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Abstract
This paper aims to evaluate the role of corporate governance on performance of the small and medium-sized enterprises 
by exploring the mediating role of social responsibility engagement and environmental responsibility engagement between 
corporate governance and firm performance in the context of an emerging market. The paper follows a quantitative approach. 
The study sample was composed of 495 responses covering top executives, managers, and experts. The Analysis of a moment 
structures (AMOS version 20) was used to analyze the small and medium-sized enterprises data in an emerging economy in 
Southeast Asia in the year 2021. Our findings revealed that corporate governance has a significant and positive relationship 
with firm performance, social responsibility engagement and environmental responsibility engagement. In addition, social 
responsibility engagement and environmental responsibility engagement are found to mediate the relationship between cor-
porate governance and firm performance. To the best of our knowledge, this is the first research that explores the mediating 
role of social responsibility engagement and environmental responsibility engagement between corporate governance and 
firm performance for the small and medium-sized enterprises. This study has novel contributions by providing important 
insights into the effective corporate governance mechanism and how corporate governance contributes to improving firm 
performance towards sustainability through engaging in social and environmental responsibility. Additionally, its application 
to food the small and medium-sized enterprises in the current context of an emerging economy in Southeast Asia reinforces 
the originality of this study. This study contributions are of great interest to academics, experts, business practitioners, and 
policymakers.

Keywords Corporate governance · Social responsibility engagement · Environmental responsibility engagement · SMEs 
performance · Emerging market

1 Introduction

Corporate governance (CG) is a broad concept and has sev-
eral controversies due to different theoretical approaches and 
perspectives. Previous studies commonly found that corpo-
rate governance mechanism affects both the firm financial 
and social results (Gangi et al. 2021). In the context of fierce 
competition, corporate governance mechanism tends to be 
oriented towards sustainability geared towards balancing the 

benefits of society, the environment and economy. In order to 
achieve that, engaging in social and environmental respon-
sibilities is no longer an option for businesses but a default 
expectation (Hurst and Ihlen 2018).

Social responsibility engagement (SRE) reflects the firm’s 
ability to meet society's expectations to be a good citizen by 
respecting their fundamental rights conventions in exter-
nal and internal communities (Melo and Garrido-Morgado 
2012). While environmental responsibility engagement (ERE) 
reflects the firm engagement on the environment and society, 
whereby reduce the negative impact of firm on the environ-
ment by various strategies (Huo et al. 2021) and reduce “cost 
for society” (Gangi et al. 2021) that facilitates new market 
entries Scuotto et al. (2020) by eco-friendly designed-tech-
nology and product. Overall, those will enhance stakeholders’ 
satisfaction towards firms that potentially lead to their attach-
ment to the firm.
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The food industry causes pressures on the environment 
in multiple ways through its value chain. For instance, 
food manufacturers freely use natural resources, and food 
suppliers and distributors adversely affect the “natural 
environment” due to habitual practices on packaging-
related, waste-related, and logistics-related. In today's 
dynamic world, business stakeholders are increasingly 
aware that the increase in business activities is associ-
ated with environmental and social issues (Ansu-Mensah 
et al. 2021). In addition, global phenomena such as the 
Covid-19 epidemic make humankind more interested 
in these issues, moreover, its origin is also a matter 
of deep concern to be investigated. Therefore, certain 
world organizations have been spending efforts to find 
the origin of Covid-19. Most media reports that Covid-
19 originated from a seafood market in China; however, 
there is no consensus in conclusion so far. In the context 
of Vietnam, environmental and social issues are increas-
ing along with socio-economic development, and local 
consumers are increasingly concerned about the respon-
sibility of businesses in addressing this concern (Nguyen 
et al. 2021). In particular, the food industry is highly 
interested in its relevance to social and environmental 
issues.

Existing literature in this domain highlights the advan-
tages of corporate engagement with their social and envi-
ronmental responsibilities in enhancing corporate competi-
tive advantage and improving firm performance sustainably 
(Gangi et al. 2021; Yu et al. 2020; Ho 2020). Such advan-
tages are dedicated to enhancing corporate resources and 
knowledge management, shaping reputation, sustaining 
innovations, advancing products, improving customer sat-
isfaction, enabling premium segment accessibility, improv-
ing efficiency, reducing operational cost, and improving 
environmental indicators that lead to improved corporate 
performance in various ways (Gangi et al. 2021; Scuotto 
et al. 2020; Scuotto et al. 2019; Martinez-Conesa et al. 
2017). From an operations management perspective, SRE 
and ERE are worthy and tightly associated with how busi-
nesses are managed and controlled to be environmentally 
and socially responsible, which stakeholders are increas-
ingly concerned about (Samson 2020). However, extant 
literature shows a lack of empirical studies on how CG 
is associated with SRE, ERE and how this association 
affects FP in the food industry in emerging economies like 
Vietnam.

In response, this paper aims at addressing this gap 
by integrating SRE and ERE to mediate the association 
between CG and FP. According to stakeholder theory 
(Freeman 1984), the CG mechanism is seen as central to 
guiding businesses to operate and behave in a way that 
is socially and environmentally responsible. When the 

enterprise genuinely addresses the issues of concern to the 
stakeholders, the stakeholders will have a positive response 
to the business that leads to improved corporate perfor-
mance in various ways. In addition, according to resource-
based view theory point of view (Barney 1991), resources 
of the enterprise from the perspective of CG, the board of 
directors is seen as the source of the strategic resources of 
the enterprise that enabling SRE and ERE efforts for the 
betterment of society and the environment. As a result, this 
will lead to enhanced corporate performance in a sustaina-
ble manner. Therefore, the objective of this study is to thor-
oughly understand how CG is linked with SRE and ERE 
and how this linkage boosts firm performance. In order to 
address this objective, this research aims at answering the 
following questions:

RQ1. How does corporate governance enhance firm 
performance?
RQ2. How do social responsibility engagement and 
environmental responsibility engagement mediate the 
relationship between corporate governance and firm 
performance?

This study focuses specifically on the food industry, 
small and medium-sized enterprises (SMEs) in Vietnam 
based on the following point of view. First, the Covid-19 
epidemic adversely affects the food industry in particular 
and the economy in general in many aspects (Chowdhury 
et al. 2020). Therefore, the sustainability of the food indus-
try is getting more and more attention because of its speci-
ficity related to natural resources, human health and safety 
for the development of future generations in human society, 
the natural environment balance and global economy as 
a whole (León-Bravo et al. 2019). In addition, according 
to Ritchie and Roser (2020), the food industry has a high 
potential for adverse effects on the environment. Simulta-
neously, the food industry is considered to be sensitive to 
changes in the environment, market needs and customer 
behavior, especially in the context of the Covid-19 epi-
demic (Sharma et al. 2021). Second, SMEs are important 
force for the national economy, accounting for an aver-
age rate of over 90% (Schaper 2020). This rate is espe-
cially high in emerging economies such as Vietnam that 
accounted for about 97% and provided 60% of employment 
opportunities for society and contributed over 40% to GDP 
(Nguyen et al. 2020). Although CG thinking has improved 
to some extent over time, however, due to limited resources 
for development, most SMEs are still governed in the old 
way which prioritizes profits over other benefits for society 
and the environment. This tremendously affects the way 
they operate and behave towards society and the environ-
ment. Based on this analysis, it’s necessary to prioritize the 
food industry in the context of SMEs in Vietnam for this 
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study. Moreover, in the context of the Covid-19 epidemic, 
the food industry is considered an important industry in 
terms of societal needs and potential to save the economy. 
Therefore, understanding how to sustain in the context of 
a fast-changing world is critical not only for businesses 
but also for the nation, region and the world to balance 
economic, social, and environmental values.

Therefore, this study provides novel contributions to the 
extant literature of CG and FP. Firstly, this study extends 
the existing literature on the association of CG and FP by 
integrating the mediating roles of SRE and ERE in the link 
between CG and FP. Secondly, this study provides insight 
into sustainable development mechanisms for small and 
medium-sized enterprises (SMEs) in the new challenging 
context. In addition, its application into in food industry 
in the emerging economy reinforces the novelty of this 
study. These contributions are of great interest to business 
practitioners, entrepreneurs, executives, and managers for 
better corporate governance mechanisms towards sustain-
able corporate advantages and sustainable development.

The remaining sections of this manuscript are structured 
as follows. Section 2 presents the theoretical underpinning 
that describes the relevant theories and literature review 
to support the arguments in this study. Section 3 is the 
development of research hypotheses and research models. 
Section 4 details the research design that presents the sam-
ple size and procedure, and constructs. Section 5 assesses 
the measurement model and structural model. Section 6 
discusses the findings and implications, highlights the limi-
tations and future scope of the study. Section 7 concludes 
the study.

2  Theoretical underpinning

2.1  Relevant theories

This study applied the underlying theories, including stake-
holder theory, the resource-based view (RBV), natural RBV, 
and stewardship theory, to explain the study's argument and 
hypothetical relationships. The scope of application of each 
theory in this research scenario is presented in Table 1 below.

