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1 | INTRODUCTION

The continuing pressures on business organizations to balance their
economic performance with social and environmental activities
(Leonidou, Christodoulides, & Thwaites, 2016) have called for firms
to increase their corporate social responsibility (CSR) expenditures.
These pressures have increased business organizations' efforts to
obtain a “social license” that focuses on noneconomic activities
(Melnyk, Sroufe, & Calantone, 2003). CSR is now considered one of
the most important strategic tools to demonstrate moral behaviors
that satisfy stakeholder requirements (Agudo-Valiente et al., 2015;
Yang and Rivers, 2009). Accordingly, many firms continue to put a
significant amount of resources into CSR activities (Agudo-Valiente
et al., 2015). However, prior studies have argued that it is difficult to
access finance in less developed economies given those markets'
poor capital markets and history of capital flight (Julian & Ofori-

Dankwa, 2013). In the institutionally unstable and resource-

practice are discussed.

Nguyen Phong Nguyen?

This paper draws on the resource dependency theory to examine the impact of
interfirm collaboration on corporate social responsibility (CSR) expenditure. In addi-
tion, we examine entrepreneurial orientation as a moderator of the relationship
between interfirm collaboration and CSR expenditure. We test our research model
using survey data from 230 small- and medium-sized enterprises (SMEs) in Ghana.
Results from our empirical analyses reveal that interfirm collaboration positively
impacts CSR expenditure and this relationship is strengthened when entrepreneur-

ial orientation is greater in turbulent environments. Implications for theory and

CSR, CSR expenditure, entrepreneurial orientation, Ghana, interfirm collaboration, market

constrained context of sub-Saharan Africa, many firms lack the
required resources to undertake CSR activities. For example, regula-
tory uncertainties and lack of market support mechanisms can mani-
fest in curtailing firms' access to financial resources (Khanna &
Palepu, 1999), limiting small- and medium-sized enterprises' (SMEs')
ability to finance CSR activities effectively. In this context, innova-
tive activities are hampered by weak institutional settings (Cas-
tellacci, 2015).

To overcome these challenges, firms must develop compensating
mechanisms, such as the formation of alliances, joint-ventures, in-
sourcing and mergers and acquisitions (Drees and Heugens, 2013), to
optimize resources, share risks, and create new sources of competitive
advantage, especially in situations that single firms cannot tackle on
their own. This situation is reflected in the resource dependency the-
ory (RDT), which suggests that external environmental factors influ-
ence the organization's behavior (Hillman, Withers, & Collins, 2009;
Pfeffer & Salancik, 1978). That is, firms must depend on other firms to
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obtain important resources to undertake strategic activities such
as CSR.

In spite of these advancements, the literature exhibits some
knowledge voids. First, our understanding of how interfirm collabora-
tion relates to CSR expenditure is not complete. Whilst past research
shows that interfirm collaboration enhances environmental perfor-
mance (Albino, Dangelico & Pontrandolfo, 2012; Zhang & Wang,
2014), we still do not know its effects on CSR expenditure, especially
in sub-Saharan Africa. Second, the literature to date has failed to high-
light the specific conditions under which interfirm collaboration may
drive CSR expenditure. This calls for new research studies that
examine the conditional factors under which interfirm collaboration
relates to CSR expenditure. Third, while previous studies have
examined the effect of financial resource availability on CSR expen-
diture (e.g., Boso et al., 2017; Julian & Ofori-Dankwa, 2013), our
current understanding of how interfirm collaboration drives CSR
expenditure in the institutionally unstable and resource-constrained
context of sub-Saharan Africa lacks theoretical precision. This omis-
sion is important given that interfirm collaboration and partnerships
can be considered as vehicles to acquire resources and capabilities
(Teece & Pisano, 1994). For example, SMEs in sub-Saharan Africa
can overcome institutional and resource constraints when they form
networks and partnerships (Acquaah, 2007). We argue that interfirm
collaboration is likely to be different depending on contextual
conditions.

