovation projects comply with the
provisions of laws and regulations. The policy environment can provide clear guidance and
requirements for enterprises to help them determine the appropriate trade-off direction.
Governments may encourage CSR and innovation through tax incentives, subsidies, or
incentives (Y. Zhang et al., 2022).

Secondly, from the market environment perspective, environmental changes do not
facilitate the trade-off between CSR activities and business innovation, perhaps because an
enterprise’s social mission and business goals are inextricably linked. In an uncertain market
environment, social enterprises are likely to achieve a win-win for their social mission and
business objectives by developing new market opportunities (J. Peng et al., 2021), thus
facilitating the synergistic development of CSR response and business innovation. Therefore,
changes in the market environment may not have a clear impact on the trade-off between CSR
response and business innovation, and the mechanism of this impact needs to be explored more

deeply.
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Thirdly, environmental changes in the technological domain significantly impact the trade-
off between CSR response and business innovation. Firstly, new technology introductions bring
uncertainties like high costs and market acceptance (Krishnamurti et al., 2021). Enterprises
must manage risks and allocate resources wisely, balancing innovation and CSR (Berens et al.,
2007). Secondly, an uncertain technological environment demands enterprises’ flexibility to
adapt to changing trends and market demands in order to maintain a competitive edge and fulfill
social responsibility (X. Y. Zhao et al., 2022). Thirdly, collaborating with technological partners
allows enterprises to share risks and resources and jointly address technical challenges, thus
promoting innovation and effective CSR (Randrianasolo & Semenov, 2022).

Resource environment uncertainty significantly influences the trade-off between CSR
response and business innovation. It leads to resource supply instability, prompting enterprises
to carefully manage resources to balance CSR and business innovation (Wasiuzzaman et al.,
2022). Moreover, uncertain resource supply exposes enterprises to risks like increased costs and
supply chain disruptions (Geenen, 2018). Enterprises must make effective risk management and
adaptation while maintaining CSR and innovation focus. Additionally, resource uncertainty
fosters closer partnerships to share risks and improve supply chain reliability. Collaborative
efforts enable enterprises to manage resource uncertainty and achieve a balance between CSR
and business innovation.

Secondly, the empirical findings of this study underscore the effectiveness of the trade-off
between CSR response and business innovation in enhancing both the economic performance
and CSR performance of enterprises. This simultaneous pursuit engenders synergies that
contribute to overall organizational improvement (Zasuwa, 2017). Notably, innovative CSR
initiatives wield a positive influence on brand reputation and consumer perception, engendering
heightened customer loyalty and increased sales, thereby yielding tangible benefits to financial
performance. Moreover, the strategic integration of CSR practices into enterprises’ business
strategies serves to mitigate risks associated with environmental, social, and governance issues.
Such proactive risk management further bolsters financial performance while exemplifying a
steadfast commitment to societal well-being (Uyar et al., 2020).

Thirdly, the results of this study highlight the substantial significance of the trade-off
between CSR response and business innovation, particularly concerning the mediating effects
of policy environment uncertainty, technological environment uncertainty, and resource
environment uncertainty on enterprise performance (economic performance and CSR
performance).

The policy environment may have a positive impact on CSR behaviors and business
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innovation through incentive mechanisms. By understanding the incentives in the policy
environment, enterprises may better strategize to balance and integrate the goals of CSR and
innovation (Cao et al., 2022; W. Zhou et al., 2022). The technological environment uncertainty
can prompt enterprises to explore new ways and opportunities in the trade-off, so as to achieve
the dual goals of business growth and social responsibility. The resource environment
uncertainty may also motivate enterprises to explore new innovative and alternative resources
in CSR response and business innovation. When existing resources face uncertainty and supply
problems, enterprises can find alternative resources or develop new ways of resource
management and utilization to achieve sustainable use of resources and CSR goals (Fordham
& Robinson, 2018).

However, it is important to highlight that the mediating relationship between market
environment uncertainty and enterprise performance does not demonstrate uniform significance.
Under LSEs, enterprise trade-off (C) acts as an intermediary variable on enterprise performance
(P) and has a significant mediating effect on three of the four dimensions of environmental
uncertainty (S) (S1, S3, and S4) and enterprise performance (P). However, it does not have a
significant mediating effect on the market dimension (S2). The variations in market
environments across industries and regions contribute to diverse levels of uncertainty. As a
consequence, the absence of a significant mediating relationship could be attributed to the
idiosyncratic market dynamics that impact enterprises distinctively. Hereto, the remaining three

research questions have been answered.

6.2 Theoretical contribution

From the perspective of environmental uncertainty, this study explored the driving factors of
the trade-off between CSR response and business innovation caused by changes in policy
environment, market environment, technological environment, and resource environment under
the background of LSEs, and analyzed the impact of the trade-off between CSR response and
business innovation on enterprise performance. The theoretical contributions of this study
generally fall into the following three aspects:

First of all, this study innovatively proposed the concept and connotation of trade-off
between CSR response and business innovation, providing new research angles and areas for
academia and practitioners. In academia, CSR and business innovation are often regarded as
separate fields (Berens et al., 2007; X. Y. Zhao et al., 2022). This study linked the two separate

areas by proposing the concept of trade-off between CSR response and business innovation and
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explored their relationship and interaction. It provides the academic community with a new area
of research and a deeper understanding of the mechanisms and effects of such trade-off by
building corresponding models and theoretical frameworks.

Secondly, from the perspective of strategic choice, this study revealed the impact of
environmental changes caused by LSEs on the trade-off between CSR response and business
innovation. It found that the uncertainty of policy environment, technological environment, and
resource environment significantly affected the trade-off between CSR response and business
innovation. In other words, when the environmental uncertainty increases, the difficulty faced
by enterprises in implementing CSR response and business innovation will also increase
(Dahms et al., 2022). This finding may help enterprises better understand the impact of
uncertain environment on corporate behavior and provide guidance for enterprises to formulate
reasonable CSR and innovation strategies (Child, 1972, 1997).

Thirdly, from the strategic decision-making perspective of CSR and business innovation,
this study explored the influencing mechanism between the impact of uncertain environment,
the CSR response and business innovation trade-off, and enterprise performance. It examined
the impact of the changes in the policy environment, market environment, technological
environment, and resource environment on SOEs in the context of LSEs, and the mediating role
of enterprises’ trade-off between CSR and business innovation in the relationship of
environmental impact with enterprise performance (including economic performance and CSR
performance). The findings may help SOEs better understand the influencing mechanism of
CSR response and business innovation on enterprise performance and provide guidance for
enterprises to formulate appropriate strategies and policies.

Fourthly, this study developed the SCP paradigm. In the classic SCP model, the “S” refers
to market structure, and the “C” refers to generalized corporate behavior. This study first
replaced “S” with “Surroundings” (environment), extending the market structure, a concrete
“environment”, to a broader “environment”. The generalized “C” was replaced with a more
specific corporate behavior: the “trade-off” between business innovation and CSR response.
However, the “P” was not changed and still refers to the enterprise performance. This theoretical
development and innovation provided a broader vision for the application and research of the
SCP paradigm in academic circles in the future.

