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1. Introduction

Over the last few years, studies on CSR including its environmental, social and economic issues constitute an interesting area
of research. However, given the specificities of developing countries compared with the developed ones in terms of institu-
tional framework, sources of economic growth, and lags in human development, it is not reasonable to transfer the arguments
and conclusions of the research applied in developed countries to developing ones (Idemudia, 2011; Moon & Shen, 2010;
Jamali & Karam, 2018). This is why the analysis of CSR in case of developing countries still remains a topic of research
which has not yet sufficiently been explored. In this regard, attention was carefully attributed to the effects of CSR strategy
on financial performance (Callan & Thomas, 2009) through a set of mediating effects, such as reputation (Orlitzky et al.,
2003), firm visibility (Martinez-Ferrero & Frias-Aceituno, 2015; Hou, 2019), and stakeholders (Madsen & Rodgers, 2015).
Several studies have analyzed the mediating role of innovation in CSR-based competitiveness models. These mediating effects
of innovation have been examined according to Resource-Based-View by Saeed and Archad (2012) who showed that the
detention, creation and sharing of information as social capital exerts a mediating effect on the relationship between CSR and
competitive advantage beside the reputational capital. Other researches have analyzed the joint mediating effects of innovation
and those exerted by other variables in their models of CSR-based competitiveness. These include learning (Vilanova et al.,
2009), productivity (Al-Shuhaibi, 2016), investment (Marin et al., 2017), and social capital (Zhao et al., 2019) as additional
mediating variables besides innovation. Based on the previous literature that analyzed CSR-based competitiveness model, we
found some gaps that we addressed in this paper, which can be summarized as follows: First, to the best of our knowledge,
there is no research that empirically analyzed the conditional effects of CSR on competitive advantage through innovation in
general, and responsible innovation in particular. Indeed, in the majority of previous studies that have focused on CSR-based
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competitiveness, they have limited to analyze the mediating effect of innovation, not separately, but jointly with mediating
effects of other variables (Al-Shuhaibi, 2016; Marin et al., 2017; Zhao et al., 2019). Second, a limited number of researches
that have analyzed the effects of the CSR strategy, whether reactive or strategic, on the firm performance through the media-
tion of innovation (Bocquet et Mothe, 2010; Bocquet et al., 2017), and no research that empirically analyzed the moderating
effects of the firm size and the activity sector in this mediation model. Third, although oriented towards developing countries,
some other research studies on CSR-based competitiveness (Al-Shuaibi, 2016; Anser et al., 2018) have neglected important
aspects specific to these countries. Indeed, since the CSR approach remains in its embryonic phase and lacks culture in the
behavior of firms in developing countries, it is essential to distinguish between the CSR strategies that strengthen the com-
petitiveness in these countries.

In light of these gaps, the current inquiry aims to analyze the role of reactive CSR and strategic CSR in determining compet-
itive advantage by taking into account the mediating effects of responsible innovation. This is why we aim here to demonstrate
how responsible innovation mediates the effects of reactive and strategic CSR on the competitive advantage of SMEs in the
Saudi case. The central question of our paper is as such: Are the effects of strategic and reactive CSR on competitive advantage
through responsible innovation conditioned by the firm size and the activity sector? Accordingly, the contributions of this
study can be summarized as follows. First, we analyzed the conditional effects of CSR on the competitive advantage of
enterprises through responsible innovation. These conditional effects stem from the moderating effects of the firm size and
the activity sector. Second, we tried to show that the effects of firm size and activity sector in this moderated-mediation model
differ according to the CSR strategy adopted by the firms. Third, although the firm size and the activity sector were retained
in some research (Margolis & Walsh, 2001; Siegel & Vitaliano, 2007; Bocquet & Mothe, 2010) as key factors in determining
the effects of CSR on the competitiveness of firms, there is no empirical research that has focused on their conditional effects
between strategic and reactive CSR and responsible innovation. To this end, we propose an empirical study analyzing the
moderating effects of firm size and activity sector in the relationship between strategic and reactive CSR and responsible
innovation. Finally, we chose to validate this model in the case of an emerging country such as Saudi Arabia. In this regard,
one of the developing countries that deserve to be analyzed in terms of socially responsible business is Saudi Arabia. The
success of the CSR model in Saudi Arabia can have repercussions on its policies of the choice of renewable energy as a
substitute for the fossil energy, the production of green innovation as a new lever for economic growth, and the development
of human welfare. This is especially important since Saudi Arabia, according to the Organization of the Petroleum Exporting
Countries (OPEC), holds 18% of the proven oil reserves and is ranked as the world's leading producer and exporter of oil. In
addition, 50% of GDP and 70% of exports come from the oil and gas sector. In fact, Saudi Arabia has set new challenges
under the vision 2030 in terms of diversification of sources of economic growth and new trends in social welfare and the
environment management. To this end, Arabian General Investment Authority has set a number of priorities for the creation
of integrated sites that aim to diversify the economic fabric, the absorption of unemployment by creating more than one
million jobs, the encouragement of private-public partnership while preserving the environment, and encouraging energy
saving and sustainability. However, despite these attempts, according to the report of the World Economic Forum in 2018,
Saudi Arabia is ranked 39" among the most competitive nation in the world, the gap is widening on a world scale. In addition,
Saudi Arabia has 90% of SMEs, creating 60% of the total employment, which reflects the role played by this type of enter-
prises as the main animator of the economic activity. The predominance of SMEs compared to the larger firms may have
significant effects on the practice of CSR in Saudi Arabia. Indeed, these SMEs are less concerned with socially responsible
business and their sustainability, and more interested to their survival on the market. Therefore, it is interesting to make the
CSR policy as a strategic approach for these companies and not only under the pressures exerted by the different stakeholders.

This paper is structured as follows: First, we exposed the literature on the relationship between the CSR strategy and the
competitive advantage, the mediation role of responsible innovation, as well as the conditional effects of the firm size and the
activity sector in this relationship. Then, we explained our research methodology followed by a presentation and a discussion
of the results. Finally, we have proposed a set of theoretical, practical, policy implications and limitation of the paper.