To test our model, we conducted a survey with 230 SMEs in
Ghana, a sub-Saharan economy. Our findings reveal that increases in
the levels of interfirm collaboration are related to increases in CSR
expenditure. In addition, the study finds that when entrepreneurial
orientation is well developed and deployed, the potency of interfirm
collaboration as a driver of CSR expenditure is amplified in turbulent
environments. These findings contribute to the CSR and strategy liter-
ature in three specific ways. First, while meta-analysis has confirmed
the positive relationship between financial resources and CSR expen-
diture in developed countries (Orlitzky, Schmidt, & Rynes, 2003),
recent studies conducted in developing countries suggest otherwise
(Boso et al., 2017; Julian & Ofori-Dankwa, 2013). We extend these
studies by empirically testing the impact of interfirm collaboration on
CSR expenditure. Second, we examine how interfirm collaboration
interacts with EO, a strategic posture reflecting the processes, prac-
tices, and behaviors that allow a firm to act in an entrepreneurial way
(Covin & Slevin, 1991; Lumpkin & Dess, 1996). In doing so, we inte-
grate the resource dependency perspective to the EO literature to
explain the conditions under which interfirm collaboration is effective
in driving CSR expenditure. RDT suggests that “to understand the
behavior of an organization you must understand the context of that
behavior—that is, the ecology of the organization” (Pfeffer & Salancik,
1978, p. 1). Thus, introducing internal context variables to explain the
impact of interfirm collaboration on CSR expenditure adds to the liter-
ature. Third, we extend the CSR literature by establishing theoretical
arguments and provide empirical validation that EO interacts with
interfirm collaboration to drive CSR expenditure in a developing coun-

try. We also show that the strength of this relationship is determined
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by the degree of market turbulence. Thus, we add market turbulence

as an important boundary condition to the literature.

2 | THEORETICAL BACKGROUND AND
HYPOTHESES

21 | Resource dependency theory

The basic assumption of RDT is that a firm's dependence on critical
resources impacts its actions and that the firm's decisions can be
explained by a particular dependency situation (Pfeffer, 2005;
Pfeffer & Salancik, 1978). The theory argues that social context
matters and firms need to develop strategies to enhance their
autonomy and pursue their interests. In developing economies,
institutions that regulate and enforce national and international
laws and conventions governing firms' environmental activities are
under-developed. Furthermore, the idea that financial resources are
hard to come by in less developed nations means that firms have no
option but to collaborate to perform CSR activities. RDT explains
why firms form interorganizational relationships (e.g., strategic alli-
ances, R&D agreements, research consortia, joint-marketing agree-
ments, buyer-supplier relationships) (Barringer & Harrison, 2000).
RDT posits that the formation of interfirm relationships helps firms
acquire resources to undertake strategic activities that reduce
uncertainty for the firm (Hillman, Withers, & Collins, 2009; Pfeffer
& Salancik, 1978).

In this study, we utilize RDT to explain how interfirm collabora-
tion drives CSR expenditure in a developing country. The institu-
tional development literature suggests that weak institutional
enforcement of environmental regulations and conditions of capital
constraints may motivate firms to collaborate to undertake social
activities (Julian & Ofori-Dankwa, 2013). These collaborations
between two or more firms can help the firms to acquire resources
that hitherto were not available for CSR activities. For example, the
firms could aim at developing a common solution to environmental
or social problems. These types of collaboration are critical to solve
social problems and allow the firms to obtain several benefits,
including the acquisition of social knowledge and competencies to
environmental (Albino,
Pontrandolfo, 2012).

Based on the RDT theory, we argue that interfirm collaboration

access technologies Dangelico, &

can influence CSR expenditure as firms stand to gain the required
resources for social activities. When firms collaborate with others,
managers tend to alleviate the anxiety and discomfort associated with
uncertainty in the business environment. In this way, they are more
likely to develop a positive attitude toward CSR activities. However,
we are of the view that the positive effect of interfirm collaboration
on CSR expenditure may depend on internal and external conditions.
By extension, our research model adds EO to our argument to explain
the conditions under which interfirm collaboration effectively drives
CSR activities in turbulent environments. We summarize the above

arguments in the conceptual model (Figure 1) below.



ADOMAKO ano NGUYEN

2670 Corporate Social Responsibility and "jgee =
Wl LEY— Environmental Management (%, =

| Entrepreneurial orientation |

< H3 Market turbulence

H2

| Interfirm Collaboration }7';&‘—% CSR expenditure |

| Controls: Firm age, firm size, CEO tenure, industry and financial resource slack |

FIGURE 1 Conceptual framework and hypotheses [Colour figure
can be viewed at wileyonlinelibrary.com]

2.2 | Interfirm collaboration and CSR expenditure
There are far more studies on CSR in developed countries than in
developing economies (Dobers & Halme, 2009). However, the need
for studies on CSR is more pronounced in developing countries given
the gaps in social provision and governance. Based on institutional dif-
ference logic (Julian & Ofori-Dankwa, 2013), research suggests that
CSR and environmental sustainability issues tend to be given a low
priority by both market actors (i.e., customers, suppliers, distributors,
and competitors) and nonmarket players (i.e., policymakers and the
general public) in less developed countries (Dobers & Halme, 2009). In
addition, SMEs are resource-constrained, suggesting that profitable
SMEs stockpile profits and avoid spending on nonessential activities
such as CSR and sustainability programs. It is important to collaborate
with industry rivals to perform CSR activities in these contexts.