Fifthly, this study innovatively put forward the concept and connotation of “quasi-internal
resource”, blurring the boundary between internal resources and the external environment
(David, 1998; Griftin, 2019), which not only provided a new perspective and new research field

for the academic circle and practitioners to study the resource endowment of SOEs but also
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provided reverse ideas for the study of the resource endowment of non-SOEs.

Finally, it deepened the research of the strategic choice theory and RBV theory:

1) The strategic choice theory emphasizes that enterprises should choose strategies based
on the matching of environmental factors and internal resources, and maintain competitive
advantages through innovation. This study further deepened the application of the strategic
choice theory in uncertain environments by exploring the impact of environment changes in
policy, market, technology, and resource aspects triggered by LSEs on the trade-off between
CSR response and business innovation.

2) The RBV theory holds that an enterprise’s resources are the key to determining whether
it can gain competitive advantages. This study has found that in different environments,
enterprises must adjust their investment in CSR and business innovation to achieve the goal of
sustainable development with limited resources. This conclusion highlights that enterprises
should make strategic choices considering resource scarcity and environmental uncertainty,
give full play to existing resource advantages, and achieve a virtuous cycle of CSR and business

innovation through continuous innovation.

6.3 Practical implications

Making a sound CSR and innovation strategy is critical in a dynamic environment. Enterprises
need to pay attention to all kinds of changes, including changes in the policy environment,
customer needs, and market, and actively respond to them. At the same time, enterprises also
need to continue to carry out technological innovation and exploit new markets to maintain a
competitive advantage. This study has the following implications for SOEs’ business innovation

and CSR management.
6.3.1 Develop CSR and innovation strategies in a dynamic environment

Firstly, all enterprises face a dynamic and uncertain environment and need to develop
reasonable CSR and innovation strategies to meet these challenges. Indeed, it is crucial for
enterprises to pay attention to social changes and trends in order to stay competitive and meet
evolving customer demands. One prominent example is the rise of electric vehicles (EVs),
which has prompted many automakers to adapt their product lines to offer more
environmentally friendly solutions. As an enterprise primarily focused on electric vehicles,
BYD has recognized the importance of environmental protection and sustainability in its CSR

strategy. This strategic alignment is reflected in BYD’s corporate vision, highlighting

114



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

technological innovation, low-carbon environmental protection, and serving society.

To support its CSR strategy, BYD has made continuous investments in technological
innovation. This commitment enables it to develop and improve electric vehicle technologies,
enhancing their efficiency, reliability, and accessibility. By investing in R&D activities, BYD
aims to drive the adoption and development of electric vehicles, thereby contributing to the
transition towards a more sustainable mobility sector. Furthermore, BYD actively collaborates
with other enterprises and institutions to further advance EV technology and promote its
widespread adoption.

Through partnerships, joint ventures, and collaborative research efforts, BYD leverages
collective expertise and resources to accelerate the development and market penetration of
electric vehicles. By aligning its CSR strategy with the societal shift towards environmental
consciousness and sustainable mobility, BYD demonstrates a commitment to both business
success and social responsibility. Through its focus on technological innovation, environmental
protection, and serving society, BYD positions itself as a leading player in the electric vehicle
industry, contributing to a greener and more sustainable future.

Secondly, enterprises must pay attention to changes in the policy environment, particularly
those related to climate change and sustainability. These policy changes often lead to increased
scrutiny of an enterprise’s carbon footprint and environmental impact. Wuliangye Group is an
example that actively responds to policy changes and adapts its CSR strategy accordingly.
Recognizing the importance of reducing environmental impact, Wuliangye Group has gradually
shifted its focus to addressing wastes and carbon emissions.

To achieve this, Wuliangye Group has made significant investments in ecological projects.
For instance, the establishment of an ecological wetland within its industrial park and the
implementation of an industrial wastewater purification project are measures they have taken
to continuously reduce wastes and carbon emissions. These initiatives align with the
enterprise’s commitment to environmental sustainability. Moreover, Wuliangye Group has
implemented various measures throughout its production and logistics processes to reduce its
carbon footprint and enhance sustainability, including initiatives such as energy-efficient
technologies, waste management practices, and optimizing transportation and distribution
systems to minimize environmental impact.

By actively embracing these measures and integrating them into its operations, Wuliangye
Group showcases its dedication to environmental responsibility and demonstrates its
commitment to aligning with evolving policy requirements. This enterprise’s efforts to reduce

wastes and carbon emissions, along with its focus on ecological projects and sustainable
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practices, contribute to its overall sustainability goals and reinforce its position as a socially
responsible organization.

Finally, enterprises must pay attention to customer needs and market changes to remain
competitive and meet evolving demands. As consumers’ concerns for health and environmental
protection continue to grow, many enterprises have shifted their focus towards sustainability
and the health attributes of their products. Coca-Cola is a notable example that has responded
to market demands by incorporating environmental protection and health considerations into
its CSR strategy. Water management and sustainability have become key priorities of Coca-
Cola’s CSR efforts. To address water-related challenges, Coca-Cola has implemented various
measures to reduce water usage and improve the sustainability of water resources. These
initiatives aim to minimize the enterprise’s impact on local water sources and ensure responsible
water stewardship throughout its operations.

In addition to environmental considerations, Coca-Cola has also responded to consumers’
demand for healthier products. It has launched a range of health-focused drinks, such as diet
Coke, to provide consumers with healthier options and address their concerns for health and
well-being. These products cater to changing consumer preferences and align with market
trends toward healthier beverage choices. By integrating water management and sustainability
practices and introducing health-focused products, Coca-Cola demonstrates its commitment to
meeting customer needs and adapting to market changes. This strategic response allows the
enterprise to maintain relevance, drive growth, and align its business operations with consumers’
evolving expectations. Overall, paying attention to customer needs and market changes enables
enterprises to stay competitive, foster customer loyalty, and contribute to long-term

sustainability and success.
6.3.2 Trade-off between CSR and business innovation in a context with limited resources

With limited resources, enterprises need to find a balance between CSR and business innovation
and formulate reasonable strategies and implementation plans to achieve sustainable
development. By focusing on innovation, efficiency, and stakeholder engagement, enterprises
can achieve synergies between CSR activities and business innovation to obtain better
economic, social, and environmental benefits, thus driving sustainable development.

Firstly, setting clear CSR goals and aligning them with business tactics is crucial for
enterprises. CSR should be integrated as a fundamental part of the business strategy rather than
seen as an additional burden. By aligning CSR goals with business tactics, enterprises can

ensure efficient resource allocation, enhance their reputation in society and the marketplace,
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and drive positive impact. As a sustainable feed and food company, Wanda Group provides an
excellent example of how aligning CSR goals with business tactics can drive innovation and
enhance sustainability. By committing to providing healthy and sustainable feed and food,
Wanda Group has embedded CSR principles into its core business operations.

Through innovative technologies and partnerships, Wanda Group strives to achieve its CSR
goals while driving business innovation. By adopting sustainable practices and utilizing
innovative technologies, such as advanced farming techniques, environmentally friendly
production processes, and responsible sourcing, Wanda Group can deliver on its commitment
to providing healthy and sustainable feed and food products. The alignment of CSR goals with
business tactics allows Wanda Group to leverage its core competencies and expertise to drive
positive social and environmental impacts. This strategic approach enhances the enterprise’s
sustainability and fosters its long-term competitiveness and resilience in the marketplace.