2. Literature review and hypotheses development
2.1. CSR strategy and competitive advantage

Most of prior research that focused on responsible innovation have shown that a socially responsible or "sustainability-ori-
ented" innovation creates additional environmental and social value-added, along with increased competitive advantage of
companies (Halme & Korpela, 2014). In this regard, environmental and social dimensions must be considered in the produc-
tion and development of new products and processes (Adams et al., 2016, Boons et al., 2013; Klewitz & Hansen, 2014). In
fact, responsible innovation has been described by McGregor and Fontrodona (2007) as "sustainable design", which deals
with how designers take environmental and social concerns into account in order to propose innovative solutions. For many
actors (business leaders, policy-makers, professional unions), the CSR is no longer perceived merely as a constraint, but also
as an opportunity for social cohesion and competitiveness of companies. From an economic point of view, CSR is seen as a
balanced way of managing wealth, but, also risks by taking into account the interests of all stakeholders (employees, custom-
ers, suppliers, local authorities, consumers etc.). Indeed, many studies have shown that responsible innovation allows real
gains for companies: Higher prices for green products or services, image gains, cost reductions linked to better use of resources
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(Porter and van der Linde, 1995; Shrivastava, 1995; Henriques & Sadorsky, 1999), and the improvement of the quality of
products and services. However, the effect of CSR on the competitive advantage must take into account the reactive or stra-
tegic nature of CSR practices. According to the reactive approach, sustainable development was perceived as a constraint,
triggered by pressure from public opinion and governments (Nidumolu et al., 2009). They are, therefore, far removed from
business concerns (Porter & Kramer, 2006). In this case, integrating the firm into a sustainable development approach is
aligned with the current “Business Ethics”, which emphasizes the moral necessity for the company to carry out its activities
in a socially responsible manner. Moreover, many studies show that sustainable development and competitiveness of compa-
nies are not antinomic. This idea is justified by the measures that make it possible to achieve savings in terms of energy costs
or resources or to respond to market opportunities while contributing to the preservation of the environment. In this case, the
responsible innovation is a response to the strategic approach. This approach generally involves the theory of resources and
competences, developed in particular by Wernfelt (1984) and Hamel and Prahalad (1990), or “dynamic capacities” (Teece et
al., 1997). Moreover, neoclassical approaches have postulated that responsible innovation is justified by the search for profit
(Capron & Quairel-Lanoizelée, 2007). The alignment between CSR, responsible innovation and competitiveness, therefore,
appears relevant and meaningful.

The two strategic and reactive approaches which interpose in the relationship between responsible innovation and competitive
advantage can be reconciled around one common point which is the role of resources. Hart (1995) noted that one of the key
capabilities of firms, in a perspective of competitive advantage, lies in its resources to deal with the environmental issue. This
is what he calls a natural-resource-view of the firm. According to the Resource-Based-View (RBV), which assigns resources
a driving role in the creation of the competitive advantage of firms, the competitive position of a company dependent on its
reputation on the market (Lai et al., 2010). Indeed, this reputation encourages the positive reactions of the various stakeholders
in their decision-making processes: The attractiveness of skills from the job market, the encouragement of investors to invest,
and the motivation of consumer demand for goods and services (Maden et al., 2012). In this respect, the business sustainability
is explained by a good image thanks to a positive attitude and a greater attachment of the consumers, which further strengthens
the reputation of the company (Hur et al., 2014). However, this reputation may be unclear and does not reflect the specific
characteristics of the products and services produced by the company or the nature of its activity. The literature qualifies this
action by CSR washing. To this end, the neo-institutional theory considers that if companies profit more from CSR practices
they must proceed to limit consumer skepticism regarding CSR claims (Brammer & Pavelin, 2006; Pomering & Donicar,
2009) and seemingly high performance in responsible actions (Barnett and Solomon 2006). This approach makes it possible
to take into account the expectations of different stakeholders, in particular through a good management of the products,
throughout their life cycle, which can boost the competitive position of the firm in the market. This contribution is clearly in
the environmental field, from a strategic perspective. More recently, a set of francophone researches (e.g. Brion et al., 2008;
Depret & Hamdouch, 2009) has exploited data from surveys carried out in Luxembourg companies to identify the relationship
between responsible innovation and competitiveness based on CSR. In particular, the realization of radical or incremental
innovations, but not organizational, has a positive impact on the propensity to implement CSR approaches. They interpret
these observations by considering that the CSR behavior of the company can be assimilated to an investment in a social
technology whose adoption should have a positive impact on the performance of the firm, as well as, in complementary with
the" technological innovation.