Table 1 presents the main theories that this research is 
based on for discussion and analysis. In this research sce-
nario, they are complementary to each other. These theories 
were intentionally chosen to be used in this study based on 
this argument. The objective of this study is to examine how 
CG improve FP and how CG affects corporate engagement 
in social and environmental responsibilities, through that, 
boost FP. In this context, the perspectives of stakeholder 
theory, RBV theory, natural RBV theory, and stewardship 
theory with its relevance as presented in Table 1 below are 
considered appropriate as the underpinning theories for this 
study. Because, the main goal of CG in the current context 
is to lead the company towards being environmentally and 
socially responsible for sustainable development towards the 
interests of stakeholders on the basis of balancing economic, 
social and environmental values. From this perspective, 
it’s assumed that when the enterprise genuinely addresses 
the issues of concern to the stakeholders, the stakeholders 
will have a positive response to the business that leads to 
improved corporate performance in various ways. In addi-
tion, according to RBV theory point of view (Barney 1991), 
resources of the enterprise from the perspective of CG, 

Table 1  The main theories that concerned

Source Theory Definition and a brief explanation

Freeman (1984) StakeholdersTheory Corporate governance mechanisms are the center that “orient businesses towards 
environmental and social responsibility" and at the same time “shape the rela-
tionships between shareholders and stakeholders”

Barney (1991) Resources-based-view (RBV) The Board of directors holds a vital role in the corporate governance system. It 
strategically equips the firm with the necessary knowledge, adds values, and 
expands relationships that will generate benefits towards sustainability

Barney (1991) Natural RBV Environmental engagement facilitates the firm to achieve superior results by 
adopting sustainability innovation and improving innovation capacity. Those are 
significant to constraints’ natural environment limitations and create “a sustain-
able competitive advantage”

Muth and Donaldson 
(1998)

Stewardship Theory Stewardship theory is contradictory to agency theory regarding the perception of 
roles, functions, and conflict of interest related to the executives of the firm. This 
theory presumes that managers are trustworthy, and they perform their duties 
without fail for maximizing wealth for shareholders. Accordingly, stewardship 
theory assumes the managerial person as “stewards” instead of “being self-
centered” and self-interest is not their only motives. Therefore, other motives 
that may stimulate “managers behaviors” such as non-financial incentives as 
“appreciation”, “internal satisfaction” and “recognition” those are “ignored” in 
the agency theory
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the board of directors is seen as the source of the strate-
gic resources of the enterprise that enabling SRE and ERE 
efforts for the betterment of society and the environment. As 
a result, this will lead to enhanced corporate performance in 
a sustainable manner.

2.2  Literature review

This study adopted a systematic review approach based 
on the guidance of Tranfield et al. (2003). This approach 
began with identifying problems to be solved by perform-
ing a review. Next, a protocol was established to specify 
the methods to be used during the review to minimize 
bias. The protocol covers the basics such as inclusion and 
exclusion criteria, strategy to search literature, criteria for 
selection, process to select, process to extract data, method 
to aggregate data. Next, perform a search of relevant lit-
erature for a systematic review. Then evaluate and select. 
Then conduct data extraction, then analyze, summarize, 
and synthesize relevant studies. Next, proceed to interpret 
the results.

As a result, Table 2 below reports the relevant studies 
on the association of CG and FP in different settings. This 
provides evidence of how CG associates with the various 
outcomes of the firm in a different context that supported 
arguments and research problem identification for this study, 
thereby helping the author determine the good research 
questions and conceptualize a new research idea for novel 
contribution. Specifically, the current literature shows that 
the findings are inconsistent, or there is no consensus among 
the findings of the existing literature. For instance, the rela-
tionship between CG and FP is found to be positive and 
significant by Gangi et al. (2021); Lu et al. (2021); Shaji 
and Shajahan (2020); Warrad and Khaddam (2020); Hussain 
et al. (2019). While this relationship is found to be negative 
and significant by Assankutty et al. (2019) or mixed-result 
by Yihun et al. (2019); Shao (2019) or unaffected by Diriba 
and Basumatary (2019). The heterogeneity in the results of 
the existing literature can be argued by the contextual and 
industry factors that affect the relationship between CG and 
FP. For instance, the following studies are carried out with 
different backgrounds such as economy, territories, industry 
of activity, research methods. In addition, mediating fac-
tors can also influence the relationship between CG and FP. 
Moreover, there is very little research on the food industry 
and exploring the involvement of social and environmental 
responsibility factors in the relationship between CG and FP. 
This analysis discloses important research gaps that need to 
be filled so that businesses can orient their development to 
suit the new context.

In addition to this, these key constructs were also 
reviewed, and their concepts are discussed in the section 
below Table 2.

2.2.1  Corporate Governance (CG)

CG is defined as involving a system and structure that are 
established to direct and control the company. Accordingly, 
governance structures, rules, norms, procedures, practices, 
processes, and performance evaluation systems are set in 
place to ensure that the company is well-governed and led to 
achieving long-term success. It deals with the relationships 
between key corporate components including the executive 
board, board of directors, shareholders and other stakehold-
ers (Samlal 2020). In this research scenario, CG refers to 
how the company is governed so as to activate the best prac-
tices of CG towards the environment, society and govern-
ance (Arif et al. 2021). Accordingly, promoting corporate 
engagement in social and environmental responsibilities to 
address the interests of stakeholders on the basis of balanc-
ing the interests of the economic, social and environmental 
values.

Existing literature demonstrates that CG is central to 
the organizational operation. Its philosophy is to guide and 
control the firms towards ensuring transparency in business 
operations and accountability to stakeholders. According to 
Rehman and Hashim (2021), a good CG is a prerequisite 
for business survival. CG qualification positively relates to 
economic growth thereby, poor CG mechanisms can lead 
to a crisis in Asia, Russia, and South America (Assankutty 
et al. 2019). On the contrary, good CG can facilitate a firm 
to enhance its performance in various ways and improve 
company valuation (Yu et al. 2020; Ho 2020). CG capabil-
ity may be affected by board-related factors such as "board 
independence"; “board size”; “compensation policies” and 
“board diversity” those are important in dealing with various 
stakeholders and objects (Jain and Jamali 2016).

Theoretically, CG is perceived variously depending on 
different theories. Specifically, from the agency theory point 
of view, the narrow stance of CG is strictly built on the 
mandate that binds managers to shareholders (Jensen and 
Meckling 1976). From this perspective, managers should 
earn money for ownership by complying with society's 
embodied rules in the ethical laws and customs (Friedman 
1970). Furthermore, agency theory views that managers are 
“opportunists” and their interests exceed the organizations. 
Therefore, the board of directors must have the authority 
to limit the managers and let them act in the interests of 
shareholders (Hussain et al. 2019). This fiduciary restricts 
the corporate social and environmental engagement as a 
problem of agency.

However, against the point of agency view, stakeholder’s 
theory (Freeman 1984) and hypothesis of resolving con-
flicts (Jo and Harjoto 2012) provided debatable-argument 
relative to “effective CG mechanisms” to sustain corporate 
social responsibility. Manning (2015) argued that from the 
persistent corporate responsibility perspective, CG includes 
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actions taken voluntarily regardless of “legal requirement” 
to drive firm-owned interests of broader society and com-
petitive interests. In addition, CG composes of the “organi-
zational procedure through which diverse CG instruments 
influences both social and financial outcomes” (Jain and 
Jamali 2016). Specifically, from the theory of stakeholders’ 
outlooks, “CG instruments are means to orientate businesses 
towards social and environmental responsibility" and “shape 
the relationships concerning stakeholders and shareholders”.

Based on the above discussion, it is shown that the positive 
impact of a good CG on FP has been demonstrated by previ-
ous studies. This is supported by the stakeholder theory view 
as it holds that the mechanism of CG is central to guiding 
businesses to operate and behave in a way that is socially and 
environmentally responsible. When the enterprise genuinely 
addresses the issues of concern to the stakeholders, the stake-
holders will have a positive response to the business that leads 
to improved corporate performance in various ways. In addi-
tion, according to resource-based view theory point of view 
(Barney 1991), resources of the enterprise from the perspec-
tive of CG, the board of directors is seen as the source of the 
strategic resources of the enterprise that enabling SRE and 
ERE efforts for the betterment of society and the environment. 
As a result, this will lead to enhanced corporate performance 
in a sustainable manner. However, the existing literature lacks 
empirical studies on how CG can boost FP with and without 
linkage with SRE, ERE for the food sector SMEs in emerging 
economies. The above discussion can support hypothesis to 
address the research questions about how CG can improve FP 
and how SRE and ERE mediate the linkage between CG and 
FP. The construct of CG was adopted from Jain and Jamali 
(2016), Naciti (2019); Dalton and Kesner (1987); Donaldson 
and Davis (1991), as presented in Table 3 below.

2.2.2  Social Responsibility Engagement (SRE)

Social responsibility engagement (SRE) is defined as the 
manner in which an enterprise does identify its responsible 
activities towards society (Gangi et al. 2021; Laguir et al. 
2021). SRE is concerned with the engagement of businesses 
in carrying out their responsibilities to society in a system-
atic manner. The concept of SRE was approached in various 
ways in academics. However, the similarity in the concept 
of SRE is to make society better in different ways. In this 
research scenario, SRE refers to corporate engagement in 
fulfilling their responsibilities to society. Such responsibili-
ties aim towards holistically developing employees, contrib-
uting to improving community well-being, respecting human 
rights, respecting the rights and interests of stakeholders, 
opening up opportunities for the community to improve 
quality of life, supporting a social cause, and being account-
able for their products in front of users (Sciarelli et al. 2021). 
In turn, businesses can shape their reputation, develop their Ta
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resources and capabilities, improve their products, enhance 
customer satisfaction, etc., leading to improved FP in various 
ways. In this study, SRE’s construct was adopted from Melo 
and Garrido-Morgado (2012), as described in Table 3 below.