Furthermore, by integrating CSR into its business strategy, Wanda Group can enhance its
reputation among stakeholders, including customers, investors, and the wider community. This
alignment demonstrates the enterprise’s commitment to responsible and sustainable business
practices, which can positively influence brand perception and strengthen stakeholders’ trust.
Overall, to effectively integrate CSR into an enterprise’s core operations, it is essential to set
clear CSR goals and align them with business tactics. It enables enterprises to drive innovation,
enhance sustainability, and contribute to the well-being of society while creating long-term
value for their stakeholders.

Secondly, considering sustainability factors in enterprises’ decision-making is crucial for
achieving long-term success and positively contributing to the environment and society. By
incorporating sustainability into business decisions, enterprises can reduce their environmental
impact, enhance customer trust, and improve their overall performance. CATL (Contemporary
Amperex Technology Co., Ltd.), a power battery manufacturer, exemplifies the practice of
considering sustainability in its business operations. It has taken proactive measures to prioritize
sustainability throughout its value chain, such as utilizing environmentally friendly materials in
its battery production, actively recycling used power batteries, and extending battery life, thus
achieving its sustainability goals.

By using environmentally friendly materials in battery production, CATL has reduced the
ecological footprint associated with its products. Actively recycling used power batteries helps
minimize waste and increases resource efficiency. Furthermore, extending battery life
contributes to a more sustainable product life-cycle and reduces the need for frequent

replacements. CATL’s commitment to sustainability not only contributes to environmental
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preservation but also enhances trust and loyalty among purchasers. Customers increasingly
value sustainability and are more likely to support enterprises that align with their values and
prioritize responsible practices. By considering sustainability factors in decision-making, CATL
demonstrates its commitment to addressing environmental concerns and meeting customer
expectations.

The publicly disclosed annual report of CATL for 2022 further demonstrates this
enterprise’s dedication to sustainability. The report highlights its diversified business segments,
including power battery systems, energy storage battery systems, battery materials and
recycling, and battery mineral resources. Its total revenue in 2022 was 328.594 billion yuan, of
which the operating income of battery materials and recycling was 26.03 billion yuan,
accounting for 7.92%. Having battery materials and recycling being a significant part of CATL’s
operating income highlights the enterprise’s commitment to sustainable practices and resource
circularity. By considering sustainability in corporate decision-making, enterprises like CATL
not only contribute to environmental protection but also enhance their reputation, customer
loyalty, and long-term business performance. Such practices showcase the integration of
sustainability as a core principle and pave the way for a more sustainable future.

Thirdly, fostering a culture of innovation is essential for enterprises’ sustainable
development of. By encouraging employees to generate new ideas, explore innovative solutions,
and continuously improve processes, enterprises can drive growth, adapt to changing
environments, and remain competitive. As a manufacturer of communication equipment and
intelligent terminal devices, Huawei exemplifies the importance of fostering an innovative
culture. The company emphasizes leveraging innovative technologies and partnerships to
develop and manufacture products that promote sustainability.

One example of Huawei’s innovation efforts is its product design approach. Huawei strives
to develop universal interfaces, reduce redundant components, and simplify product packaging.
These practices contribute to resource efficiency, waste reduction, and a lower environmental
footprint. Furthermore, Huawei recognizes the significance of employee innovation and
actively establishes mechanisms to incentivize and support innovative thinking. By establishing
innovation incentive mechanisms, the company encourages employees to contribute their
creative ideas and rewards their efforts. This fosters a culture where employees feel empowered
and motivated to innovate.

The culture of innovation within Huawei provides a strong foundation for its continuous
growth and sustainable development. By embracing new technologies, collaborating with

partners, and nurturing a supportive environment for innovation, Huawei remains at the
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forefront of the industry, driving advancements and addressing evolving market demands. By
fostering a culture of innovation, enterprises can unlock the potential of their employees, foster
creativity, and adapt to changing circumstances. This culture supports the development of
sustainable practices, fuels business growth, and contributes to long-term success. It also
positions enterprises to tackle complex challenges and seize opportunities in an ever-evolving
business landscape.

Finally, seeking cooperation and support from stakeholders is essential for enterprises’
sustainable development. Collaborating with stakeholders, including customers, suppliers,
employees, communities, and governments, can significantly enhance an enterprise’s impact on
society and the marketplace. By building partnerships and engaging stakeholders, enterprises
can address sustainability issues more effectively and drive positive changes. IKEA, as a home
retailer, exemplifies the importance of stakeholder cooperation in promoting sustainability. The
company is committed to improving the sustainability and quality of its products by working
closely with suppliers and communities. One way IKEA fosters sustainability is through
collaboration with suppliers.

By working together, IKEA and its suppliers can ensure the use of sustainable raw materials
and production methods throughout the supply chain. This collaboration helps reduce
environmental impact, enhance resource efficiency, and promote responsible sourcing practices.
Furthermore, IKEA recognizes the significance of engaging with communities. By partnering
with local communities, IKEA can better understand their needs and involve them in sustainable
initiatives.

This involvement includes initiatives such as supporting local employment, promoting eco-
friendly practices, and contributing to community development. By working together with
communities, IKEA not only strengthens its social impact but also builds trust and enhances its
reputation. Engaging stakeholders, including customers, is another crucial aspect of IKEA’s
sustainability efforts. By listening to customers’ feedback, IKEA can better understand their
expectations and preferences. The insights enables the company to develop sustainable products
and services that meet customer needs while reducing environmental impact.

In addition, collaborating with governments allows IKEA to align its sustainability
initiatives with regulatory frameworks and policy goals. By actively participating in discussions
and partnerships with governments, IKEA can contribute to the development of sustainable
policies and practices on a broader scale. By seeking cooperation and support from stakeholders,
enterprises like IKEA can leverage collective knowledge, resources, and expertise to drive

sustainable practices and make a positive impact. Through these partnerships, they can enhance
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their social relevance, strengthen their competitive position, and contribute to the long-term

well-being of society and the environment.

6.3.3 Focus on stakeholder relationship management of CSR and business innovation

management

Enterprises should focus on stakeholder relationship management to achieve sustainable
development of CSR and business innovation. Stakeholders include employees, customers,
suppliers, investors, government agencies, and community residents, who have a direct or
indirect impact on the operation and development of the enterprise. By effectively managing
stakeholder relationships, enterprises can build a solid foundation for cooperation and drive
sustainable development. In implementing CSR and business innovation, enterprises should
also pay attention to the engagement and feedback of stakeholders.

First of all, conducting a comprehensive stakeholder identification is a crucial step for
enterprises to effectively address their CSR and drive business innovation. Identifying key
stakeholders allows enterprises to understand the diverse interests, expectations, and concerns
of different groups that have an impact on their operations. Stakeholders can include
shareholders, employees, customers, suppliers, communities, and governments, among others.
Each stakeholder group has specific perspectives and requirements that enterprises should be
taken into account when formulating CSR strategies and promoting business innovation.