Given that interfirm collaboration enables firms to acquire the
resources required to reduce uncertainty (Harrigan & Newman, 1990;
Pfeffer & Salancik, 1978), it is reasonable to argue that such collabora-
tion leads to social benefits. First, previous research suggests that col-
laboration with suppliers (or customers) can be an important driver of
environmental performance (Albino, Dangelico, & Pontrandolfo,
2012). In developing economies which are characterized by resource
constraints for undertaking social and environmental activities
(Dobers & Halme, 2009), firms that collaborate are likely to use inter-
firm relationships to gain resources (Elg, 2000; Goes & Park, 1997).
Second, collaboration with firms that have a positive reputation, such
as environmental NGOs, may help SMEs to obtain greater credibility
which helps them to consider social and environmental issues more
seriously. Moreover, such collaborations can help enhance the corpo-
rate social image of the firm (Kumar & Malegeant, 2006; Stafford &
Hartman, 1996). Collectively, we posit that:

H1 : Interfirm collaboration positively relates to CSR expenditure.
2.3 | Interfirm collaboration, EO and CSR
expenditure

Having hypothesized that interfirm collaboration relates to SMEs' CSR
expenditure, we suggest that this relationship is dependent on EO.

We develop a theoretical rationale for this hypothesis that the success
of SMEs' interfirm collaboration increases as EO increases. A high
degree of EO in SMEs is a key capability for building a sustained com-
petitive advantage by providing firms with skills to better utilize inter-
nal resources and more efficiently exploit resources from outside
sources (Wiklund & Shepherd, 2003). The strategy literature highlights
how interfirm collaboration results in resource acquisition and knowl-
edge transfer (Hardy, Phillips, & Lawrence, 2003). Given that entre-
preneurial firms' success increases with their number of opportunities
(Anderson & Eshima, 2013), it is likely that SMEs that can acquire
resources through interfirm collaboration will pay more attention to
their social and environmental performance. In addition, as EO repre-
sents a firm's risk taking, innovativeness and proactive behavior
(Miller, 1983), it is likely that firms which are more EO oriented will
pursue interfirm collaboration not only to transfer existing knowledge
between organizations but also to facilitate the creation of new
knowledge and produce synergistic solutions to solve social problems
(Hardy, Phillips, & Lawrence, 2003). Furthermore, the cost of
implementing CSR activities is likely to be higher when the firm has
no collaboration with other firms in or outside the industry. Greater
levels of EO provide the firm with the capability to undertake activi-
ties when resources are available. Thus, as collaboration brings the
required sources and skills that cannot be produced internally, EO
facilitates the conversion of these resources (Lumpkin & Dess, 1996)
to identify social opportunities and produce solutions to social prob-
lems. For example, studies in the not-for-profit sector suggest that
while collaboration results in better resource and skills acquisition
which helps in building capacities to address social problems more
effectively (e.g., Gray, 1989; Huxham, 1996), EO provides a firm with
additional skills to better utilize its internal resources and more effi-
ciently exploit resources from outside sources (Wiklund & Shepherd,
2003). Based on the foregoing discussion, we suggest that:

H2 : EO positively moderates the relationship between interfirm col-

laboration and CSR expenditure.

2.4 | Interfirm collaboration, EO, market
turbulence, and CSR expenditure

While the effect of interfirm collaboration on CSR expenditure is
moderated by EO, we argue that this moderation is more pronounced
when market turbulence is greater. Accordingly, we examine a bound-
ary condition for EQ's role in the interfirm collaboration-CSR expen-
diture relationship by examining how market turbulence impacts this
linkage. Environmental turbulence reflects “the rate of change in the
composition of customers and their preferences” (Jaworski & Kohli,
1993, p. 57) and is one of the external environmental factors that
push firms to collaborate with others (Alexiev et al., 2016). When the
market is characterized by low turbulence, customers' tastes and pref-
erences change slowly, while SMEs operating in turbulent markets
must frequently improve their products and services to respond to

customers' changes in tastes and preferences (Jaworski & Kohli,
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1993). The EO literature shows that EO is more valuable in dynamic
environments (e.g.,, Covin & Slevin, 1989; Zahra & Covin, 1995).
Indeed, given that EO is important in realizing the benefits of interfirm
collaboration, we argue that the ability of EO to translate the effect
of interfirm collaboration to greater CSR expenditure is dependent
on market turbulence. In turbulent environments, multiple changes
in market needs and competitor actions require quick reactions to
respond to market opportunities. Managers recognizing this chal-
lenge can design responses to market demands including esta-
blishing and maintaining interfirm collaboration relationships with
external parties (Alexiev et al., 2016). Further, the rate of change
and uncertainty characterized by turbulence is more likely to affect
the implementation of EO. For example, environmental contingency
theory argues that complexity, rate of change, and uncertainty
effect firm capabilities and behaviors (Hatch & Cuncliffe, 2006; Pen-
nings, 1975). Consequently, the effect of EO on the relationship
between interfirm collaboration and socially responsible behavior
such as CSR expenditure is expected to vary across different envi-
ronments. Thus, we propose that:

H3 : The moderation of EO on the relationship between interfirm
collaboration and CSR expenditure is stronger when market

turbulence is high than when it is low.

3 | RESEARCH METHOD

3.1 | Sample and data collection

We collected data from Ghana to test our hypotheses because the
country is one of the most prominent countries in sub-Saharan
Africa in terms of economic growth. Ghana has championed con-
temporary reforms in terms of deregulation, privatization, and lib-
eralization to ease cultural, regulatory, and political constraints.
According to a recent World Bank Country report (2019), the
growth rate for Ghana is about 8% and is underpinned by SMEs.
Despite this growth potential, the country has a weak law
enforcement capacity for addressing social investment (Julian &
Ofori-Dankwa, 2013). In addition, Ghana has weak governance
structures and underdeveloped institutional standards for moni-
toring the enforcement of laws. Consequently, it is appropriate
and interesting to see how interfirm collaboration influences
SMEs' CSR expenditure in Ghana.

Our major focus was chief executive officers (CEOs) for informa-
tion on independent variables utilizing a face-to-face questionnaire
method and we collected data from private, small- and medium-sized
family firms. We selected 811 firms held in Ghana Revenue
Authority’s databases according to the following criteria: (a) indepen-
dent entities with no affiliation to any group or companies and (b)
businesses employing a maximum of 250 full-time employees.

We captured independent firms without affiliation to other com-
panies so that they did not receive funds from the group for CSR

activities. We sampled firms that employed a maximum of 250
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employees because we aimed to investigate only SMEs (Ghana Statis-
tical Service, 2000).

The questionnaire consisted of two parts which were separated
and put into two different envelopes with cover letters. Part A related
to measures such as interfirm collaboration and other control vari-
ables. Part B addressed CSR expenditure and financial slack resource
variables. Part A was filled out by CEOs and Part B was completed by
chief financial officers or individuals in charge of financial/budget
affairs within the same firm. In the first survey (T1) we received 241
responses from the CEOs.

In the second survey (T2), we contacted the finance managers of
the 241 firms for information on CSR expenditure and conducted
face-to-face questionnaires. We excluded 11 firms because they
could not identify their finance managers and so we used 230 com-
plete responses for our analyses, representing a 28.36% overall
response rate. The use of multiple sources of information is crucial
because using single sources is often associated with common
method bias (Chang, van Witteloostuijn, & Eden, 2010). The final sam-
ple contained firms with a mean age of 33.64 (SD = 33.35) years and
mean size of 203 (SD = 982.03) full-time employees.

We investigated the possibility of non-response bias by following
the procedures suggested in previous studies (e.g., Rogelberg & Stan-
ton, 2007) and compared the early and late respondents in terms of
firm age, firm size, and industry by employing Pearson's chi-square
test for discreet variables (Greenwood & Nikulin, 1996). The results
indicated that early and late respondents did not differ in terms. Thus,

nonresponse bias does substantially influence our findings.

3.2 | Measure of constructs
We derived our measures from previous studies, and these were cap-
tured on a seven-point Likert scale. Table 1 presents the specific items

used in both studies and their respective factor loadings and t-values.

3.2.1 | Interfirm collaboration

We defined interfirm collaboration as the degree to which firms place
importance on other firms in various stages of the innovation process
(Alexiev, Volberda, & Van den Bosch, 2016; West & Bogers, 2014).
Accordingly, we used six items from Alexiev, Volberda and Van den

Bosch (2016) to measure the degree of interfirm collaboration.