The above discussion shows that SRE has an important 
role not only for the betterment of society but also for the 
sustainable development of enterprises in the new challeng-
ing context. In this context, businesses cannot survive if they 
do not engage in their social responsibility. Existing litera-
ture in this domain highlights the advantages of corporate 
engagement with their social and environmental responsi-
bilities in enhancing corporate competitive advantage and 
improving FP sustainably (Gangi et al. 2021; Yu et al. 2020; 
Ho 2020). Such advantages are dedicated to enhancing cor-
porate resources and knowledge management, shaping repu-
tation, sustaining innovations, advancing products, improving 

customer satisfaction, enabling premium segment accessi-
bility, improving efficiency, reducing operational cost, and 
improving environmental indicators that lead to improved 
corporate performance in various ways (Gangi et al. 2021; 
Scuotto et al. 2020; Scuotto et al. 2019; Martinez-Conesa 
et al. 2017). However, whether SRE mediates the relationship 
between CG and FP has not been explored in depth in the 
current literature. The above discussion can support hypoth-
esis to address the research questions about how SRE mediate 
the linkage between CG and FP.

2.2.3  Environmental Responsibility Engagement (ERE)

Environmental responsibility engagement (ERE) is defined 
as the manner in which an enterprise does identify its 
responsible activities towards the environment (Gangi et al. 

Table 3  Constructs

Constructs Items Descriptions References

Corporate Governance
(CG)

CG1 Board size (Total members of the board) Jain and Jamali (2016); Naciti (2019); Dalton 
and Kesner (1987); Donaldson and Davis 
(1991)

CG2 Board independence (Percentage of inde-
pendent directors to total directors)

CG3 Board diversity (Percentage of female 
directors to the total directors)

CG4 CEO duality (One holds two positions of 
CEO and chairman at the same time)

CG5 CEO compensation (Compensation policy 
for CEO include financial-related and 
non-financial-related)

Social Responsibility Engagement
(SRE)

SRE1 Improve products’ quality continuously Melo and Garrido-Morgado (2012)
SRE2 Develop employees’ competencies
SRE3 Do not discriminate in the work environ-

ment
SRE4 Do not use hazardous substances in the 

product
Environmental Responsibility Engage-

ment
(ERE)

ERE1 Improve processes continuously to reduce 
consumption of inputs such as materials, 
water, ect

Gangi et al. (2020); Scuotto et al. (2020)

ERE2 Innovate sustainably to enhance efficiency 
and productivity

ERE3 Install environmental management system 
to reduce pollutants emitted

ERE4 Apply actively optimal electrical equipment 
to reduce consumption of energy in order 
to reduce emissions

ERE5 Increase in using eco-friendly materials and 
packaging

Firm Performance (FP) FP1 EBITDA (“Earnings before interest, taxes, 
depreciation, and amortization divided by 
total assets”)

Mishra and Kapil (2017); Arora and Sharma 
(2016); Michelon et al. (2013)

FP2 Sales growth rate
FP3 Market share growth
FP4 ROA (Return on assets)
FP5 ROE (Return on equity)
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2021; Laguir et al. 2021). The concept of ERE was widely 
approached to ensure the best for the environment in vari-
ous aspects. Accordingly, aspects such as reducing emis-
sions and pollution, not using scarce resources, not trading 
short-term benefits of businesses to harm the environment 
in any way, promoting continuous innovation, reducing 
waste, using environmentally friendly materials are highly 
concerned in ERE (Sciarelli et al. 2021). Likewise, ERE is 
concerned with the engagement of businesses in carrying 
out their responsibilities to the environment in a system-
atic manner. In turn, businesses can enhance their credibil-
ity, develop their resources and capabilities, improve their 
products, improve efficiency, reduce risk exposure that will 
improve FP in various ways (Yu et al. 2020; Ghoul et al. 
2018). In this study, ERE’s construct was adopted from Melo 
and Garrido-Morgado (2012), as described in Table 3 below.

The above discussion shows that ERE has an important 
role not only for the betterment of the environment but 
also for the sustainable development of enterprises in the 
new challenging context. In this context, businesses can-
not survive if they do not engage in their environmental 
responsibility. Existing literature in this domain highlights 
the advantages of corporate engagement with their social 
and environmental responsibilities in enhancing corporate 
competitive advantage and improving FP sustainably (Gangi 
et al. 2021; Yu et al. 2020; Ho 2020). Such advantages are 
dedicated to enhancing corporate resources and knowledge 
management, shaping reputation, sustaining innovations, 
advancing products, improving customer satisfaction, ena-
bling premium segment accessibility, improving efficiency, 
reducing operational cost, and improving environmental 
indicators that lead to improved corporate performance in 
various ways (Gangi et al. 2021; Scuotto et al. 2020; Scuotto 
et al. 2019; Martinez-Conesa et al. 2017). However, whether 
ERE mediates the relationship between CG and FP has not 
been explored in depth in the current literature. The above 
discussion can support hypothesis to address the research 
questions about how ERE mediate the linkage between CG 
and FP.

2.2.4  Firm Performance (FP)

Firm performance (FP) is defined as an important indicator 
of a management control system that reflects an enterprise's 
ability to fulfill its objectives and address the expectations 
of various stakeholders (Vij and Bedi 2016). Thus, depend-
ing on the specific goals of the business, the performance 
indicators will be determined accordingly. In this study, the 
FP indicators include operational performance and financial 
performance. For which, operational performance was meas-
ured by assessing the firm profitability through ROA (return 
on assets) (Akbar et al. 2016; Mishra and Kapil 2017), which 
explain how effective and efficient the firm’s assets were 

used by management to generate better returns (Assankutty 
et al. 2019). From this point of view, better management 
practices lead to better ROA, while advanced practices 
(management) are the outcome of better governance prac-
tices. ROA is a distinct measure of operation performance 
as it is susceptible during the short term (Assankutty et al. 
2019). In addition, market share growth was employed as 
a key performance indicator for business growth (Wang 
2019; Abbas 2020). With regards to financial performance 
measures, ROE (return on equity) (Arora and Sharma 2016; 
Chahal and Kumari 2013), sales growth rate, and the propor-
tion of Earnings Before Interest, Taxes, Depreciation, and 
Amortization-EBITDA to total assets were used those are of 
shareholders’ interests (Michelon et al. 2013). Specifically, 
a company with a high ROE can mobilize more cash inter-
nally, which can be used for various profitable reinvestment 
opportunities consistently in the future. Improved CG prac-
tice can lead to improved “cash management” and reduced 
“agency conflict” in a company.

FP is widely studied by the current literature as a depend-
ent variable, as the outcomes of efforts in business activities. 
Therefore, different efforts and different resources can lead 
to different results. In this study, FP is the result of cor-
porate governance efforts, according to which, a good cor-
porate governance is seen as a source of strategic resource 
that leads the business to operate in an environmentally and 
socially responsible manner towards balancing economic, 
environmental and social values. Moreover, from the RBV 
perspective, board of directors is seen as the source of the 
strategic resources of the enterprise that enabling SRE and 
ERE efforts for the betterment of society and the environ-
ment. As a result, this will lead to enhanced corporate per-
formance in a sustainable manner. However, in the context 
of food section SMEs in emerging economy, whether CG 
can boost FP with and without linkage with SRE, ERE needs 
further examination in this study. The above discussion can 
support hypothesis to address the research questions about 
how CG can improve FP and how SRE and ERE mediate the 
linkage between CG and FP.

3  Hypotheses development

3.1  The mediating role of Social Responsibility 
Engagement (SRE) and Environmental 
Responsibility Engagement (ERE) 
in the relationship between Corporate 
Governance (CG) and Firm Performance (FP)

The hypothesis of the mediating role of SRE and ERE in 
the relationship between CG and FP is developed based 
on the lines of argument on the influence of CG on SRE 
and ERE, likewise, the influence of SRE and ERE on FP.
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The influence of CG on environmental and social 
responsibility engagements (ERE, SRE).

According to RBV theory (Barney 1991), the board of 
directors holds a vital role in the CG system who strategi-
cally equip the firm with the necessary knowledge, add 
values, and expand relationships that will generate benefits 
towards sustainability. In addition, from the perspective 
of RBV, corporate strategic resources have a significant 
association with a corporate sustained competitive advan-
tage. In this research scenario, CG is considered a corpo-
rate strategic resource of the organization that is valuable, 
unique, inimitable, and irreplaceable (Barney 1991). On 
this basis, CG refers to the elements of people (leaders) 
and their associated attributes such as intellectual capital, 
vision, strategic thinking, processes, capabilities, knowl-
edge, relational capital that enabling businesses to fulfill 
their responsibilities towards society and the environment. 
In turn, it will lead to corporate competitive advantage and 
outcomes in a sustainable manner (Rahman and Carpano 
2017). Therefore, a good CG is a governance mechanism 
that facilitates businesses to engage in their responsibili-
ties towards society and the environment and incorporate 
such responsibilities into the business activities. As a 
result, it leads to sustainable development that the interests 
of stakeholders, society, and the environment are inclusive.