For their side, Bocquet and Mothe (2010) have sought to determine whether commitment to CSR can lead to technological
innovation. They find that companies engaged in reactive CSR approaches mainly develop incremental innovations, whereas
those that have opted for strategic CSR implement more radical technological innovations, regardless of the size of the com-
pany. In addition, the CSR voluntary criterion reflects strategic thinking among companies wishing to integrate social and /
or environmental concerns at the heart of their strategy. Opening up to social and environmental issues inscribes the company
in a broad consideration of its stakeholders (Aggeri & Godard, 2006) and assigns it a responsibility towards the actors with
whom it interacts, directly or indirectly. Bocquet and Mothe (2010) interpreted this result by considering that when CSR is
strategic for the company, relationships with stakeholders are more numerous, whereas when it is only reactive, companies
concentrate their stakeholders, including internal stakeholders, employees and then customers. Moreover, Porter and Kramer
(2006) also analyzed the relationship between CSR and competitiveness based on the strategy of CSR. On the one hand, the
reactive CSR strategy aims to respond to the various pressures exerted by the company's stakeholders. On the other, strategic
CSR adoption, which goes beyond the implementation of good practices (and compliance with legislation, especially in the
social field) and requires coordination between CSR practices and business strategy which creates a virtuous circle for inno-
vation activities to develop. Burke and Logsdon (1996) have transposed the strategic approach in terms of CSR, arguing that
engagement in social, societal and / or environmental actions create opportunities for value creation. The analytical framework
developed makes it possible to establish a strong relationship between strategic CSR, responsible innovation and competitive
advantage. Indeed, as pointed out by Husted and Allen (2007,p. 597), “value creation is necessarily related to innovation”.
Value creation occurs not only when consumers agree to pay more for socially responsible products, but also because of the
economic manner in which resources are used, thereby increasing their efficiency. A third approach, which focused on the
analysis of the relationship between responsible innovation and CSR, is that which avoids confusion between strategic and
reactive approaches. McGregor and Fontrodona (2008), in an exploratory study aimed at identifying ways to integrate CSR
into the current management of SMEs, postulated, first of all, that the commitment of companies in CSR can be represented
as a process of innovation diffusion, in accordance with the model of Rogers (1962), and based on a typology of adoption
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behaviors over time. Second, the authors propose a model of a virtuous circle between responsible innovation and CSR:
Responsible innovation can be oriented towards CSR when it is motivated by values and ends up with products and services
with a social vocation, "good things". In this case, socially responsible efforts are at the level of the process in favor of, for
example, employees or suppliers. On the contrary, CSR can be innovation-oriented when justified by the search for value
creation. This bi-directional model thus, takes into account the CSR-responsible innovation relationship in both directions,
even if the modalities of this virtuous circle are not really explicit except for the empirical research of Mc Gregor and Fontro-
dona (2008), Gallego Alvarez et al. (2011), other research focused on unidirectional relationships between CSR and innova-
tion. At this level, according to Mc Gregor and Fontrodona (2008), the creation of responsible innovation is stimulated by
search for value, in accordance with the strategic approach, or driven by value, in accordance with the reactive approach. In
contrast, the vision of Gallego Alvarez et al. (2011) differs since the effects of CSR on innovation are rather negative due to
the costs generated by the decrease in the stock value. Moreover, the majority of empirical research that has analyzed the
relationship between CSR and innovation is based either on responsible innovation (Mc Gregor and Fontrodona, 2008, Wag-
ner 2010, Bocken et al, 2014), or on product and / or process innovation (Husted & Allen, 2007, Bocquet et al., 2013; Bocquet
et al., 2017; Marin et al., 2017) without identifying the mechanisms that condition the mediation of responsible innovation
between CSR and competitive advantage. Wondering about the respect of international standards in terms of certifications,
some authors (Su et al., 2016; Boirel et al., 2017; Iatridis & Kesidou, 2018) have shown that the pressure exerted by stake-
holders, namely public authorities, buyers, suppliers, shareholders and financial institutions, is not expected to have a signif-
icant and positive effect on the substantive practice of these standards. Certifications obtained are only a means of disguising
reality, especially towards the financial market, which reduces the risk of damage to the reputation, even if these practices are
intrinsically integrated.

2.2. CSR and competitive advantage: The mediation role of responsible innovation

In the following, we justify this relationship between CSR and competitive advantage by showing that the effects of respon-
sible innovation are mediated differently by the strategic or reactive approach of the CSR while taking into consideration the
conditional effects of the size of the company and the sector activity. We consider that such an approach is original since the
literature on the theme of responsible innovation-based-competitiveness refers only to the mediating effects without integrat-
ing the moderating effects involved in this relationship. In other words, the contribution of our research lies in the proposal
of a detailed study of the moderated mediation role of responsible innovation in the relationship between CSR strategy and
competitive advantage. Among the research that has proposed a model of CSR-based competitiveness is that of Vilanova et
al. (2009) who showed that the CSR strategy and the competitive advantage of firms are mediated through the learning and
innovation cycle and by emphasizing the values of the manager, the strategy, and the actions that need to be continuously
updated. For their part, based on Resources-Based View, Saeed and Archad (2012) analyzed the effects of the CSR on com-
petitive advantage and showed that the intangible organizational resource can be achieved by engaging in CSR activities, but
this is only possible through the mediation of reputational capital and social capital. To this end, they have shown that social
capital in the form of detention and the creation of technological information, and the sharing of knowledge are important
tools in business success. For their side, Hull and Rothenberg (2008) pointed out that the effects of CSR on firm performance
is moderated by innovation and the level of differentiation in the industry. Later, the results of Marin et al. (2017) on a sample
of 236 firms showed that there are no direct effects of CSR on competitiveness, but require a mediation of innovation and
investment. However, the models proposed in this literature are theoretical and need empirical validation (Vilanova et al.,
2009; Saeed and Archad;2012) and they did not try to test their validity in developing countries. In the context of developing
countries, there is little research on the channels through which CSR can influence the competitive advantage of firms. Based
on a sample of 197 Saudi firms, Al Shuaidi (2016) used a structural equation modeling and his results showed that the effects
of the CSR on the firm's performance are mediated by innovation and productivity. In fact, the analysis of the role of the CSR
strategy in stimulating responsible innovation differs between strategic and reactive CSR. Concerning the reactive approach,
responsible innovation through CSR is a response to the requirements of the different stakeholders. Indeed, the notion of CSR
has contributed to the emergence of environmental management, highlighting the responsibility of companies, not only with
internal stakeholders, but also with its external environment. If the company is accountable for its economic results, it must
also report on its behavior, whether social or environmental (Capron and Quairel, 2007). Beyond legal and economic obliga-
tions, CSR implies that the company must approach a set of stakeholders, thus placing it at the heart of relationships with
partners who are no longer just its shareholders. As Van den Berghe and Louche (2005) pointed out, "companies are faced
with a new invisible hand, dictated by the non-market forces exerted by NGOs, media, trade unions and others, and under the
impact of this new invisible hand they are beginning to see CSR as a prerequisite for sustainable welfare and growth". The
literature also highlighted the role of key resources in the emergence of sustainable technologies (Hart, 1995), and identified
the benefits of responsible innovation (Porter and van der Linde 1995, Shrivastava 1995, Chen et al., 2009). At the level of
these inter-organizational relationships, empirical research has mainly been carried out on vertical relationships (customers,
suppliers) and horizontal relationships (competitors). Thus, Simpson and Kohers (2002) and De Marchi (2012) highlighted
the importance of partnerships with suppliers in the development of technological environmental innovations. More recently,
according to Dorobantu et al. (2017), CSR represents not just a way to do good, but is mainly a strategy through which firm
respond to a new set of local institutions, with the expectations that they will be rewarded for such activities by stakeholders.
As a result, companies produce responsible innovation in order to meet the requirements of these different stakeholders,
including employees, customers, suppliers and shareholders. Moreover, Porter and Van Der Linde (1995) considered envi-
ronmental regulations as a factor encouraging competitiveness in a "win-win" approach, in particular because responsible
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innovation requires cooperation with other actors. In some cases, CSR can save transaction costs associated with regulatory
processes or even constitute a private response to regulatory failures. CSR replaces regulations when it prompts them, that is,
when it avoids future stronger regulatory constraints. In this regards, Lutz et al. (2000) showed that if companies can commit
themselves to a quality standard and invest slightly more before they are promulgated, the regulator is generally pressured to
weaken its requirements in order to limit the costs it would impose on firms, which are more virtuous. Beyond this theory of
mutual reinforcement, CSR can also be complementary to regulations when governments fail, for multiple reasons (Bénabou
and Tirole, 2010): (i) Capture by lobbies and other interests; (ii) territoriality of jurisdictions (as for child labor, for example);
(iii) a cross between inefficiencies, (iv) high transaction costs, and (v) low information and high delivery costs. For example,
the regulator may wish to reduce the cost of regulatory implementation (especially transaction costs) and therefore, rely on
voluntary agreements (Lyon and Maxwell, 2008). In the light of the above discussion, strategic and reactive CSR create a
competitive advantage for firms, but the mechanisms by which these effects are transmitted differ. For the reactive CSR, the
creation of a competitive advantage is rather facilitated by a stakeholder push, whereas for the strategic CSR, this competitive
advantage is justified by a market pull. Thus, we try to validate the following central hypothesis:

Hypothesis 1: Responsible innovation has a mediating effect on the relationship between the CSR strategy and the competitive
advantage.

We then decompose Hypothesis H; into two sub-hypotheses:

Hia: Reactive CSR is positively associated with the competitive advantage via responsible innovation.
Hiy: Strategic CSR is positively associated with competitive advantage via responsible innovation.

2.3. CSR and responsible innovation: The moderating role of the firm size and activity sector
2.3.1. Firm size, CSR and responsible innovation

Since our research concerns both SMEs and large companies, it is interesting to analyze how the size of the company affects
differently the responsible innovation. Different factors favor the adoption of CSR practices, including the manager and his
strategic profile in small businesses (Paradas, 2005; Berger-Douce, 2007), customer pressure (Quairel & Auberger, 2005),
and belonging to a typical network or a grouping of SMEs (Bonneveux & Saulquin, 2009). From seven case studies of French
companies, Bocquet and Mothe (2010) analyze the relationship between CSR and responsible innovation according to the
firm size. According to these authors, CSR in SMEs is strongly embedded in the values of the manager, which allows him to
carry out radical innovations by combining the strategic dimension with an informal approach. Although SMEs are less likely
than large ones to become involved in CSR approaches, many SMEs consider this approach as an important source of com-
petitive advantage. CSR practices enable SMEs to easily access to customers, to explore new markets, and to facilitate their
acceptance by the society. Moreover, the orientation towards responsible innovation is not only explained by the small size
of the firms. Indeed, social pressure appears as a major determinant of CSR for large firms, which are consumer-oriented and
well-known companies and therefore, they are committed to preserve their "license to operate". The results of Bocquet and
Mothe (2010) showed, therefore, that responsible innovation seems justified by a strategic approach for SMEs and a reactive
and preventive approach for large firms. In addition, the measures used to characterize sustainable development on the one
hand (with the use of indexes), and innovation (mainly R & D) on the other, remain to be improved. Indeed, they are not well
suited to SMEs that do not always have directly observable CSR practices or formal R & D activities to innovate. Otherwise,
sustainability can first be promoted by SMEs. Indeed, large companies consider that the climate crisis must be tackled not
only for ecological reasons, but also and above all to avoid harming their business in the long term. According to Geels (2014),
large firms are not adopting new sustainable business models, but are still ingrained in their habits, what is called "regime
resistance". This result is confirmed by Wiistenhagen and Boehnke (2008) who showed that barriers to enhanced offerings
which characterize large companies are often found in supply chain dependencies and locked-in infrastructure. Furthermore,
shareholders want to get the most out of their investments, but the expectation of returns on investments from responsible
innovation can often be long. So as not to upset their shareholders, companies decide not to adopt this type of innovation.
There are a number of reasons why large companies are reluctant to change, leading to a voluntary resistance to responsible
innovation and, more generally, to the sustainability of the economy. Therefore, small companies that do not operate in share-
holding, can act as a leader in the field of responsible innovation and subsequently motivate large companies to take the
initiative to ensure sustainability. In the light of the above ideas, we propose the following second hypothesis:

Hypothesis 2: The indirect effect of the CSR strategy on competitive advantage is moderated by the firm size.
This second hypothesis is tested by decomposing it into two sub-hypotheses:

Ha,: The indirect effect of the reactive CSR on competitive advantage is moderated by the firm size.
Hay: The indirect effect of the strategic CSR on competitive advantage is moderated by the firm size.

2.3.2. Activity sector, CSR and responsible innovation

The activity sector appears to have an influence on the relationship between responsible innovation and competitive ad-
vantage. The sectoral factor illustrates the influence of professional culture on CSR. The relationship is here studied in the
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direction of CSR towards technological innovation. In fact, the expression green growth is sometimes used with the idea that
there are opportunities for economic growth in sectors related to the preservation of the environment. However, there is no
rational justification for these sectors to be more likely than others to stimulate innovations that generate economic growth.
Moreover, CSR is primarily the implementation of sustainable development by companies, and it calls for a long-term vision,
oriented towards externalities, which cannot be confused with the notion of competitive advantage if the latter gives primacy
to profitability. In this sense, the sector of activity is considered due to the need to take into account the degree of impact of
responsible innovation on sustainable development in general, and the social and human environment and therefore, the ex-
posure to the vigilance of external stakeholders in particular. This factor, is therefore, relevant for identifying potential gains
from a strategy integrating CSR. To this end, it is mainly in the energy and environment sectors that CSR is the most widely
disseminated whereas other sectors, such as trade or the automobile, are less widespread. The role of sectoral ownership in
the creation of responsible innovation was analyzed by the theory of social and environmental contestability. According to
this theory, for an economic activity to be questioned, it must come from innovative firms or from sectors that are notoriously
controversial and represent significant players in their market. The relationship between the firm's visibility in its market and
the level of CSR has been demonstrated in numerous empirical studies (Martinez-Ferrero and Frias-Aceituno, 2015; and Hou,
2018). In this regards, CSR can represent a strategic approach to prevent social and environmental contestability and to protect
the long-term interests of the company. However, not all questionable firms become targets for activists. Visibility increases,
in particular with public exposure as in consumer industries (Margolis and Walsh, 2001) or in controversial industries (Brown
etal., 2006). From their side, Siegel and Vitaliano (2007) showed that firms, which sell "experience goods" or "trusted goods"
are more likely to be socially and environmentally responsible than firms that sell "research goods". Despite the contradiction
between the theoretical acceptance of sustainability and inertia in the face of change, some companies are still trying to make
incremental changes in their activities. The automotive sector illustrates this phenomenon very well (Geels et al., 2015). The
commitment of this sector to sustainable products remains limited, because if electric or hybrid cars are excellent as sustain-
able products, sales figures do not explode. The market for green cars, is therefore, too small to upset the commercial strategy
of car manufacturers. Based on this discussion, we propose the following hypothesis:

Hypothesis 3: The indirect effect of the CSR strategy on competitive advantage is conditioned by the activity sector of the
firm.