Active engagement and dialogue with stakeholders are essential for building strong
relationships and fostering collaboration. By proactively seeking input from stakeholders,
enterprises can gain valuable insights into their expectations, concerns, and priorities. This
engagement helps enterprises understand stakeholder needs so as to incorporate them into their
decision-making. Furthermore, involving stakeholders in the decision-making process can
create a sense of ownership and inclusivity. It demonstrates that the enterprise values their input
and respects their interests. This collaborative approach allows stakeholders to contribute their
expertise and perspectives, resulting in more informed and balanced decisions.

By engaging stakeholders, enterprises can align their CSR initiatives and business
innovation efforts with the interests and expectations of key stakeholders. This alignment
fosters trust, enhances reputation, and strengthens stakeholder relationships, creating a mutually
beneficial environment for all parties involved. It is important to note that stakeholder
engagement should be an ongoing and iterative process. As business and societal contexts
evolve, stakeholders’ expectations may change. Enterprises should maintain open

communication channels, regularly update their stakeholder assessments, and adapt their
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strategies accordingly. By conducting comprehensive stakeholder identification and actively
engaging stakeholders, enterprises can enhance their CSR practices, drive business innovation,
and create shared value for all stakeholders.

Secondly, transparent communication with stakeholders is vital for enterprises to build trust,
foster good relationships, and enhance stakeholder engagement and support. Transparent
communication encompasses several key elements, including timely and legally compliant
disclosure of information, openness about CSR and innovation goals, policies, and progress,
and proactive response to stakeholder concerns and feedback. Timely and legally compliant
disclosure of information is essential to ensure that stakeholders have access to relevant and
accurate information about the enterprise’s operations, performance, and impact. This includes
financial disclosures, sustainability reports, and other relevant disclosures required by
regulations or industry standards. By providing transparent information, enterprises
demonstrate their commitment to accountability and enable stakeholders to make informed
decisions and assessments.

Openness about CSR and innovation goals, policies, and progress is crucial to foster
transparency. Enterprises should clearly communicate their objectives and strategies regarding
CSR and innovation, as well as their progress and achievements. This transparency enables
stakeholders to understand the enterprise’s commitments and track its performance, fostering
trust and confidence. Additionally, enterprises should actively listen to stakeholders’ concerns
and feedback and respond proactively. This means being accessible to stakeholders and
providing channels for them to voice their opinions and raise concerns. Enterprises should
acknowledge and address stakeholders’ concerns in a timely and respectful manner,
demonstrating their commitment to addressing social and environmental issues. By actively
engaging with stakeholders and incorporating their input into decision-making processes,
enterprises can build stronger relationships and enhance stakeholder satisfaction and support.

Transparent communication helps create an environment of openness and trust between
enterprises and their stakeholders. It enables stakeholders to understand the enterprise’s values,
actions, and impacts, encouraging their active engagement and support. By fostering
transparent communication, enterprises demonstrate their commitment to responsible and
ethical practices, strengthening their reputation and long-term sustainability. It is important for
enterprises to establish clear communication channels, such as public reports, websites, social
media platforms, and stakeholder engagement programs, to facilitate transparent and open
dialogue with stakeholders. Regular and meaningful communication builds stronger

relationships, enhances credibility, and contributes to the overall success of the enterprise.
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Thirdly, pursuing mutual benefit sharing is crucial to responsible corporate practices.
Enterprises should not only benefit from their stakeholders but also focus on giving back and
sharing the benefits generated through their CSR and business innovation efforts. By sharing
the results of trade-offs between CSR and business innovation, enterprises can enhance mutual
benefits and build long-term partnerships with stakeholders. Collaborative projects offer a
platform for enterprises to collaborate with stakeholders, such as NGOs, local communities, or
other businesses, to address social and environmental challenges collectively. These projects
can involve initiatives like joint research and development, community development programs,
or sustainability initiatives. By working together, enterprises can leverage the expertise,
resources, and networks of their stakeholders to achieve shared goals and maximize the positive
impact on society.

Community investments are another way for enterprises to share the benefits generated by
their CSR and business innovation activities. Through investment, enterprises can contribute to
local communities’ development and well-being. This can include supporting education and
skill development programs, developing infrastructure, or funding social initiatives that address
local needs. Such investments help create shared value, enhance community resilience, and
foster long-term relationships with stakeholders. Providing employee benefits is also an
important aspect of mutual benefit sharing. Enterprises can offer competitive compensation
packages, training and development opportunities, and a supportive work environment that
prioritizes employee well-being and growth. By valuing and investing in their employees,
enterprises foster a sense of shared success, loyalty, and long-term commitment.

Additionally, enterprises can engage in social assistance response during times of crisis or
disaster. By extending support to affected communities, employees, or other stakeholders,
enterprises demonstrate their commitment to social responsibility and contribute to the well-
being of those in need. This assistance can take the form of financial aid, resource donations,
volunteer work, or other forms of support, depending on the specific circumstances. By
pursuing mutual benefit sharing, enterprises establish a foundation for sustainable and
collaborative relationships with stakeholders. This approach goes beyond solely maximizing
profits and recognizes the importance of shared value creation and long-term partnerships.
Through collaborative projects, community investments, employee benefits, and social
assistance response, enterprises can generate positive social impact, enhance stakeholder trust,
and contribute to the well-being of the broader society.

In short, enterprises should take the initiative to communicate and cooperate with

stakeholders, understand their needs and concerns, and formulate appropriate CSR and business
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innovation strategies to meet their expectations and interests, so as to achieve a win-win

situation between enterprises and stakeholders.
6.3.4 Enhance enterprises’ dynamic adaptability in uncertain environments

Enhancing dynamic adaptability in an uncertain environment requires fostering agility and
rapid decision-making, encouraging innovation and exploratory learning, building
collaborations and partnerships, enhancing information acquisition and analysis capabilities,
and implementing resilient supply chain management. These measures can help enterprises
better adapt to changes and challenges in an uncertain environment and enhance their
adaptability and competitiveness. In an uncertain environment, enterprises can enhance their
dynamic adaptability in the following ways:

Firstly, developing agility and rapid decision-making capabilities is crucial for enterprises
to effectively navigate and respond to changes and challenges in an uncertain environment. This
requires establishing flexible organizational structures, processes, and decision-making
mechanisms that enable prompt and effective decision-making. One key aspect is to encourage
active employee participation in the decision-making process. By involving employees at
various levels and departments, enterprises can tap into a diverse range of perspectives and
expertise. This not only enhances the quality of decision-making but also fosters a sense of
ownership and commitment among employees.

Promoting information sharing and creating a culture of transparency is essential for agile
decision-making. Enterprises should establish efficient communication channels and platforms
that facilitate the rapid flow of information across the organization. This ensures that decision-
makers have access to the necessary data and insights in a timely manner, enabling them to
make informed decisions quickly. Reducing decision-making layers and streamlining processes
is another important step in enhancing decision-making efficiency. Enterprises should review
their organizational structures and processes to eliminate unnecessary bureaucracy and reduce
decision-making bottlenecks. This allows for more agile and responsive decision-making,
enabling enterprises to seize opportunities and address challenges promptly.