Gangi et al. (2021) revealed that effective board charac-
teristics in CG have a positive relationship with CRE and 
ERE. In addition, current literature shows that the asso-
ciation of CG and SRE, ERE was examined from various 
approaches (Bolourian et al. 2021; Naciti 2019). Accord-
ing to Gangi et al. (2021), the board of directors (BOD) is 
destined to be corporate strategic resources based on their 
knowledge, relationships, strategic thinking, capabilities 
which are necessary for a supportable corporate culture. 
In addition, BOD characteristics play a significant role 
in organizational culture characteristics and become driv-
ers for corporate commitment and knowledge sharing and 
learning among the stakeholders of businesses (Intezari 
et al. 2017). From the perspective of the knowledge-based 
view, knowledge management is conceptually perceived 
as an effectual tool to encourage knowledge sharing and 
lessen the conflict potential among stakeholders (Fang 
et al. 2013). While, from the CSR approach perspective, an 
effective CG mechanism can lead to increased intellectual 
properties that enhance FP and corporate social perfor-
mance (Gangi et al. 2019a). Therefore, “socially responsi-
ble CG is essential to assure the corporate behaviors sup-
port with stakeholders' expectations.” Hence, CG “acts as 
a supplementary instrument for enhancing environmental 
and corporate social engagement and stakeholders’ sharing 
values” (Manning et al. 2006).

In overall, the CG mechanism is positively associated 
with social and environmental responsibility engagement 

by addressing various “pressures from stakeholders” 
that are consistently adaptable with comprehensive 
approaches towards environmental, economic, and social 
interests among enterprises in the food industry, accord-
ing to Coppola and Ianuario (2017). Therefore, the asso-
ciation of CG and SRE, CG and ERE are reasonably 
hypothesized as follow.

H1a: CG has a positive relationship SRE.
H1b: CG has a positive relationship with ERE.

The influence of environmental, social responsibility 
engagement (CRE and ERE) on firm performance (FP).

The impact of CG on SRE and ERE was found to be 
positive and significant, according to Gangi et al. (2021). 
Theoretically, this relationship can be explained by the 
stakeholder theory (Freeman 1984) and RBV (Barney 1991). 
Specifically, corporate engagement in their responsibilities 
towards society and the environment can be explained by 
stakeholder theory. Society and the environment are among 
the important components of stakeholders those are influ-
enced by business activities, simultaneously affect corporate 
performance in various ways (Freeman et al. 2020). Simi-
larly, the positive impact of SRE and ERE on FP can be 
explained by RBV theory. In this context, SRE and ERE are 
seen as critical resources of the organization for creating sus-
tainable competitive advantages such as resource enhance-
ment, knowledge management improvement, reputation 
enhancement, sustainable innovation, product improvement, 
customer satisfaction enhancement, premium segment acces-
sibility, productivity improvement, cost reduction, environ-
mental indicator improvement, those lead to improved FP in 
various ways (Gangi et al. 2021; Scuotto et al. 2020; Scuotto 
et al. 2019; Martinez-Conesa et al. 2017).

In addition, from the perspectives of natural RBV (Barney 
1991), ERE facilitates firms achieving superior performance 
by adopting sustainability innovations and improving innova-
tive capability, which is significant to diminish the possible 
adverse impact of business activities on the natural envi-
ronment, simultaneously creating “sustainable competitive 
advantage” for a firm, according to Scuotto et al. (2020). 
Besides, ERE helps reduce risk levels while enabling the 
firm to enjoy “premium price” (Kim 2017) and increase cor-
porate efficiency (Melo and Garrido-Morgado 2012). In the 
food industry, companies tend to increase their intention to 
be identified as socially and environmentally responsible by 
customers, besides the outstanding advantages of product 
characteristics in terms of quality-related, safety-related and 
eco-friendly. Furthermore, Gangi et al. (2019a) states that 
SRE and ERE could foster the learning process that can help 
mitigate the potential risks by promoting sustainable innova-
tions, consequently, attract financial stakeholders. In addition, 
according to Gangi et al. (2021), SRE and ERE minimize 
the risk of additional costs that may happen due to a lack of 
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engagement in environmental and social responsibilities. As 
a result, this leads to improved FP.

Based on the above arguments, the author proposed the 
hypothesis of the relationship between SRE, ERE, and FP 
as follow:

H3a: SRE has a positive relationship with FP.
H3b: ERE has a positive relationship with FP.

Moreover, SRE and ERE are commonly ascribed as 
measures to determine the extent from which an enterprise 
engages in CSR (Franceschelli et al. 2019). Gangi et al. 
(2021) found that effective CG mechanism drives businesses 
to engage in social and environmental responsibilities. CG 
affects the social-environmental responsible performance in 
the sense that the structural characteristics of the board can 
influence the board's tendency to social and environmental 
engagement (Jain and Jamali 2016). In this context, effec-
tive CG mechanism help reduce possible conflicts among 
stakeholders and provide effective support to management 
level in addressing SRE and ERE concerns. Besides, Gangi 
et al. (2021) also found that SRE and ERE have a positive 
and significant relationship with FP. In this view, the CG 
mechanism impacts FP through the mediation mechanism of 
CRE and ERE. From the knowledge management perspec-
tives, SRE and ERE are seen as important procedures of 
accruing experience and knowledge (Tang et al. 2012) that in 
turn facilitate innovations (Scuotto et al. 2020) and enhanced 
FP in a sustainable manner (Martinez-Conesa et al. 2017).

In addition, Martinez-Conesa et al. (2017) asserted that 
SRE and ERE offer “innovative opportunities” by incorpo-
rating the “social and environmental issues” into the devel-
opment process of new products or processes. Besides, 
implementing corporate social and environmental responsi-
bility may help firms promote innovations by utilizing “envi-
ronmental, social or sustainability drivers” that contribute 
to breakthrough methods for developing new products, ser-
vices, processes, and markets (Gallego-Álvarez et al. 2011). 
Those outcomes will result in generating a competitive 
advantage for the firm against its competitors and improving 
FP. From the perspective of RBV theory, governance mecha-
nism and board characteristics involve in how the company 
is governed that are very important to the extent to which the 
firm engages in social and environmental responsibilities.

The above discussion indicates that CG has a crucial role in 
enhancing FP in various context. It’s shown that CG enhances 
FP with the mechanism of enhancing the competitive advan-
tage of enterprises in terms of advancing resources, advancing 
products, good reputation, enriching knowledge and accruing 
experiences that derive from corporate engagement in social 
and environmental responsibilities. In this study, the role of 
SRE and ERE is to transform CG efforts into value for society, 
the environment and the business. From the stakeholder the-
ory perspective, it holds that the mechanism of CG is central 

to guiding businesses to operate and behave in a way that is 
socially and environmentally responsible. When the enterprise 
genuinely addresses the issues of concern to the stakeholders, 
the stakeholders will have a positive response to the business 
that leads to improved corporate performance in various ways. 
In addition, according to RBV theory point of view (Barney, 
1991), resources of the enterprise from the perspective of 
CG, the board of directors is seen as the source of the stra-
tegic resources of the enterprise that enabling SRE and ERE 
efforts for the betterment of society and the environment. As 
a result, this will lead to enhanced corporate performance in 
a sustainable manner. This argument supports the hypothesis 
that SRE and ERE mediate the linkage between CG and FP 
in this study.

Based on the above arguments, the author proposed the 
hypothesis of the mediating influence of CRE and ERE in 
the relationship between FP and CG as follow:

H4a: SRE mediates the relationship between CG and 
FP.
H4b: ERE mediates the relationship between CG and 
FP.

3.2  The nexus between CG and FP

The association of CG and the various outcomes of a firm 
was approached in various aspects by previous studies. For 
instance, Samlal (2020) found that effective governance 
mechanisms positively correlate with business innovation 
capability towards sustainable development. In addition, 
Naciti (2019) found that board diversity and separating 
the roles of CEO and chairman has a positive relationship 
with organization sustainability. Moreover, according to 
Assankutty et al. (2019), the nexus between CG and FP was 
inconsistently found in the previous. For example, Arora 
and Sharma (2016); Black et al. (2006) reported that the CG 
mechanism positively impacts FP. At the same time, Diriba 
and Basumatary (2019) argued that CG does not impact FP. 
Further, Zabri et al. (2016) contended that better CG does 
not necessarily improve FP.

Current literature on CG revealed inconsistent findings 
regarding the impact of individual indicators of CG on FP. For 
instance, Lorsch and Maclver (1989) argued that large board 
size negatively impacts FP because it hinders fast decision-
making and increases operational costs associated with the 
coordination process of board’s members to reach consensus 
(Naushad and Malik 2015; Diriba and Basumatary 2019; 
Aljifri and Moustafa 2007). While Jackling and Johl (2009); 
Ciftci et al. (2019) argued that large board size provides more 
advantages by facilitating board independence and board 
diversity, those will improve firm performance. On the con-
trary, some studies stated that small board size associates with 
higher profitability than large board size (Mak and Kusnadi 
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2005; Yermack 1996). One more author determined that when 
a board consists of seven to eight people, they are less likely 
to be more effectual, which makes executives control easier 
(Jensen 1993).