This last hypothesis H3 is tested by decomposing it into two sub-hypotheses:

H3a: The indirect effect of the reactive CSR on competitive advantage is conditioned by the activity sector of the firm.

H3p: The indirect effect of the strategic CSR on competitive advantage is conditioned by the activity sector of the firm.

Overall, the relationship between CSR strategy, responsible innovation and competitive advantage can be shown by Fig. 1.

Responsible

H2a innovation

Reactive CSR / N\
Hla
Competitive
CSR strategy - —> advantage
Hib _
Strategic CSR \ J/

- J

Fig. 1. Conceptual model of the moderated mediation of responsible innovation between CSR strategy and com-

Activity sector

petitive advantage
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3. Methodology
3.1. Data collection

Our data were collected through a questionnaire addressed electronically to the Saudi companies. The population of our re-
search is composed of 165 Saudi firms. Following the receipt of the data, it turned out that some forms contained outliers or
missing data. That is why we filtered the answers collected and chose to eliminate some companies. In total, out of a popula-
tion of 165 Saudi companies, we relied on a sample of 108 firms. Given that our questionnaire contains confidential infor-
mation specific to companies including the strategy adopted in the CSR approach and responsible innovation policy, we have
guaranteed anonymity for all respondents of our sample. Our data were processed using the SPSS 23.0 software to empirically
analyze the moderated mediation of responsible innovation in the relationship between CSR strategy and the competitive
advantage. We rely on the structural equations model to conduct our estimates.

3.2. Sample selection

Insofar, as our research integrates both large and small and medium enterprises, we have selected 3 groups of companies
based on the number of employees. We rely on the number of employees rather than other indicators (capital assets, turnover
and legal status) to measure the firm size. We have retained the definition of the Saudi Arabian General Investment Authority,
according to which the very small business in Saudi Arabia are those employing less than 60 employees, medium-sized en-
terprises having fewer than 100 employees, firms with more than 100 employees are considered as large firms. In order to
avoid selection bias, we selected different sectors. Indeed, these firms belong to the sectors of the energy, manufacturing,
chemical products, metallurgical products, construction products, and services. This choice is further justified by the fact that
the CSR strategy and responsible innovation differ according to the sector in question. Some sectors are more polluting, others
less polluting. Moreover, this choice makes it possible to distinguish between high and medium technology sectors with high
potential for innovation against low technological sectors and therefore, less innovative. Respondents to the questionnaire are
mainly large firms that make up 82.4% of our sample followed by very small enterprises and small and medium-sized enter-
prises with shares of 10.2% and 7.4% of the total sample, respectively. The analysis of the responses received shows that
these companies are mainly active in the sectors of manufacturing products and Agri-food with shares of 49% and 32.4% of
the total sample, respectively. The rest of the companies is active in energy, construction products, metallurgical products,
and chemical products which represent 7.4%, 6.5% , 3.7%, and 1%, respectively.

3.3. Measuring variables

In our research, we distinguish between two types of CSR strategy: Strategic CSR and reactive CSR. In what follows, we
explain the approaches adopted to measure the variables related to the strategic CSR, reactive CSR, responsible innovation,
and competitive advantage.

o Strategic CSR

In order to measure strategic CSR, we followed the approach of Husted and Allen (2007), which included five criteria: visi-
bility, appropriability, voluntarism, centrality and pro-activity. In our research these criteria are respectively formulated by
the following items: "Have you sensitize customers and stakeholders about products with CSR value?"; "Do you manage
stakeholder relationships to add value to the firm?"; "Have you participate in social actions going beyond what the law im-
poses?"; "Have you created value through the product / service innovation for social purpose?"; "Are you able to anticipate
social changes that present market opportunities?".

e  Reactive CSR

With regard to the reactive CSR, we focused on the reactivity of firms to the stakeholder requirements. In our research,
reactive CSR is measured by the degree of influence of the internal and external stakeholders of the firm, as was shown by
Porter and Kramer (2006). We retained the pressures exerted by employees, consumers, suppliers, the government, and the
shareholders in the implementation of CSR policy by the firm. The degree of influence can vary on a 5-point scale from "no
influence" to "very strong influence".

e Responsible innovation

In our research, responsible innovation as a mediating variable is measured by its 4 main components taken from the analysis
of Stilgoe et al. (2013), namely: Inclusion, anticipation, responsiveness and reflexivity. These components reflect respectively
"the participation of different stakeholders in the innovation process", "the integration of current social and environmental
trends in terms of innovation in the design of the future", "the ability of the firm to identify and react to potential risks", and
"the ability of the firm to design its products in accordance with the culture and traditions of the society to which it belongs".
To do this, we based on a 4-point Likert scale ranging from "not at all" to "always".
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e Competitive advantage

In order to measure the competitive advantage, we followed Sigalas et al. (2013) by focusing on 3 main indicators, namely:
Exploitation of market opportunities; neutralization of threats and reduction of total costs. This method seems to us to be
adequate as it provides a clear and an operational measure of competitive advantage that could increase the awareness of
practicing executives of the conceptual nature and latent expressions of competitive advantage. The exploitation of opportu-
nities can take 3 different configurations. 1) Exploitation of all market opportunities; 2) Full exploitation of market opportu-
nities; and 3) More exploitation of market opportunities compared to its competitors. The neutralization of threats also takes
three possibilities: 1) Neutralizing all threats present on the market or; 2) Completely neutralizing the competitive threats of
the market or; 3) Neutralizing threats more effectively than its competitors. Finally, cost reduction is assessed in four ways:
1) Reducing total expenses more effectively than competitors; 2) Reducing operating expenses more effectively compared to
competitors; 3) More noticeable reduction in total expenses divided by revenue compared to competitors and; 4) a much
sharper reduction in operating expenses divided by revenue in comparison with its competitors. Each item of the competitive
advantage is measured by a scale of five- point Likert.