Establishing clear delegation of authority and empowering employees to make decisions
within their areas of expertise can also contribute to rapid decision-making. By giving
employees the necessary autonomy and authority, enterprises can accelerate decision-making
and foster a culture of agility and responsiveness. Furthermore, leveraging technology and
digital tools can enhance decision-making speed and accuracy. Utilizing real-time data analysis,

predictive modeling, and automation can provide decision-makers with timely and accurate

123



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

information, enabling them to make informed decisions swiftly. By developing agility and rapid
decision-making capabilities, enterprises can proactively respond to changes, seize emerging
opportunities, and effectively address challenges in an uncertain environment. This enhances
the enterprise’s ability to adapt and thrive, ensuring its long-term success and competitiveness.

Secondly, encouraging and supporting innovation and exploratory learning is crucial for
enterprises to discover new business opportunities and solutions in an uncertain environment.
Innovation enables enterprises to adapt, evolve, and stay competitive, while exploratory
learning allows for the continuous exploration of new knowledge and skills. To foster
innovation, enterprises can establish dedicated innovation teams or departments. These teams
are responsible for generating and implementing new ideas, technologies, and processes. By
creating a dedicated space for innovation, enterprises provide a supportive environment for
employees to explore and experiment with new concepts and solutions.

In addition to innovation teams, enterprises can set up innovation labs or dedicated spaces
for experimentation and collaboration. These labs provide a physical or virtual environment
where employees can work on innovation projects, test new ideas, and collaborate with cross-
functional teams. These spaces foster creativity, interdisciplinary collaboration, and the sharing
of ideas and insights. Open innovation platforms are another effective way to foster innovation.
By opening up the innovation process to external partners, such as customers, suppliers,
research institutions, and startups, enterprises can tap into a broader pool of knowledge and
expertise. Open innovation platforms facilitate collaboration, idea exchange, and co-creation,
leading to the development of new products, services, and business models.

To promote exploratory learning, enterprises should create a culture that encourages
curiosity, experimentation, and continuous learning. This can be achieved by providing learning
opportunities, such as training programs, workshops, and seminars, which allow employees to
develop new skills and knowledge. Encouraging employees to explore new ideas, challenge
assumptions, and learn from failures fosters a growth mindset and a culture of continuous
improvement. Furthermore, enterprises can encourage knowledge sharing and collaboration
across departments and teams. Establishing platforms, such as internal knowledge-sharing
portals or communities of practice, facilitates the exchange of ideas, experiences, and best
practices. This promotes cross-pollination of knowledge and enables employees to learn from
one another. By fostering innovation and exploratory learning through innovation teams, labs,
open innovation platforms, and a supportive culture, enterprises can unlock new business
opportunities, stay agile in an uncertain environment, and foster a culture of continuous

improvement and growth.
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Thirdly, strengthening the ability of information acquisition and analysis is crucial for
enterprises to navigate an uncertain environment successfully. In such dynamic conditions,
accurate information and effective data analysis provide valuable insights that can drive
informed decision-making and strategic adjustments. To enhance information acquisition,
enterprises should establish a sound system for collecting and monitoring relevant information.
This includes actively tracking market dynamics, competitor behavior, consumer trends,
technological advancements, regulatory changes, and other factors that impact the business
environment.

By leveraging various sources, such as market research, customer feedback, industry
reports, and social media monitoring, enterprises can gather comprehensive and up-to-date
information. In addition to information acquisition, effective data analysis is essential for
turning raw data into actionable insights. Enterprises should invest in data analytics tools and
capabilities that allow for robust analysis of the collected information. Data analysis techniques
such as statistical analysis, trend analysis, predictive modeling, and data visualization can help
identify patterns, trends, and emerging opportunities or threats.

Furthermore, enterprises can leverage technology and automation to streamline information
acquisition and analysis processes. Advanced analytic tools, artificial intelligence, and machine
learning algorithms can facilitate faster and more accurate data processing and analysis.
Automation of data collection and analysis tasks can free up resources and enable real-time
decision-making.

It is crucial for enterprises to establish clear channels and processes for sharing and
disseminating analyzed information to relevant stakeholders within the organization. This
ensures that decision-makers have access to the insights they need to make informed decisions
and adjust strategies promptly. By strengthening the ability of information acquisition and
analysis, enterprises can gain a better understanding of the changing business environment,
identify emerging trends and opportunities, and proactively respond to challenges. This enables
enterprises to make timely and informed decisions, optimize resource allocation, and adjust

strategies in a dynamic and uncertain market landscape.

6.4 Research limitations and prospects

Although this study has made some progress in examining the trade-oft between CSR response
and business innovation and its impact on enterprises’ economic performance and CSR

performance, there are still many limitations, which provide ideas for future studies.
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First, this study did not take into account the influence of other important factors, such as
organizational culture, leadership style, and knowledge management. These factors may have
an impact on enterprises’ CSR response and innovation behavior. Future studies can take them
into account to explain enterprises’ CSR response and innovation behavior in a more
comprehensive manner.

Second, the target of this study is a specific Chinese SOE. It did not consider other countries
or other types of enterprises, such as non-state-owned enterprises or non-profit organizations in
other developed or developing countries. Future research can consider studying other types of
enterprises or organizations to gain a more comprehensive understanding of CSR response and
innovation behavior, as well as their effects.

Third, this study used cross-sectional data and did not consider much the dynamic influence
of time factors.

Future research can be carried out from the following aspects. First, longitudinal data and
panel data can be used to better capture the dynamic changes in CSR response and innovation
behaviors and further explore their impact on enterprises’ economic performance and CSR
performance. Second, future research can explore how to realize CSR response and innovation
behaviors in different contexts, such as in different countries and regions or different industrial
and market environments. Third, future research could also explore how to balance enterprises’

economic and social responsibility goals to achieve sustainable development.
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Annex A: Glossary of abbreviations

Table al: Glossary of abbreviations

Index Abbreviations Full name (Full text)

1 CAMPCS Context-aware Multi-party Coordination System

2 CATL Contemporary Amperex Technology Co., Ltd.

3 CFP (FP) Corporate financial performance (Financial performance)

4 CITC Corrected item-total correlation

5 CNKI China National Knowledge Infrastructure

6 COVID-19 Corona Virus Disease 2019

7 CPM Competitive Profile Matrix

8 CSR Corporate Social Responsibility

9 DoM Doctor of Management

10 ECSR External corporation social responsibility

11 EFE External Factor Evaluation

12 ICSR Internal corporation social responsibility

13 IFE Internal Factor Evaluation

14 KMO Kaiser-Meyer-Olkin Measure of Sampling Adequacy

15 LSE Large-scale emergency

16 MBV Market-based View

17 PRC The People’s Republic of China

18 RBV Resource-based View

19 SARS Severe Acute Respiratory Syndrome

20 SASAC The St;-itel—owned Assets Supervision and Administration
Commission

21 SCP Structure, Conduct, and Performance

22 SETS Social-ecological-technological system

23 SMMG The Sacred Mountain Molin Group Co., Ltd., Sichuan

24 SOE State-owned enterprise

25 SWOT strengths, weaknesses, opportunities and threats
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Annex B: In-depth Interview

1. Objectives of the in-depth interview

The main objectives of the in-depth interview are as follows: 1) To extract the dimensions of
environment that have the key impact on the trade-off between SOEs’ social responsibility and
business innovation in the context of LSEs. 2) To extract what are the key dimensions of
business innovation in the above context. 3) To extract the dimensions of performance changes
under the above background and trade-off behavior conditions. 4) To inquire the subjective
understanding of the relationship among environmental variables, enterprise behavior and
performance from the senior management, the upstream and downstream supply chain partners,
government officials and other stakeholders of the SMMG, so as to provide references for the
establishment of research models, and lays a foundation for the design of question items in
questionnaire.