CG is a complex domain because it concerns the back-
bone of the business that affects how the business is directed 
and controlled. Despite the dissonance in the findings of the 
existing literature on the relationship between CG and FP as 
discussed above, in this context, the authors argue that con-
textual factors and industry specifics play a very important 
role affecting this relationship. According to Gangi et al. 
(2019a), CSR approach aligns with the research framework 
that better CG mechanism can lead to improved FP and 
enhanced corporate social performance. Moreover, from the 
stakeholder theory (Freeman 1984), businesses have a mani-
fest motive to spend their efforts to promote their engage-
ment in social and environmental responsibilities because 
they understand the potential value derived from such prac-
tices. Through which, the business fulfills its obligations and 
responsibilities to its various stakeholders, as a result, the 
business receives positive responses from stakeholders that 
leads to improved firm performance. In addition, from the 
RBV theory, CG is seen as a source of strategic resources 
of the business that are crucial in enabling the business to 
engage in social and environmental responsibilities, conse-
quently, leading to improved corporate performance. Based 
on this argument, the relationship between CG and FP is 
reasonably hypothesized as follow:

H2: There is a significant nexus between corporate 
governance (CG) and firm performance (FP).

3.3  Research model

The research model is developed based on the above argu-
ments and the proposed research hypotheses, as Fig. 1 below.

4  Research settings and methodology

The theoretical framework of this study is principally 
adopted the relevant theories of stakeholder theory (Freeman 
1984), RBV theory, natural RBV (Barney 1991), stewardship 
theory (Muth and Donaldson 1998) with its relevance as 
stated above. This study focuses on Vietnam's food industry 
for critical reasons, as aforementioned in the introduction 
section. The object chosen for this research is SMEs, food 
manufacturers, food suppliers, and food retailers operating 
in the food industry from ten years above in the South of 
Vietnam.

The focus of this study is to examine the relationship 
between CG and FP in the context of food sector SMEs in 
emerging economy, Vietnam. In addition, this study aims at 
understanding in depth how SRE and ERE mediate the link-
age between CG and FP. This forms the proposed model as the 
Fig. 1 above which includes 1 independent variable (corporate 

Fig. 1  Conceptual Model
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governance), 1 dependent variable (firm performance), and 2 
mediating variables (SRE and ERE). The scales of these four 
variables are presented in Table 3 below.

4.1  Methodology

This study followed a quantitative approach using the CB-
SEM (Covariance-Based Structural Equation Model) tech-
nique. CB-SEM was chosen to be used in this study for 
the following arguments. First, in terms of sample size, in 
this study, the sample size was computed in accordance to 
the principle of “10-times rule” (Hair et al. 2011) and plus 
as a precaution against non-response bias. This resulted 
in computing the initial sample size up to 510 which is 
considered a large sample size. After the survey ended, 
the number of valid samples obtained was 475 which was 
also considered a large sample size, therefore CB-SEM 
was chosen as an appropriate method for this situation. 
According to Jannoo et al. (2014), the CB-SEM estimate 
is more accurate than the PLS-SEM estimate for a sample 
size of 50 and above.

Second, CB-SEM has advantages over PLS-SEM. Spe-
cifically, CB-SEM can separate the measurement error from 
the manifest variable to ensure the most accurate factor load-
ing estimate possible (McDonald 1996). Another advantage 
of CB-SEM is its ability to well identify the multicollin-
earity problem thanks to the tool of modification index 
assigned to this application (McIntosh et al. 2014). With 
this approach, CB-SEM can assist the researcher to detect 
which items have the potential to adversely affect the con-
struct meaning, while this benefit can’t be found in the case 
of PLS-SEM. In addition, the construct reliability may be 
more reliable for CB-SEM than for PLS-SEM because of 
the possibility of bias of factor loading values in PLS-SEM 
(Afthanorhan et al. 2020). Further, the estimates of average 
variance extract with CB-SEM are more accurate than those 
with PLS-SEM in different sample and model, suggesting 
that the effect of CB-SEM is not only subtle in terms of 
construct reliability. Besides, according to Reinartz et al. 
(2009), the estimation technique of CB-SEM is preferred 
over PLS-SEM for parameter accuracy thanks to the use of 
the consistent estimator in CB-SEM which helps to render 
consistent attributes in different situations. The primary data 
was collected from a questionnaire-based survey.

4.2  Sample size and procedure

The initial sample size is 510 samples that were collected 
by the random method. The research was conducted from 
January to April 2021. The survey participants were firms’ 
executives who have insights into strategic management, 
CSR, and overall operations.

The questionnaire was composed of three sections that 
include (1) Sect. 1 is respondent information; (2) Sect. 2 is 
open-ended questions for respondents’ perspectives about 
the current situation of social responsibility and environmen-
tal responsibility of businesses that participate in the value 
chain of the food industry in Vietnam; (3) Sect. 3 is close-
ended questions that aim to collect data for statistical analysis. 
The close-ended questionnaire adopted the five-point-scaled 
Likert that ranges from 1 (strongly disagree) to 5 (strongly 
agree). Particularly, there is one thing that needs to be empha-
sized is that for the questions related to “CEO duality” and 
“CEO compensation,” that responses to those questions are 
necessarily either 1 (equivalently “Strongly disagree/No”) or 
5 (equivalently to “Strongly agree/Yes”), not 2, 3 or 4. This 
is clearly explained in the questionnaire to the respondents. 
Fifteen experts validated the questionnaire in CSR, corporate 
governance – CG, and strategic management to ensure that the 
questionnaire content is clear for the survey. In addition, there 
were 45 companies employed for the pilot testing to ensure 
the consistency of the questionnaire. The questionnaire was 
then reassessed based on comments and suggestions given by 
experts and respondents.

The survey was then officially getting started by deliver-
ing questionnaires to the targeted respondents. There are two 
ways of distributing questionnaires that are either direct or 
indirect, depending on how respondents to be convenient. 
There were 495 questionnaires back that represented a 97% 
response rate. After scanning against the established criteria, 
475 qualified ones left that accounted for a 93% response 
rate. The final collected data was then used for statistical 
analysis using CB-SEM.

Table 4  Descriptive statistics of samples

Indexes “n” = 475 Percentage (%)

Gender
   Male
   Female

215
260

45.26
54.74

Age (years)
   41—46
   47—52
   From 53 above

259
215
101

33.47
45.26
21.27

Education
   Bachelor
   Master
   Above

183
218
74

38.53
45.89
15.58

Working years
   3—6
   7—11
   From 12 above

89
198
188

18.74
41.68
39.58

Size
   50—100 employees
   101—150 employees
   151—200 employees

95
245
135

20.00
51.58
28.42
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4.3  Constructs

Table 3 below presents the constructs of the proposed con-
ceptual model developed based on a careful review of the 
relevant literature.

5  Assessment of measurement 
and structural model

5.1  Descriptive statistics

Table 4 illustrates the characteristics of the final samples 
that are considered for analysis. It indicates that male gen-
der accounted for 45.26%, female gender accounted for 
54.74%; age ranges from 41—46 accounted for 33.47%, 
47—52 accounted for 45.26%, and the remaining 21.27% 
occupied by the age range from 53 years above. Among 
the valid samples collected, none are under the age of 41. 
Regarding education background, the group of bachelor 
accounted for 38.53%, while master group accounted 
for 45.89% and lastly above master 15.58%. The statisti-
cal result showed that there were no sample has a degree 
lower than a bachelor's degree. Regarding years of work-
ing for the company, range from 3—6 years accounted for 
18.74%, 7—11 years occupied 41.68% and above 12 years 
accounted for 39.58%. Of the number of valid samples 
collected, there were no one with less than 3 years of 
work. Regarding company size considered based on the 
permanent number of employees, the statistical result 

indicated that size from 50—100 employees accounted for 
20%, while 101—150 employees accounted for over half 
(51.58%) and 151—200 employees accounted for 28.42%. 
There were none of the samples obtained has fewer than 
50 employees and more than 200 employees. According 
to IFC (International Finance Corporation) (2009), which 
defined that for a company with a permanent number of 
employees less than 250 people, it is defined as a small 
and medium-sized enterprise (SME). Overall, sample char-
acteristics such as these descriptive statistics are consid-
ered satisfactorily representative for the population of this 
research context.

5.2  Assessing the reliability of the scales

The reliability statistics show that all the correlation item-
total correlations are more significant than 0.3, and Cron-
bach’s Alpha coefficients are greater than 0.7. Therefore, the 
proposed scales are reliable; thus, it is preserved as proposed 
(Hair et al. 2016). Table 5 below presents (Hair et al. 2016).

Results show that the composite reliability (CR) values 
and AVE values are higher than 0.7 and 0.5 sequentially; 
thus, all the scales ensure convergence, according to Hair 
et al. (2009). Those values are presented in Table 5 above; 
those are satisfied against the acceptance thresholds.

5.3  Discriminant validity

The square root of AVE (bold numbers) is greater than the 
correlations between latent variables (the values showed 
below the bold diagonal), and the AVE values are greater 
than MSV values; thus, discriminant validity is confirmed 
(Fornell and Larcker 1981). Table 6 below presents these 
values that supported the stated conclusion.