3.4. Model to estimate

In our research on mediation, we focus on estimating the indirect effect of the CSR strategy on competitive advantage by
using the mediating variable responsible innovation causally located between these two variables. According to Hayes (2015),
the general form of the first stage moderated mediation model is written by the following two equations:

M: lM+aX+ eM
Y=iy+c'X+bM+ e

where a, b, and c are estimated regression coefficients, i and iy are regression intercepts, and e, and ey are errors in
estimation. The product of a and b measures the indirect effect of X on Y. By transposing these equations in our specific case
of moderated mediation in which the indirect effect of the CSR strategy (csr) on competitive advantage (ca) by responsible
innovation (7f) can be obtained using two linear models. The first equation describing the effect of the CSR strategy (csr) on
responsible innovation (#7) is formulated as follows:

ri =1l +acsr+ ey )]

In the second equation, the variable ca is estimated in linear function of »i and csr. Our conceptual model represented by
Figure 1 requires, in accordance with the approach of Hayes (2015), two equations to estimate the indirect effect of CSR
strategy on competitive advantage. In the first equation, the variable 77 is estimated in the form of a linear function of csr,
with the effect of csr on ri being modeled in a linear function of the moderating variable W. This is why equation 1 is refor-
mulated by equation 2. So, the moderated mediation model is described by both equations 2 and 3 as follows:

ri = i+ aycsr+ a,W + az Wesr + ey ()
ca=ig+ccsr+bri+ey, (3)

Eq. (3) is a model of moderation (Edwards and Lambert, 2007) that takes into account the effect of cs» on i in a mediation
model called by Fairchild and MacKinnon (2009) as an action theory. The statistical model derived from the conceptual model
illustrated in Fig. 1 is therefore, represented by Fig. 2 as follows:

Responsible in-
novation (ri)

Competitive ad-
vantage (ca)

CSR strategy
(csr)

Fig. 2. Statistical model of the moderated mediation of responsible innovation between CSR strategy and competitive ad-
vantage
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Fig. 2 described the first stage and direct effect moderation model described by Edwards and Lambert (2007), or “Model 2”
in Preacher et al. (2007). The indirect effect of csr on ca through the mediating variable ri (® in the notation below) is the
product of the conditional effect of csr on ri of the Eq. (3) and the effect of 7i on ca by controlling csr in Eq. (2).

w=(a; + asW)b 4

Eq. (4) can be reformulated by equation 5 as follow:

w = alb + a3bW (5)
In this last equation, alb and a3b respectively designate the intercept and the slope. According to Morgan-Lopez and MacKin-
non (2006), a3b measures the contribution of a moderating variable (# in our model) in determining the indirect effect of an
independent variable (csr in our model ) on a dependent variable (ca in our model) through a mediating variable (¥i in our
model) and it is qualified by Hayes (2015) as the index of moderated mediation for this model. In our model, the moderating
variables noted by W are the firm size and the activity sector. In other words, the indirect effect of CSR strategy on the
competitive advantage through responsible innovation is a function defined as the product of the conditional effect of CSR
strategy and responsible innovation by integrating the moderating effect of the size of the company and the activity sector,
and the effect of the responsible innovation on the competitive advantage by controlling the CSR strategy. The analysis of
moderated mediation is done on two types of models according to the CSR strategy: reactive CSR model and strategic CSR
model.

4. Results and discussion

Our analysis of the conditional effects of responsible innovation as a mediating variable between CSR strategy and competi-
tive advantage is carried out in two stages. In the first stage, we conduct an exploratory and confirmatory factor analysis to
verify the consistency, the reliability and the validity of the chosen items. In the second stage, we will attempt to answer the
central questions raised by our axial hypotheses based on the estimates of the models 2 and 3, and also, to derive the value of
the index of moderated mediation formulated by model 5 following the approach of Hayes (2015). In order to overcome the
problem of the common method variance, we used the Harmann Single-factor test. To do this, we applied a Principal Com-
ponent Analysis (PCA) by loading the 26 items used in our research on a single factor. For this purpose, the factor analysis
shows that 33% of variance was extracted which is below the conventionally tolerated threshold that is equal to 50%.

Table 1
Constructs and measures.
Variables and items Contribution Alpha of Cronbach AVE
Reactive CSR
The pressures exerted by
Employees 0.754
Customers 0.836 0.766 0.527
Suppliers 0.817
Government 0.522
Shareholders 0.656
Strategic CSR
Visibility 0.855
Appropriability 0.807 0.861 0.650
Voluntarism 0.853
Centrality 0.735
Proactivity 0.775
Responsible innovation
Inclusion 0.695
Anticipation 0.852 0.770 0.595
Responsiveness 0.756
Reflexivity 0.776
Competitive advantage
Exploitation of all market opportunities 0.746
Full exploitation of the market opportunities 0.791
Exploitation of market opportunities better than competitors 0.644
Neutralization of all market threats 0.746
Full neutralization of the market threats 0.821
Neutralization of the market threats better than competitors 0.859
Reduction of total expenses more effectively than competitors 0.732
Reduction of operating expenses more effectively than competitors 0.804 0.922 0.592
Reduction of total expenses divided by revenue more effectively 0.764
than competitors
Reduction of total expenses divided by revenue more effectively 0.769
than competitors
KMO 0.840