2. Method of the in-depth interview

To achieve the objective, a set of open-ended questions are used to guide the conversation and
gather the interviewees’ personal opinions. Then, according to the obtained information,
classification and statistical analysis are carried out to obtain the list of key factors and their
degree of importance. During the interview, in addition to the preset questions, appropriate
questions may also be added inspired by the enlightenment of unexpected answers of the
interviewees.

3. Interviewee selection

About 20 experts or persons in charge will be selected as interviewees from relevant
stakeholders such as SMMG, shareholders, upstream and downstream partners in the supply
chain, and government agencies. They are the people involved in the decision-making, approval,
operation, cooperation and implementation of SMMG’s trade-off between social responsibility
and business innovation in the background of the COVID-19 pandemic.

4. In-depth interview questions

Thank you very much for taking time out of your busy schedule to accept this in-depth interview.
It will take about 20 to 60 minutes. This is an anonymous interview, your personal details and
all information you provide will be kept strictly confidential for the purpose of this study only.

The interviews will be recorded with a recording device and subsequently be organized into
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text. But after the study, all recordings will be permanently and completely deleted.

(1) Should SOEs fulfill their social responsibilities in the context of the massive outbreak
of COVID-19?

(2) Has the COVID-19 outbreak had a significant impact on the operating environment of
SOEs?

If so, then:

(3) What are the main environmental dimensions of the impact of the COVID-19 pandemic
on the operating environment of SOEs?

(4) Under this background, do SOEs need to innovate their business or adhere to stereotypes
if they are to deeply fulfill their corresponding CSR?

(5) Under this background, what are the main dimensions of business innovation to balance
its response to CSR?

(6) Under this background, will the trade-off between CSR response and business
innovation be beneficial for SOEs to improve their performance?

(7) Under this background, what are the main dimensions of the impact of SOEs’ trade-off
behavior on corporate performance?

(8) Under this background, what are the possible relationship among changes of

environment, enterprise trade-off behavior and performance?
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Annex C: Questionnaire Survey

Dear Madam/Sir:

I am a doctoral candidate in ISCTE Business School of University Institute of Lisbon in
Portugal. I am conducting a research on the trade-off between corporation social responsibility
response and business innovation of state-owned enterprises under large-scale emergencies
such as COVID-19, and I hope to get your help through the following questionnaire.

It will take you less than twenty minutes to answer the questionnaire. It will take you less
than twenty minutes to answer the questionnaire. In the questionnaire, there are some structured
questions about your basic information, about the impact of COVID-19 on the policy
environment, market environment, technology environment and resource conditions of the
target state-owned enterprises, and about the trade-offs or changes of the target state-owned
enterprise in the area of strategic adjustment, intergovernmental coordination, decision-making
procedures, human resources and a series of other aspects in the context of the COVID-19.

There is no “right” or “wrong” distinction in the answers, and most of the answers are
described to seven degrees, including strongly disagree, disagree, slightly disagree, neither,
slightly agree, agree and strongly agree. Just tick the appropriate boxes based on your true
opinion and feelings. Just tick the appropriate boxes based on your true opinion and feelings. If
you do not understand or can not make a choice, you may tick the “neither” option, which
means there is no “agree” or “disagree”, and can be regarded as neutral attitude.

The questionnaire is anonymous. I promise that the information you fill in will only be used
for academic research. Please feel free to fill in.

In addition, some points are added to this questionnaire:

(1) Corporate social responsibility refers to that while creating profits and bearing legal
responsibilities to shareholders, an enterprise should also consider the impact on various
stakeholder responsibilities. In more straightforward and popular terms, it is the responsibility
and obligation of an enterprise to the society other than itself and its shareholders.

(2) Corporation social responsibility mentioned in this questionnaire mainly refers to the
behaviors that need to be independently decided by enterprises, not including the social
responsibilities that enterprises must undertake without independent decision-making, such as

employment and tax payments.
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(3) Sacred Mountain Molin Group Co., Ltd., Sichuan (SMMG) is a wholly owned
subsidiary of Wuliangye Group, a famous state-owned Enterprise. Before the outbreak of
COVID-19, SMMG’s main business was the production and sales of alcoholic packaging bags
(mainly non-woven products), the production and sales of clothing, and the trade of goods, not
involve in the field of medical protective clothing and masks.

(4) The questionnaire is divided into four sections: Questions 1-10 are about basic
information, questions 11-43 are about the impact of COVID-19 on business environment that
SMMG in face of, questions 44-63 are about the trade-off between corporate social
responsibility response and business innovation, and questions 64-71 are about SMMG’s
performance.

(5) The author of the questionnaire is the researcher himself, the contact number is
1738010763 1. If you have any doubts or questions in the questionnaire, please call me. I will
take it seriously.

I would like to express my heartfelt thanks to you for your kind help and support.
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1. Basic Information

1. What is your gender?
oMale

oFemale
2. What is your age?
018-24 years old

025-34 years old
035-44 years old
045-54years old

055 years old or above
3. What is your marital status?

oMarried
oUnmarried

oOther
4. What is your highest level of education?

oHigh school/technical secondary school and below
oAssociate college degree
oBachelor’s degree
oGraduate degree or above
5. Where is your permanent residence?
oCity or town
oCountryside
6. What type of organization do you belong to?
oGovernment agency
olIndustrial association
oEnterprise
oOther
7. How long have you been working in your organization or industry?

oWithin a year
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o1-3 years
04-6 years
07-9 years
010 years above

8. What department are you in or responsible for ? (Please fill in the blank)

9. Do you know that SMMG is a state-owned enterprise?

oYes

oNo

10. What is the relationship between your organization (or yourself) and SMMG? Or in other

words, what is your organization (or yourself) relative to SMMG?

oA government supervisory and administrative agency
oA supplier

OA dealer

oA shareholder

OA consumer

OA cooperator

o(I am) An employee (of SMMG)

oOther

154



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

I1. About the impact of COVID-19 on the business environment of SMMG

Part A: About policy environment

11. After the outbreak of COVID-19, the central and local governments have increased their

policy support for SMMG to switch to produce epidemic prevention products.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
12. After the outbreak of COVID-19, the governments at all levels have increased their financial
support for SMMG to switch to produce epidemic prevention products, including but not

limited to tax rebates, tax incentives, various policy subsidies or cash input.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
13. After the outbreak of COVID-19, the governments have strengthened the devolution of
power to managers of SMMG (Such as giving them more operational autonomy and

independence, also allow them to try and correct mistakes in economic activities).
oStrongly disagree
oDisagree
oSlightly disagree

oNeither
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oSlightly agree
oAgree

oStrongly agree
14. After the outbreak of COVID-19, governments have improved their efficiency of various
administrative examination and approval for SMMG (such as simplified procedures and

shortened time).
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
15. After the outbreak of COVID-19, The government has been more supportive of SMMG, a

state-owned enterprise, than of similar private ones.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree

Part B: About market environment

16. After the outbreak of COVID-19, increased significantly.
oStrongly disagree
oDisagree

oSlightly disagree

oNeither
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oSlightly agree
oAgree

oStrongly agree
17. After the outbreak of COVID-19, the increase in market demand for epidemic prevention

products is huge.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
18. At the beginning of the COVID-19 outbreak, the number and scale of manufacturers of

epidemic prevention products were insufficient.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
19. At the beginning of the COVID-19 outbreak, the market supply of epidemic prevention

products was insufficient.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree

oAgree
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oStrongly agree
20. At the beginning of the COVID-19 outbreak, the market supply of raw and auxiliary

materials for epidemic prevention supplies was insufficient.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
21. With the increase of market demand and production enterprises, the market supply of raw

and auxiliary materials for epidemic prevention materials has increased.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
22. After the outbreak of COVID-19, Market prices of raw and auxiliary materials for epidemic

prevention materials rose sharply.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
23. After the outbreak of COVID-19, the number of suppliers of raw and auxiliary materials for
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epidemic prevention increased.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
24. With the development of COVID-19, the supply of raw and auxiliary materials for epidemic

prevention materials on the market has increased rapidly.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
25. After the outbreak of COVID-19, the market price of epidemic prevention products

increased significantly.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree

26. Compared to pre-epidemic, after the outbreak of COVID-19, producing epidemic

prevention products and raw materials have been more remunerative.
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oStrongly disagree
oDisagree
oSlightly disagree
oNeither

oSlightly agree
oAgree

oStrongly agree

Part C: About technical environment

27. Before and after the COVID-19 outbreak, the production technology of epidemic prevention

products was mature enough in China.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
28. Before and after the COVID-19 outbreak, the network technology was sufficiently advanced

for the supply chain of epidemic prevention products in China.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
29. Before and after the COVID-19 outbreak, the equipment manufacturing technology (refers
to the manufacturing technology of machinery and equipment used in the manufacture of

epidemic prevention materials and raw and auxiliary materials) is sufficiently advanced for
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manufacturers of epidemic prevention products and raw and auxiliary materials in China.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
30. Before and after the COVID-19 outbreak, the R&D of epidemic prevention products was

adequate for production needs in China.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
31. Before and after the COVID-19 outbreak, technical standards for epidemic prevention

products existed and were in line with international standards in China.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
32. Before and after the COVID-19 outbreak, the basic scientific research was sufficient to

support the R&D and production of epidemic prevention products in China.

oStrongly disagree
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oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
33. In China the production technology (such as sewing techniques) of some epidemic
prevention products (such as medical protective clothing and masks) can be transferred from
the production technology of other non-epidemic prevention products (such as clothing sewing

techniques).
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
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Part D: About resource condition

The following “quasi-internal resources” refer to the external resources that the enterprise does
not nominally control and does not have the ownership and the right of use, but under certain
conditions can be approximately regarded as the direct or indirect control and having the right
of use belong to the enterprise.

To illustrate, Under normal circumstances, the government’s examination and approval of
enterprises’ qualifications is the same for all enterprises. Such “right of approval” is obviously
more likely to be regarded as an external resource for state-owned or private enterprises.
However, in face of the disaster like COVID-19, if the government adopts a more friendly or
favorable attitude to the qualification examination and approval of state-owned enterprises than
that of non-state-owned enterprises under the same conditions, taking into account the equity
relationship, subsidy allocation, responsibility investigation and other factors, then the relevant
“approval right” for state-owned enterprises at this time, it is defined as ‘“‘quasi-internal

resources” by the author.

34. After the outbreak of COVID-19, quasi-internal resources appeared or were more easily

identified.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree

35. After the outbreak of COVID-19, quasi-internal resources seemed to be more.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree

oAgree
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oStrongly agree
36. After the outbreak of COVID-19, quasi-internal resources played a greater role in state-

owned enterprises than in private ones.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
37. After the outbreak of COVID-19, some resources such as raw and auxiliary materials for
epidemic prevention products were transferred from other industries to the epidemic prevention

products industry.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
38. After the outbreak of COVID-19, A large amount of capital was transferred from other
industries to the epidemic prevention products industry (for example, enterprises that
previously invested in the production of diaper bags for women and children began to increase

investment in medical protective clothing and masks).
oStrongly disagree
oDisagree
oSlightly disagree
oNeither

oSlightly agree
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oAgree

oStrongly agree
39. After the outbreak of COVID-19, it became easier for manufacturers of epidemic prevention

products to obtain capital.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
40. After the outbreak of COVID-19, more professionals were moving from other industries to

epidemic prevention enterprises.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
41. After the outbreak of COVID-19, it became easier for epidemic prevention manufacturers
to integrate external resources (for example, epidemic prevention manufacturers integrate
external enterprise resources originally used for clothing production to assist themselves in

sewing medical protective suits and masks).
oStrongly disagree
oDisagree
oSlightly disagree
oNeither

oSlightly agree
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oAgree

oStrongly agree
42. After the outbreak of COVID-19, other enterprises were more willing to support epidemic

prevention manufacturers in the field of resource integration.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
43. After the outbreak of COVID-19, it became easier for epidemic prevention manufacturers

to get the support and cooperation of their employees.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
II1. About the trade-off between corporation social responsibility response and business

innovation

Part E: About strategic adjustment

44. After the outbreak of COVID-19, SMMG’s business strategy was helpful to overcome the

original strategic regarding of corporation social responsibility as a burden.
oStrongly disagree
oDisagree

oSlightly disagree
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oNeither
oSlightly agree
oAgree

oStrongly agree
45. After the outbreak of COVID-19, SMMG’s business strategy focused more on the

explanation and publicity of business innovation in corporation social responsibility.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
46. After the outbreak of COVID-19, SMMG’s business strategy focused more on capturing

potential business innovation opportunities from corporation social responsibility activities.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
47. After the outbreak of COVID-19, SMMG’s business strategy put more emphasis on the

balance between it business vision and social expectation.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither

oSlightly agree
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oAgree

oStrongly agree

Part F: About incentive mechanism

48. After the outbreak of COVID-19, governments strengthened the coordination between the
assessment indicators such as corporation social responsibility performance and business

innovation performance for SMMG.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
49. After the outbreak of COVID-19, SMMG emphasized the basic requirements of corporation

social responsibility behavior in salary design and employment contract.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
50. After the outbreak of COVID-19, SMMG strengthened incentives mechanism (material or
moral) for internal departments and employees to encourage their corporation social

responsibility contribution in business innovation behaviors.
oStrongly disagree
oDisagree
oSlightly disagree

oNeither
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oSlightly agree
oAgree

oStrongly agree
51. After the outbreak of COVID-19,SMMG has increased penalties for internal departments
and employees who exhibit socially irresponsible behavior (such as doing not obey the work
arrangement of the production of epidemic prevention materials, discharging substandard
industrial waste, wasting resources, violation of community interests) in business innovation

for corporation social responsibilities.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree

Part G: About the Decision making process

52. After the outbreak of COVID-19, Shareholders’ approval of SMMG’s corporation social

responsibility business became easier.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree

53. After the outbreak of COVID-19, external government departments became easier in their
administrative approval of corporation social responsibility business for state-owned

enterprises (such as SMMG).
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oStrongly disagree
oDisagree
oSlightly disagree
oNeither

oSlightly agree
oAgree

oStrongly agree
54. After the outbreak of COVID-19, external government departments became more efficient
in the administrative approval of corporation social responsibility business of state-owned

enterprises (such as SMMG), which was helpful for the corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
55. After the outbreak of COVID-19, SMMG’s internal decision-making and approval
procedures for corporation social responsibility activities became simpler and more efficient,

which was helpful for the corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
56. After the outbreak of COVID-19, SMMG’s approval procedures from higher-up for

corporation social responsibility business have become more efficient, which is helpful for the
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improvement of the company’s performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
57. After the outbreak of COVID-19, It became easier for SMMG to allocate resources to carry

out corporation social responsibility activities, which was helpful for the corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
58. After the outbreak of COVID-19, It became easier for SMMG to deploy employees for
corporation social responsibility activities (such as arranging employees to work overtime
outside of working hours, temporarily transferring or supporting other positions), and
employees showed more cooperation with such deployment, which was helpful for the

corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
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59. After the outbreak of COVID-19, SMMG’s internal organizational changes became easier,

which was helpful for the corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
60. After the outbreak of COVID-19, it became easier for SMMG to develop and implement

internal systems and policies, which was helpful for the corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
61. After the outbreak of COVID-19, it became easier for shareholders to authorize SMMG in

the field of corporation social responsibility, which was helpful for the corporate performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
62. After the outbreak of COVID-19, it became easier for SMMG to authorize downward in the

field of corporation social responsibility, which was helpful for the corporate performance.
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oStrongly disagree
oDisagree
oSlightly disagree
oNeither

oSlightly agree
oAgree

oStrongly agree
63. After the outbreak of COVID-19, SMMG’s corporation social responsibilities tended to
support the government’s epidemic prevention and control (compared with other corporation
social responsibility behaviors such as poverty alleviation), which was helpful for the corporate

performance.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
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IV. About Corporate Performance

After the outbreak of COVID-19, SMMG made internal decisions quickly, and obtained
shareholder approval, and invested in the production and sale of epidemic prevention products
(including medical protective suits, gowns and masks).

Part H: About financial performance

64. SMMG’s consideration and actions between corporation social responsibility behaviors and

business innovation in face of the epidemic were helpful to increase its business revenue.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
65. SMMG’s consideration and actions between corporation social responsibility behaviors and

business innovation in face of the epidemic were helpful to increase its total profit.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
66. SMMG’s consideration and actions between corporation social responsibility behaviors and

business innovation in the face of the epidemic were helpful to increase its retained profits.
oStrongly disagree
oDisagree
oSlightly disagree

oNeither
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oSlightly agree
oAgree

oStrongly agree
Part I: About market performance
67. SMMG’s consideration and actions between corporation social responsibility behaviors and

business innovation in the face of the epidemic were helpful to increase its brand value.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
68. SMMG’s consideration and actions between corporation social responsibility behaviors and
business innovation in the face of the epidemic were helpful to exploit new markets (Market of

epidemic prevention products).
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
69. SMMG’s consideration and actions between corporation social responsibility behaviors and
business innovation in the face of the epidemic were helpful to promote the market performance

of the its original business segment (non-epidemic products market).
oStrongly disagree
oDisagree

oSlightly disagree

175



The Trade-off Between CSR response and Business Innovations of SOEs in LSEs

oNeither
oSlightly agree
oAgree

oStrongly agree
Part J: About social performance
70. SMMG’s consideration and actions between corporation social responsibility behaviors and
business innovation in the face of the epidemic were helpful for the government and the public

to enhance their sense of identity to SMMG.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
71. SMMG’s consideration and actions between corporation social responsibility behaviors and
business innovation in the face of the epidemic were helpful for the governments’ evaluation of

SMMG.
oStrongly disagree
oDisagree
oSlightly disagree
oNeither
oSlightly agree
oAgree

oStrongly agree
At the end of the questionnaire, please make a self-evaluation of your response to the

above questionnaire:

72. Are you confident about your answers to this questionnaire?

oStrongly unconfident
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oUnconfident
oSlightly unconfident
oNeither

oSlightly confident
oConfident

oStrongly confident
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Annex D: Reference statistical table and graphs

Table d.1: Table of literature statistics in year dimension

Plate Year Quantity Proportion
2017 and before 22 19.82%
Literature review 2018 and beyond 89 80.18%
2023 3 2.70%
Subtotal 111 100.00%
2017 and before 73 45.34%
2018 and beyond 88 54.66%
Others 2023 7 4.35%
Subtotal 161 100.00%
2017 and before 95 34.93%
Full text 2018 and beyond 177 65.07%
2023 10 3.68%
Total 272 100.00%
Table d.2: Table of literature statistics in language dimension
Language Quantity Proportion
Chinese 25 9.19%
English 247 90.81%
Total 272 100.00%
Table d.3: Table of literature statistics in data base source dimension
Data base Quantity Proportion
Google Scholar 112 41.18%
Scopus 39 14.34%
Web of Science 35 12.87%
Baidu Scholar 19 6.99%
CNKI 24 8.82%
Science Direct 17 6.25%
ResearchGate 13 4.78%
Others 13 4.78%
Total 272 100.00%
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@2017 and before 2018 and beyond

Figure d.1: Statistical graph of references for Literature review
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E2017 and before 2018 and beyond

Figure d.2: Statistical graph of references for full text in year dimension
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Figure d.3: Statistical graph of references for full text in language dimension
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Figure d.4: Statistical graph of references for full text in data base source dimension
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Annex E: Descriptive analysis of valid questionnaire data

Table E: Table of descriptive analysis of valid questionnaire data

Mean Variance Mean Variance Mean Variance Mean Variance

S, 6.12 1.285 Sz 5.69 1.594 S 6.04  0.847 Csz 6.02  0.992
Siz 591 1.653 S 5.7 1.666 Sisi0 6.07 094 Css 595 1.033
S 6.07 1372 Sss 5.67 1.777 Cn 6.03 1.133 Ci 596  1.082
Sis  6.04 1.367 S3s 5.65 1.779 Cp 6.08 0.993 Csio 5.87  1.266
S, 621 0974 S3s 5.79  1.58 Cs 6.15 0.827 Csii 5.81 1.386
S» 625 0949 Sz 5.91 1.281 Cis 6.15 0979 Csiz 597  1.007
Sz 594 1.567 S4s 5.68  1.556 Cy 6.01 1.025 Pn 598  1.035
Sas 592 1.592 Sp 5.67  1.59 Cn 588 1.366 P, 596 1.066
S 6.1 0.909 Ss 571 1.518 Cys 6.05 1.073 P 589 1.19

Sy 5.67 2216 S4u 5.83 1.228 Cu 6.06 0.992 P 6.06 0928
Sy 592 1.089 Sis 592 1.127 Cis 6.04  0.857 Pis  6.09 0.842
Sy 599  1.035 Ss4 5.87  1.161 Cyu 6.04 0.859 Pis 6.03 0971
S0 559 2.141 S47 5.85 1.098 Css 6.06 0.856 P 6.13  0.796
Son 515 2938 Ss 5.81 1.299 Cis 6.06 0906 P» 6.16  0.846
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