5.4  Evaluation of structural model

The statistical results show that all the model-fit indices are 
good against the acceptance thresholds. Table 7 below sum-
marizes the model-fit indices and results; therefore, it can 
be concluded that this model is consistent with the data (Hu 
and Bentler 1999).

Table 5  Cronbach’s alpha coefficients & average variance extract val-
ues

Variables Cronbach’s 
Alpha

Average Variance 
Extract (AVE)

Corporate governance (CG) 0.837 0.508
Social responsibility engagement 

(SRE)
0.836 0.562

Environmental responsibility 
engagement (ERE)

0.874 0.583

Firm performance (FP) 0.885 0.606

Table 6  Discriminant Validity

(***: 0.000)
SRE Social responsibility engagement, FP Firm performance, ERE Environmental responsibility engage-
ment, AVE Average variance extract, CG Corporate governance, MSV Maximum shared squared variance

AVE MSV FP ERE CG SRE

FP 0.606 0.355 0.778
ERE 0.583 0.498 0.596*** 0.763
CG 0.508 0.498 0.576*** 0.706*** 0.713
SRE 0.562 0.398 0.483*** 0.427*** 0.631*** 0.749
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In addition, R-square  (R2) values were analyzed to assess 
the structural model. The results show that  R2 values are 
greater than 0.1; thus, the proposed model is good and fit 
(Falk and Miller's 1992). Table 8 below presents the  R2 val-
ues that supported the stated conclusion.

Furthermore, all the standardized regression weights 
appeared higher than 0.5. Thus, all observed variables are 
significant in confirmatory factor analysis (CFA) (Hair et al. 
2009). Table 9 below shows these values that are accepted 
against the acceptance thresholds and Fig. 2 below is the 
CFA results.

Further, all variables are proved to be significant in the 
model (p-values < 0.05). Table 10 below presents the rel-
evant values and Fig. 3 below is the path diagram of the 
research model.

5.5  Bootstrapping results

5.5.1  Impact analysis

Table 11 below presents the standardized regression weights 
and p-values which indicates that CG has a direct and posi-
tive relationship with SRE (+ 0.628; p < 0.05) and ERE 
(+ 0.703; p < 0.05). Likewise, SRE and ERE have a positive 
and significant relationship with FP, respectively (+ 0.208; 
p < 0.05) and (+ 0.385; p < 0.05). In addition, result shows 
that corporate governance positively and significantly affects 
FP (+ 0.172; p < 0.05). In relation to the mediation effect of 
CRE and ERE on the linkage between CG and FP, result 
indicates that SRE and ERE mediate the association of 
CG and FP, respectively (+ 0.131; p < 0.05) and (+ 0.271; 

p < 0.05). In overall, the impact of CG on ERE is stronger 
than that of CG on SRE. Likewise, the impact of ERE on FP 
is stronger than that of CRE on FP. This result shows that 
CG plays an important role in the strategic resources of the 
enterprise that have a stronger impact on corporate engage-
ment in environmental responsibility, consequently, make a 
stronger impact on FP.

5.5.2  Bootstrap test

The bootstrap test was carried out with a 1000 sample 
loop. According to Efron and Tibshirani (1993), bootstrap-
ping specifies precision measurements (bias, variances, 
confidence intervals, predictive errors, etc.) for sample 
estimates. Comparing the absolute value of C.R (Critical 
Ratios) with 1.96 (1.96 is the value of the normal distri-
bution at 0.9750, meaning that 2.5% one-sided, two-sided 
would be 5%. Result indicates that the absolute value of 
C.R (Critical Ratios) in all relationships is less than 1.96, 
so the bias is zero, statistically significant at 95% con-
fidence level, the model has high reliability estimation. 
Table 12 below presents the bootstrapping result.

Table 7  Model-Fit-Analysis

Indices Description Accepted threshold Values Concluded

RMSEA “Root mean square error of 
approximation.”

“0.08 ≤ Value ≤ 0.10 (mediocre fit); Value < 0.8 (good fit)” (MacCallum 
et al. 1996); “Value ≤ 0.05 (close fit)” (Hair et al. 2010)

0.013 Good fit

PCLOSE p of close fit Value > 0.05
(Hu and Bentler 1999)

1.000 Good fit

CFI Comparative Fit Index Value > 0.90
(Hu and Bentler 1999)

0.997 Good fit

GFI Goodness-of-fit statistics Value > 0.90 (Miles and Shevlin 1998) 0.967 Good fit
CMIN / DF Chi-square / df “Value < 3 (good); Value < 5 (acceptable)” (Hair et al. 2010) 1.076 Good fit
TLI Tucker Lewis Index “Value > 0.9” (Hair et al. 2010) 0.994 Good fit

Table 8  R Square values Variables R2

Social responsibility 
engagement (SRE)

0.394

Environmental respon-
sibility engagement 
(ERE)

0.494

Firm performance (FP) 0.431

Table 9  Standardized regression weights

SRE Social responsibility engagement, FP Firm performance, ERE 
Environmental responsibility engagement, CG Corporate governance

FP1 < –- FP 0.791 ERE1 < –- 
ERE

0.764 CG2 < –- CG 0.716

FP2 < –- FP 0.756 ERE5 < –- 
ERE

0.786 SRE4 < –- 
SRE

0.745

FP5 < –- FP 0.794 ERE2 < –- 
ERE

0.740 SRE3 < –- 
SRE

0.773

FP4 < –- FP 0.784 CG3 < –- CG 0.750 SRE1 < –- 
SRE

0.733

FP3 < –- FP 0.766 CG5 < –- CG 0.718 SRE2 < –- 
SRE

0.745

ERE4 < –- 
ERE

0.743 CG4 < –- CG 0.671

ERE3 < –- 
ERE

0.783 CG1 < –- CG 0.708
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6  Discussion

Before discussing the results to conclude the research hypoth-
eses, the authors evaluate the degree of influence between 
variables in the model through assessing the results shown 
in Tables 9 and 10 above. The results shown in Table 10 
above show that the weight of CG on the variables that it 
affects has a significant difference. Specifically, the weight 
of CG on ERE appeared the highest (+ 0.625), followed by 
SRE (+ 0.576), and finally FP (+ 0.162). Similarly, there 

is a significant difference between the weight of the ERE 
on FP (+ 0.406) and the weight of the SRE on FP (0.213). 
Next, consider the weight of each observed variable to the 
corresponding latent variable that it measures through the 
evaluation of the results presented in Table 9 above. It shows 
that all observed variables are significant in the CFA and are 
weighted at a relatively small difference. For FP, the results 
show that the weight of FP5 is highest (+ 0.794), respectively 
followed by FP1 (+ 0.791), FP4 (+ 0.784), FP3 (+ 0.766), 
and finally FP2 (+ 0.756). For ERE, the results show that 
the weight of ERE5 is highest (+ 0.786), respectively fol-
lowed by ERE3 (+ 0.783), ERE1 (+ 0.764), ERE4 (+ 0.743), 
and finally ERE2 (+ 0.740). For CG, the results show that 
the weight of CG3 is highest (+ 0.750), followed by CG5 
(+ 0.718), CG2 (+ 0.716), CG1 (+ 0.708), and finally CG4 
(+ 0.671). For SRE, the results show that the weight of SRE3 
is highest (+ 0.773), followed by SRE2 (+ 0.745) and SRE4 
(+ 0.745), SRE1 (+ 0.733). In general, the weights of the 
observed variables on the latent variables are quite similar.

Results show that the path between CG and SRE is posi-
tive and significant (+ 0.628; p < 0.05). Therefore, hypoth-
esis  1a  (H1a) is supported that CG has a positive direct 

Fig. 2  Confirmatory factor 
analysis (CFA)

Table 10  Regression weights

SRE Social responsibility engagement, FP Firm performance, ERE 
Environmental responsibility engagement, CG Corporate governance

Estimates S.E C.R P-values

SRE < –- CG 0.576 0.054 10.676 0.000
ERE < –- CG 0.625 0.052 11.923 0.000
FP < –- SRE 0.213 0.063 3.373 0.000
FP < –- ERE 0.406 0.074 5.479 0.000
FP < –- CG 0.162 0.078 2.068 0.039
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relationship with SRE. Furthermore, this relationship is 
found significant. This finding supported the previous stud-
ies of Manning (2015) and Jain and Jamali (2016). From the 
stakeholders’ perspectives, the CG mechanism orients firms 
towards social interests with respect to the right of humans 
in internal community and external community (Melo and 
Garrido-Morgado 2012). In return, this leads to increased 
firm’s awareness as socially responsible corporate (Surroca 
et al. 2010) that will benefit the firm in ways of strengthen-
ing relationships with its stakeholders that will gain valuable 
support from stakeholders in various ways.

Similarly, the path between CG and ERE is positive and 
significant (+ 0.703; p < 0.05). Thus, hypothesis  1b  (H1b) 
is supported that CG has a positive direct relationship with 
ERE. This relationship is found significant. In addition, 
results indicate that the impact of CG on ERE is stronger 
than that on SRE (+ 0.703 vs. + 0.628). This finding sup-
ported that of previous studies of Manning (2015); Jain and 
Jamali (2016), and (Melo and Garrido-Morgado 2012) in the 
sense that the CG mechanism directs firms towards environ-
mental interests by promoting innovation and improvement 
towards sustainability, also, invest in an environmental man-
agement system, from the stakeholders’ point of view. As a 
result, a firm’s awareness will be increasingly improved as 
environmentally responsible (Surroca et al. 2010), benefit-
ing the firm in various ways from enhanced attachment by 
stakeholders.