Bertlett's test Approxi. Chi square 1757.328 df =726 Sig. = 0.000
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These results reflect that in the data set, the problem of the common method variance does not arise. To ensure convergent
and discriminant validity and thus, the quality of the instruments, we conducted a PCA on the dimensions of the 26 items
selected in our research. To verify the validity of the constructions and the adequacy of the sampling of the individual varia-
bles, we used the Bartlett's test of Sphericity and the Kaiser Mayer Olkin test (KMO). In this regard, the results in the Table
1 show that the KMO is greater than 0.6 and therefore, in accordance with Ozdamar (2002), it is significant as well as for the
Bartlett's test of Sphericity. These results, therefore, allow a factor analysis. The table 1 shows also that the factor contributions
of all items exceed 0.5 and therefore, according to Hair et al. (1998), they are all retained. It appears that measures of key
variables in our research have acceptable convergent validity. Moreover, the total scales of reliability measured by Cronbach
alpha for the 4 key variables of our research range from 0.766 to 0.922 which exceed the reliability threshold of 0.7 fixed by
Nunnally (1978) and reflect the reliability of the measures of the selected items. In addition, average variance extracted (AVE)
as an additional indicator of convergent and discriminant validity are greater than the threshold of 0.5. Indeed, for the variable
related to reactive CSR, strategic CSR, responsible innovation, and competitive advantage, AVE are between 0.527 and 0.650
which shows that the selected items have satisfactory levels for accepting convergent and discriminating validity. Figure 3
presented in detail the different items and correlations between the key variables retained in our research. The results of the
Pearson's correlation shown by Table 2 show positive and significant coefficients between the CSR strategy, whether reactive
or strategic, with responsible innovation and competitive advantage. In addition, our results illustrate that responsible inno-
vation and competitive advantage are positively and significantly correlated. These results allow us to predict, a priori, a
possible mediation of responsible innovation between CSR strategy and competitive advantage. Table 2 reported Pearson's
correlation and summary statistics that include the minimum, maximum, standard deviation, mean and median of the main
variables of our research.

Table 2
Pearson's correlation and summary statistics.
Variables Reactive CSR Strategic CSR Responsible inno- Competitive advantage
vation

Reactive CSR 1
Strategic CSR 0.225%* 1
Responsible innovation 0.374%** 0.477** 1 1
Competitive advantage 0.201** 0.607%%* 0.592%** 108
N 108 108 108 20.101
Mean 8.193 11.121 7.868 5.540
SD 2.767 3.405 2.394 30.704
Max 14.560 16.100 11.621 2.928
Min 0.548 0.775 0.756 20.725
Median 8.247 12.075 8.471

Notes: *** p <0.01; ** p <0.05; *p <0.10

Similarly, the scatter plots of the variables strategic CSR, reactive CSR, and responsible innovation, as shown in Fig. 3 and
Fig. 4, indicate that these relationships differ according to the activity sector and the firm size. These results reflect therefore,
the possibility of conditional effects of the firm size and the activity sector between CSR strategy and responsible innovation.
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Fig. 3. Scatter plot of the variables reactive CSR, strategic CSR and competitive advantage according to the activity sector
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Fig. 4: Scatter plot of the variables reactive CSR, strategic CSR and competitive advantage according to the firm size

As shown in Table 3, the estimations of Models 1 and 3 showed that both strategic and reactive CSR have positive and
significant repercussions on responsible innovation (a;= 1,008 and a,=0.710, respectively). Our estimates of Model 6 show
also that only strategic CSR has a significant and positive effect on competitive advantage (b; = 0.653; p< 0.001). The effects
of the reactive CSR on the competitive advantage illustrated by the model 5 show that they are not significant. These results
confirm those of Bocquet et al. (2017) applied to a sample of Luxembourg firms, according to which strategic CSR acts
positively on the firm performance, whereas firms that follow responsive and reactive behaviors have negative and counter-
productive consequences in terms of economic performance. These results also illustrate that the competitive advantage for a
developing country as Saudi Arabia is enhanced by a market pull through the exploitation of opportunities, value creation
with social dimensions, and an active and non-responsive attitude towards stakeholders. The results from the estimates of
models 1, 3, 5 and 6 reflect overall that the responsible innovation created by the strategic CSR and the reactive CSR differs
substantially in nature. Indeed, CSR strategic-based innovations are voluntary, proactive and radical able to significantly boost
the competitive advantage of firms. These innovations aim at creating value. In contrast, the CSR reactive-based innovations
are responsive, incremental unable to make radical changes capable of strengthening the competitive position of firms. They
are imitated by competitors to respond to the instantaneous pressure exerted by the different stakeholders. In other words,
reactive CSR is motivated by stakeholders push while, strategic CSR is boosted by a market pull.

The test of the moderating effects of CSR strategy on the responsible innovation by the activity sector and the firm size leads
to different results. Our estimates show that the effects of reactive CSR on responsible innovation are moderated by the firm
size and not moderated by the activity sector. The interaction term between the reactive CSR and the firm size (size x rcsr)
has a negative and significant effect on the responsible innovation (a3 =-0.270, p<0.01). Given their more flexible organiza-
tional form, small firms have closer relationships with employees, which facilitates agreement among them and best meets
their requirements. In addition, firm with small size are more subject to consumer pressure as their survival in the market
depends on its ability to satisfy its customers (Quairel & Auberger, 2005). Based on our results of the Models 4 and 6, the
effect of strategic CSR on competitive advantage is conditioned by the nature of the sector of activity. Indeed, the term
interaction between the sector of activity and the strategic CSR (sector x scsr) has a significant and positive effect on respon-
sible innovation (a3 = 0.058, p<0.01). These results, therefore, indicate that sectoral activity has a different effect on socially
responsible innovation depending on the environmental behaviors of the firm and on the growth opportunities that certain
sectors offer in terms of innovation capability. Some sectors more than others require more resource efficiency, good waste
management and constraining measures to reduce environmental degradation. In addition, the sectors differ according to their
technological intensity and therefore, their capacity to innovate. These results would allow us to conclude that the indirect
effect of the reactive CSR on competitive advantage through responsible innovation is not moderated by the activity sector
but, negatively depending on the firm size. With regard to the activity sector, its conditional effect intervenes only in moder-
ating the effect of strategic CSR on competitive advantage through responsible innovation.
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Table 3
Conditional effects of firm size and the activity sector of the mediation of the responsible innovation in the relationship
between the CSR strategy and the competitive advantage.

Responsible innovation Competitive advantage
Reactive CSR model Strategic CSR model Reactive CSR model Strategic CSR
model

Varia- Coefficient Coefficient
ble

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
resr 1.008*** ~ (0.102 -0.048

c'—»
ai —>»
-0.026
scsr 0.710*** 0.683***
Responsible innovation b —» 1.391*** 0.907***
Size 2.614%%* 1.095
a —» -0.433 -0.894***
Sector
Size x resr -0.270%**
Size x scsr -0.141
a3 >

Sector x resr 0.028
Sector x scsr 0.058%**
Constant -1.415 8.263*** 1423 9.627*** 9.552%*%* 5.366%***
R? 0.476 0.440 0.495 0.593 0.592 0.697
F (p-value) 10.201%**  8.334%**  ]1.260%** 18.810%** 28.415%** 18.810%***

Note: *** p < 0.01.