Results supported hypothesis 2 (H2) that CG has a posi-
tive direct relationship with FP (+ 0.172; p < 0.05). This rela-
tionship is significant. This finding supported the previous 
studies of Arora and Sharma (2016); Black et al. (2006) 
but contradicted Diriba and Basumatary (2019) as they 
argued that CG does not have any impact on FP and Zabri 
et al. (2016). They stated that better CG does not necessar-
ily lead to enhanced FP. This heterogeneity of findings can 
be explained by the contextual factors. Besides, approaches 

Fig. 3  Path Diagram of Research Model

Table 11  Standardized regression weights & p-values

SRE Social responsibility engagement, FP Firm performance, ERE 
Environmental responsibility engagement, CG Corporate governance

Estimates p-value

SRE < –- CG 0.628 0.000
ERE < –- CG 0.703 0.000
FP < –- SRE 0.208 0.000
FP < –- ERE 0.385 0.000
FP < –- CG 0.172 0.039
CG – > SRE – > FP 0.131 0.002
CG – > ERE – > FP 0.271 0.001
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and approach perspectives can also contribute to the het-
erogeneity of the findings of previous studies. Consider-
ing the results of this study, it indicates that in the current 
context of Vietnam, for SMEs in the food industry, the CG 
mechanism is important to FP. This happens in the sense that 
board characteristics add values by having firm equipped 
with “knowledge, values, relationships that lead to a sustain-
able corporate culture” Gangi et al. (2020) and Intezari et al. 
(2017), from the RBV perspectives, those lead to improved 
corporate social performance and enhanced FP (Gangi et al. 
2019a).

The path between SRE and FP is positive and significant 
(+ 0.208; p < 0.05). Therefore, hypothesis  3a  (H3a) is sup-
ported that SRE directly positively and significantly affects 
FP. This finding supported the previous studies of Martinez-
Conesa et al. (2017) in the sense that corporate SRE stimu-
lates firm to promote sustainability innovation (Scuotto et al. 
2020), from the knowledge management perspectives (Tang 
et al. 2012), that leads to improved products’ quality, prod-
ucts’ eco-friendly safety (Gangi et al. 2020) that will result 
in favoring firm for enhanced customers’ satisfaction, gained 
premium prices advantage those are of important drivers of 
FP. In addition, SRE contributes to minimizing the potential 
risk of additional cost due to lack of social responsibility and 
contributes to generating a sustainable competitive advan-
tage that will improve FP (Gangi et al. 2020).

The analytical results support the relationship between 
ERE and FP. Therefore, hypothesis  3b  (H3b) is confirmed 
that ERE directly positively and significantly affects FP 
(+ 0.385;p < 0.05). From the natural RBV perspectives 
(Barney 1991), this finding reinforces the previous study of 
Scuotto et al. (2020) that ERE facilitates the firm to achieve 
superior results by adopting sustainability innovation and 
improving innovation capacity. Such innovations are sig-
nificant in limiting the natural constraints and creating a 
sustainable competitive advantage for the firm. In addi-
tion, this result supports the finding of Dhiaf et al. (2021) 
that initiatives to reduce harmful effects of business opera-
tions on the environment have a positive effect on business 
performance, especially in the context of Covid-19. At the 
same time, it enables the firm to achieve “premium price” 
by customers (Kim 2017) and “increased efficiency” (Melo 

and Garrido-Morgado 2012), minimizes potential financial 
risk, and enhances competitive advantage in a sustainable 
direction. Overall, those will result in enhancing FP (Gangi 
et al. 2020).

Finally, the indirect relationship between CG and FP 
is demonstrated by the mediating role of SRE (+ 0.131; 
p < 0.05) and ERE (+ 0.271; p < 0.05). Therefore, hypoth-
esis  4a and  4b are supported that SRE and ERE mediate the 
relationship between CG and FP. From the stakeholders’ per-
spective (Freeman 1984); RBV and natural RBV (Barney 
1991), and knowledge management perspectives (Tang et al. 
2012), a better CG mechanism is a center of organization 
that orients firm towards SRE and ERE that facilitates the 
accumulation of knowledge and experiences to continuously 
improving processes and sustainably innovate (Scuotto et al. 
2020). As a result, this increases stakeholders’ awareness of 
corporate socially and environmentally responsible behav-
iors, enhances products’ quality and safety (Gangi et al. 
2020), practical contributions to environmental protection 
by reducing emissions and pollutants emitted, etc. In return, 
this enhances customers’ satisfaction, enjoys price pre-
mium, and minimizes additional cost potential that leads to 
improved FP in various ways, according to Martinez-Conesa 
et al. (2017).

This study is among the very few to date in the existing 
literature that examines the effect of CG on FP with the 
mediating role of SRE and ERE. In overall, the findings of 
this study support the previous studies of Gangi et al. (2021) 
those found that CG has a positive relationship with cor-
porate social and environmental responsibility engagement 
that ultimately leads to improved FP; Shaji and Shajahan 
(2020) and Hussain et al. (2019) those contended that CG 
positively and significantly affects FP. Besides, the results 
of this study contrast with the findings of Assankutty (2019) 
that CG negatively and significantly affects FP; Diriba and 
Basumatary (2019) that CG has no effect on FP. Moreover, 
the findings of this study differ from previous studies of 
Bawaneh (2020) that CG component individually has a dif-
ferent level of impact on FP, positive and negative and mixed 
effects; Yihun et al. (2019) that CG mechanisms are found 
to affect FP differently depending on the individual compo-
nent, whereby board size has a significant negative effect on 

Table 12  Results of 
bootstrapping

SRE Social responsibility engagement, FP Firm performance, ERE Environmental responsibility engage-
ment, CG Corporate governance

Parameter SE SE-SE Mean Bias SE-Bias C.R

SRE ← CG 0.037 0.001 0.628 0.000 0.001 0
ERE ← CG 0.035 0.001 0.702 -0.001 0.001 -1
FP ← SRE 0.061 0.001 0.210 0.002 0.002 1
FP ← ERE 0.067 0.002 0.382 -0.003 0.002 -1.5
FP ← CG 0.080 0.002 0.171 -0.002 0.003 -0.66667
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FP; on the contrary, board diversity and board experience 
have a significant positive effect on FP; Shao (2019) that 
the relationship between CG structures and FP is found to 
be different, some are positive, some are negative, and some 
have no effect.

Based on the findings as discussed above, this study pro-
vides theoretical implications and managerial implications 
as follows.

6.1  Theoretical implications

This study contributes to expanding the existing literature on 
the association of CG and FP in various ways. Firstly, this 
study contributes to the richness of the existing literature on 
CG and FP and contributes to addressing the scarcity due 
to the lack of empirical research on this area for the food 
industry in emerging economies. Secondly, this study pro-
vides further empirical evidence on the vital role of CG in 
enhancing corporate competitive advantage and improving 
performance that previous studies have validated in differ-
ent research contexts as stated. Thirdly, this study provides 
a further complex integrated model in which SRE and ERE 
are separately added to mediate the relationship between 
CG and FP, which has not been explored in depth by pre-
vious studies, especially for the context of an emerging 
economy like Vietnam. This provides an expanded view of 
CG’s potential to improve FP sustainably, reinforcing CG's 
important role in improving corporate sustainability perfor-
mance. Fourthly, this study contributes to completing the 
multidimensional measures of SRE and ERE on a separate 
basis. This represents the necessary clarity in the current 
context when businesses are suffering from many challenges 
related to their continuity ability, thus, the primary concern 
is what and how to continue their businesses. In this context, 
it is critical to clarify a clear path from the effort to concrete 
results to motivate the business to bounce back and keep 
going.

This study provides some contributions to the theoretical 
aspects. Accordingly, this study notably supports the stake-
holder theory and RBV theory by affirming that through 
SRE and ERE, businesses fulfill their responsibilities to 
stakeholders, society, and the environment, thereby enhanc-
ing competitive advantage and improving operating results 
a healthy direction. In addition, CG, SRE, and ERE are 
determined as corporate resources to generate competitive 
advantage and performance improvement in a sustainable 
manner. This study demonstrates the value of CG mecha-
nism for the manner in which an enterprise identifies its 
responsible activities towards society and the environment. 
In the field of operations management, this study provides an 
understanding of how CG can improve FP through SRE and 
ERE by proposing an integrated model that derived from the 
combination of four variables including CG, SRE, ERE, FP. 

Moreover, it provides an understanding of the phenomenon 
of SRE and ERE transforming CG efforts into corporate 
values achieved through enhancing its engagement in social 
and environmental responsibilities. In the context of the 
Covid-19 epidemic and climate change, various stakehold-
ers of the business are more interested in how the business 
is governed to get through this crisis and towards sustain-
able development in the future. Therefore, in the field of 
operations management, this study provides an impetus for 
businesses to act boldly to achieve an effective governance 
mechanism as suggested for efficient operations management 
in the new context, towards a new value chain on the basis of 
balancing social, environmental and economic values.

6.2  Managerial implications

This study provides some important managerial contribu-
tions that may be of great interest to business practitioners, 
entrepreneurs, executives, and managers for better govern-
ance, competitiveness, and efficiency. The first contribution 
is the insight into an effective CG mechanism for SMEs in the 
food industry in the current economic settings in Vietnam. 
The results suggest that a smaller board size provides more 
advantages than a larger board size in saving operational 
costs associated with the coordination process of board’s 
members to reach consensus (Diriba and Basumatary 2019; 
Naushad and Malik 2015) and facilitates faster decision mak-
ing that may help capture opportunities beyond competitors 
(Lorsch and Maclver 1989), results in generating higher prof-
itability (Mak and Kusnadi 2005; Yermack 1996). Interest-
ingly, the finding suggests that for the current context of food 
sector SMEs, the appropriate size of the board of directors is 
no more than seven directors. Therefore, it implies that the 
board size should be less than seven people to be more effi-
cient (Jensen 1993). With regards to “board independence”, 
the results imply that the higher the degree of independence, 
the better the impact on FP because “independent directors” 
can help mitigate “agency problems”, simultaneously facili-
tate “manager's compliance with stakeholder responsibili-
ties”, according to Jain and Jamali (2016). In relation to the 
“board diversity”, the results imply that the higher the ratio 
of female directors on the board, the engagement on social 
and environmental responsibility would be more favorable 
because female directors tend to bring more ethical stances 
into running the organization (Gangi et al. 2020). Regard-
ing “CEO duality”, the results imply that while the CEO 
concurrently holds the chairmanship, it will limit the social 
and environmental responsibility engagement (Gangi et al. 
2019a, b). Further, concerning “CEO compensation,” the 
finding implies that when CEO remuneration is linked with 
shareholder’s returns, it may prevent the CEO from “oppor-
tunistic behaviors”, which will result in increasing social and 
environmental responsibility engagement. Importantly, as the 
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board of directors, it is necessary to consider a compensa-
tion package for the CEO that includes financial benefits and 
non-financial incentives. This notion supports the steward-
ship theory point of view (Muth and Donaldson 1998).

The second contribution of this study in terms of mana-
gerial implication is the assertion that CG influences the 
extent to which firms engage in socially and environmentally 
responsible activities. In return, besides the social and envi-
ronmental values created, this also brings values to improve 
FP through indicators such as ROE, EBITDA, ROA, market 
share growth, and sales growth rate. From the operational 
management perspective, this study implies that enterprises 
need to focus on strengthening their engagement in social 
and environmental responsibilities through increasing in 
using eco-friendly materials and packaging; installing envi-
ronmental management system to reduce pollutants emitted; 
improving processes continuously to reduce consumption of 
inputs such as materials, water; applying actively optimal 
electrical equipment to reduce consumption of energy in 
order to reduce emissions; innovating sustainably to enhance 
efficiency and productivity; non-discrimination in the 
work environment; developing employees’ competencies; 
absolutely no harmful substances are used in the product; 
improving products’ quality continuously.

The third contribution is the provision of insight into how 
CG improves FP towards sustainability. Results imply that 
when a firm possesses a suitable CG mechanism, engage-
ment in environmental and social will be more favorable. 
Whereby directors truly play a significant role in CG system 
that strategically proactively equip firm with knowledge, 
expertise, and experiences that are accumulated and shared 
by proper management processes, together with “relation-
ships and values that lead to maintainable corporate cul-
ture” (Gangi et al. 2020; Intezari et al. 2017) and reduce the 
conflict potential between stakeholders (Fang et al. 2013). 
This will result in promoting improvement and innovation 
that associated with improved quality management system 
to meet the expectations of stakeholders (Parast 2021; Hall 
and Johnson-Hall 2021), enhanced customer satisfaction, 
achieved premium price, reduced negative impact on the 
environment, minimized the burden to society. Those are 
critical for enhancing stakeholders’ awareness of the firm as 
social-environmental responsible, increasing stakeholders’ 
attachment, and improving firm performance in a sustain-
able direction (Manning et al. 2006). This suggests that cor-
porate executives should consider integrating the strategy of 
economic and social responsibility into the long-term busi-
ness development strategy. Through that, businesses engage 
in social and environmental responsibilities as their primary 
obligations that they have to perform in parallel with their 
operations. In turn, this leads to addressing the interests of 
various stakeholders on the basis of balancing economic, 
social and environmental values.

The fourth managerial implication is for the govern-
ment, especially for policymakers with the implication 
that the business world is very important to the national 
economy. Therefore, the success or failure of an enter-
prise has an impact on the health of the national economy 
in general. In addition, the issue of climate change and 
its consequences forces relevant organizations around the 
world to take tougher action through the form of regu-
lations and agreements on climate change (Guiot and 
Cramer 2016). Accordingly, it requires countries to com-
mit and drastically practice following the roadmap to con-
trol climate change from now on. Therefore, from the per-
spective of state governance, policymakers are expected 
to react quickly and act promptly to help businesses trans-
form appropriately in a timely manner in response to the 
unprecedented crisis caused by the Covid-19 epidemic 
(Qin et al. 2021). Moreover, policymakers should have 
strong policies in place to stimulate businesses on a large 
scale to strengthen their engagement to social and environ-
mental responsibilities in their business operations. This 
will result in generating values not only for the benefit of 
enterprises but also for society, the environment and the 
nation as a whole. In the context of an emerging economy 
like Vietnam, most SMEs are governed under the family 
mechanism, so the economic benefits of enterprises are 
often prioritized over other interests. While engaging in 
social and environmental responsibilities may not bring 
immediate economic benefits to the businesses, therefore, 
they may not be bold enough to change because they are 
afraid that such change may affect their economic benefits 
for a certain period of time. Therefore, government policy-
makers should have strong and attractive policies for busi-
nesses to boldly change. Moreover, the policy should be 
specific to the industry to make the government's support 
more practical. The goal is to shift the corporate govern-
ance mindset of SMEs from economic focus to sustainable 
development on the basis of balancing economic, social 
and environmental values.

6.3  Limitations and future scope of the study

Besides the significant contributions as stated above, this 
research also has some limitations that provide opportuni-
ties for future research on CG and FP to enrich the extant 
literature. Firstly, this study prioritized its focus on food 
enterprises (SMEs), so respondents' responses in terms of 
CG structure and characteristics may differ depending on 
industry characteristics and environmental contexts. There-
fore, future studies may consider larger-sized firms and dif-
ferent business sectors. Secondly, this study focuses on sev-
eral regions of Vietnam; consequently, the results may show 
discrepancies in different economic contexts. Hence, future 
research should consider other regions. Thirdly, this study 
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applied the quantitative method. Thus, future studies may 
consider combined methods to diversify research methods 
in this domain.

7  Conclusion

The research outcomes of this paper proved that the CG 
mechanism has a direct and indirect impact on FP. These 
relationships are significant and positive as above discus-
sions. In addition, SRE and ERE play a mediating role in the 
relationship between CG and FP. The novelty of this study is 
the important insights into how CG mechanism to be effec-
tive for food sector SMEs in emerging economy. In addition, 
how CG mechanism contributes to improving FP towards 
sustainability through engaging in social and environmental 
responsibilities reinforces the originality of this study. This 
study provides a highly practical contribution, especially 
for business operations management in the post-Covid-19 
context. Because the present context refers to the possible 
future situation that it will be difficult for business executives 
to restart their businesses and focus only on efficiency and 
growth, neglecting necessary activities for sustainability as 
a practice of risk management (Barbieri et al. 2020).

Although this study focuses on the food industry in the 
context of SMEs in an emerging economy like Vietnam, but 
the theoretical and managerial contributions of this study 
are expected to be useful not only for the food industry in 
Vietnam but also for other sectors and in other emerging 
economies. First, the context of the Covid-19 epidemic and 
climate change is not a problem for just a single economy 
but a global problem. Accordingly, the business world glob-
ally must raise high commitment to social and environmen-
tal responsibility in their business operations, of which the 
Vietnamese business community is a part. Second, there is a 
similarity among economies that the proportion of SMEs in 
the national economy is high, averaging over 90% (Schaper 
2020). Third, with pressure from primary stakeholders of 
the business and relevant organizations, not only businesses 
in the food industry but also other industries must change 
to adapt, to survive and develop in the new context, other-
wise the rejection will be sooner or later. This discussion 
represents the generalizability of this study's results to other 
sectors and economies.

The contributions of this study may be of significant inter-
est to academics, experts, business practitioners, and poli-
cymakers. Notably, it is critical for enterprises to improve 
operational efficiency by improving core competencies and 
the socio-economic development of the nation, region, and 
the world as a whole. Moreover, it significantly contributes 
to enabling the Paris Agreement on Climate Change that 
Vietnam is a member (Guiot and Cramer 2016). Accord-
ingly, it requires serious efforts and practical solutions of 

participating countries to reduce greenhouse gas emissions, 
prevent environmental pollution, and protect the environ-
ment in various ways. In order to achieve this, the country 
and region will need the joint efforts of the business force, 
specifically SMEs, as this is the force that makes up the 
vast majority that accounts for over 90% of all businesses in 
Southeast Asia (Schaper 2020). This affirms the backbone 
role of SMEs in the national and regional economy (Pratama 
2019), and at the same time, being a powerful force in envi-
ronmental protection.
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