To confirm the presence of moderated mediation of the variable responsible innovation by the firm size and the activity sector
in the relationship between CSR strategy and competitive advantage, we analyze the index of moderated mediation . Indeed,
a3 does not quantify the relationship between the moderating effect and the indirect effect but only the moderation of the
effect of csr on ri. We followed the approach of Hayes (2015) according to which, if the interval between the lower bound
and the upper bound of the confidence interval does not include the value zero, the indirect and conditional effects are valid.
Otherwise, these effects are rejected. In what follows, we have based on 95%, boosted CI for 5000 bootstrap samples. From
Table 4, the interval delimited by the upper (95% ULCI) and lower (95% LLCI) bounds of the confidence interval for the
indirect effects of the firm size and the activity sector does not include the value zero. These results confirm the presence of
the indirect effect of reactive CSR on competitive advantage through the firm size and the indirect effect of strategic CSR on
competitive advantage through activity sector.

Table 4
Conditional indirect effects of CSR strategy on competitive advantage.
Firm size Activity sector
Coefficient 95% LLCI 95%ULCI Coefficient 95% LLCI 95% ULCI
Indirect effect of responsible 1.402 0.121 0.753 0.289 0.113 0.546
innovation (a; x b)
Index of moderated mediation -0.376 -0.472 -0.123 0.053 0.013 0.103
W)

With a bootstrap confidence interval of 95% for the index of moderated mediation (W), it can be seen from the table 4 that
this index different from zero for the two variables, activity sector and firm size. The slope of this function W is between -
0.472 and -0.123 for the variable firm size and between 0.013 and 0.103 for the variable activity sector. Since this confidence
interval does not include zero and the upper bound is negative for firm size and positive for sector activity, it can be concluded
that the indirect effect of CSR strategy on competitive advantage through responsible innovation is negatively conditioned by
the firm size and positively moderated by the activity sector. These results partially validate our hypothesis H.2 and H.3, and
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totally our hypotheses Ha, and H3p. In the light of these results, our final statistical moderated mediation model of responsible
innovation between CSR strategy and competitive advantage is schematized by Fig. 5 as follow:
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ri- Responsible Innovation

csr- Corporate social responsibility

resr- Reactive corporate social responsibility
scsr- Strategic corporate social responsibility
ca- Competitive advantage

EM- Exploitation of market opportunities
NT- Neutralization of threats

RC- Reducing of total cost

Fig. 5. Degree of relationship between CSR, responsible innovation and competitive advantage.
5. Conclusion and implications

This study has examined whether the competitive advantage for developing countries such as Saudi Arabia is determined by
a strategic or reactive vision of the CSR policy. In addition, we analyzed the moderated-mediation role of responsible inno-
vation and its conditional indirect effects in the relationship between CSR strategy and competitive advantage. Indeed, while
the previous literature focused on a mediation model of CSR-based competitiveness, we provided a moderated mediation
model of CSR-based competitiveness. In this practical model, we have presented the channels through which the CSR affects
the competitive advantage by incorporating the strategic or reactive nature of the CSR, the firm size, and the sector of activity.
This approach has allowed us to enrich the literature of resource-based view that has focused mainly for the mediation analysis
of the CSR-based competitiveness and it was essentially limited to the role of the reputational capital without paying more
attention to the role of innovation. In addition, our analysis focused on the CSR policy and its conditional indirect effects on
competitive advantage in the case of a developing country, while the majority of previous research focused on the developed
countries. These conditional indirect effects of CSR on competitive advantage were analyzed by distinguishing between the
role of the firm size and the sector of activity as moderating variables.

Our results show that responsible innovation is a key element of the sustainable business model since it determines the success
of CSR strategy in boosting the competitive advantage of firms. In this model, the mediation of responsible innovation is
moderated differently by the firm size and the activity sector, and it is dependent on the choice between strategic or reactive
CSR strategy. Within this context, we also find that the indirect effects of the CSR strategy on competitive advantage are
moderated by the firm size in the case of reactive CSR, whereas by the activity sector in case of strategic CSR._The results
provided by this paper have some implications for the policy that needs to be adopted by the manager. Indeed, stakeholder
push in order to create socially responsible innovations seems stronger in smaller firms than larger firms. In addition, the
characteristics of the activity sector in terms of its technological intensity and environmental behavior are decisive for the
strategic CSR to strengthen the firm competitive position. In other words, the moderated-mediation of responsible innovation
by the activity sector in the relationship between strategic CSR and competitive advantage is justified by a market pull for
socially responsible goods and market growth opportunities. On one side, small companies create responsible innovations,
according to a reactive vision of CSR. This illustrates the importance for managers of these companies to include the opinions
of employees and the requirements of consumers in their decision-making. Indeed, in small companies the links between
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employees and managers are more formal compared to the larger companies and can contribute to the design of responsible
innovations. On the other side, the ability to produce responsible innovations, according to a strategic vision of CSR depends
on the sector in question. For this purpose, some sectors are more polluting and more technology intensive than others. In
these sectors, it is up to the managers, to take into consideration the following actions: i) The sensitization of stakeholders on
products with CSR value; ii) The management of the relationships between stakeholders; iii) The voluntary participation of
the firm in social actions; (iv) The value creation through product / service innovation for social purposes; and v) The ability
to anticipate social changes that present market opportunities. Besides to the contributions and implications provided above,
we are cautious to note that our analysis and results suffer from some limitations that should be pointed out: First, our findings
cannot be generalized within a broader framework of developing countries. The Saudi case is insufficient as a predictable
model in terms of CSR policy, which requires a wider panel of developing countries to provide concrete recommendations.
Second, the moderated-mediation analysis of CSR-based competitiveness concerns only the first stage of the moderated me-
diation between the CSR strategy and responsible innovation. Therefore, an in-depth analysis of others moderating variables
in the second stage of moderated mediation between responsible innovation and competitive advantage seems an important
future research track.
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