3.2.2 | Entrepreneurial orientation

We operationalize EO as a nine-item, three-dimensional construct
(Miller, 1983; Covin & Slevin, 1989). Accordingly, we used Covin and
Slevin's (1989) 9-item EO scale constituting innovativeness,
proactiveness, and risk-taking. Each item was measured on a 7-point
rating scale with anchors ranging from 1 = not at all to 7 = to an

extreme extent.
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TABLE 1  Constructs, measurement items and reliability and validity assessment

Factor loadings (t-

Item description values)
Interfirm collaboration: o = 0.90; CR = 0.92; AVE = 0.72; HSV = 0.13
In the past 3 years, to what extent has your organization ...
...worked together with other organizations for product and/or service innovations. 0.77 (1.00)
...worked together with other organizations in order to put new products and services to market 0.92 (15.69)
...worked together with other organizations in order to put new products and services to market 0.82(13.28)
...allied with other organizations in order to introduce new products and/or services 0.78 (12.09)
...implemented joint promotional activities for new products and/or services 0.83(13.39)
...maintained joint distribution and service agreements for new products and services. 0.76(10.86)
...signed contracts with other companies and institutions for product development 0.79(12.99)
Financial resource slack: o« = 0.96; CR = 0.97; AVE = 0.78; HSV = 0.16
This business has uncommitted financial resources that can quickly be used to fund new strategic initiatives 0.88(1.00)
This business has few financial resources available in the short run to fund its initiatives. 0.86 (16.95)
We are able to obtain financial resources at short notice to support new strategic initiatives. 0.89 (17.69)
We have substantial financial resources at the discretion of management for funding strategic initiatives 0.77(11.56)
Market turbulence: o = 0.88; CR.89; AVE = 0.71; HSV = .18
In our kind of business, customers' product preferences change quite a bit overtime 0.75(1.00)
Our customers tend to look for new products all the time 0.94 (26.23)
Sometimes our customers are very price-sensitive, but on other occasions, price is relatively unimportant 0.91 (23.61)
We are witnessing demand for our products and services from customers who never bought them before 0.93 (25.01)
New customers tend to have product-related needs that are different from those of our existing customers. 0.82(19.24)
Innovativeness: o = 0.84; CR = 0.85; AVE = 0.65; HSV = 0.09
In this firm, one of the main goals is to launch many new lines of products/services in next three years 0.78(1.00)
In our firm changes in product or service lines have usually been quite dramatic to achieve 0.80 (12.90)
Competitive advantage
In our firm we have a strong emphasis on R&D, technological leadership, and innovations 0.76 (10.19)
Risk-taking: a = 0.88; CR = 0.90; AVE = 0.68; HSV = 0.17
My firm typically adopts a bold posture when confronted with decisions involving uncertainty, to maximize the exploitation 0.89(1.00)
of opportunities

We have a strong aptitude for high-risk projects (with chances of high returns) 0.95(19.88)
We see bold, wide-ranging acts are necessary to achieve the firm's objectives 0.80(17.71)
Proactiveness: a = 0.89; CR = 0.91; AVE = 0.59; HSV = 0.12
We are often the first to introduce new products and services, new ways to produce 0.75(1.00)
These, or new administrative methods
We tend to be ahead of competitors regarding introduction of products and ideas 0.91(19.21)
We typically initiate actions which competitors then respond to 0.83 (14.49)
corporate social responsibility (CSR) expenditure: a = 0.95; CR = 0.96 AVE = 0.67; HSV = 0.14
% of return on investment spent on CSR 0.86(1.00)
% of annual sales spent on CSR activities 0.89 (13.99)
% of annual profit spent on CSR activities 0.74 (11.98)

Abbreviations: AVE, average variance extracted; CR, construct reliability; HSV, Highest shared variance; «, Cronbach alpha value.

Notes: r, reverse coded; t-values are in parenthesis.

3.2.3 | Market turbulence 3.24 | CSR expenditure

We measured market turbulence using six items from Jaworski and This construct was measured as the firm's spending on CSR activities

Kohli (1993). as a percentage of sales, return on investment, and profit; thus
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providing a more reliable measure of the extent of firms' commitment
to CSR activities (Julian & Ofori-Dankwa, 2013). Overall, we used

three items to capture CSR expenditure.

3.25 | Control variables

We accounted for several control variables: firm size, firm age, financial
resource slack, CEO tenure, and industry type. These variables have
been found to influence corporate social performance (e.g., Jia & Zhang,
2013; Julian & Ofori-Dankwa, 2013). Financial resource slack was cap-
tured by four items following Atuahene-Gima, Slater, and Olson (2005).
Firm size was measured by using the log of the number of employees,
while firm age was measured as the log of the number of years since a
firm's inception (Akgiin, Keskin & Byrne, 2012). CEO tenure was cap-
tured by using the number of years the CEO has been employed in his/
her current position (see Boling, Pieper, & Covin, 2016). We measured
industry type using a dummy (O = manufacturing, and 1 = service).

3.3 | Common method bias, validity, and reliability
To assess common method bias in our data, we followed three major
procedures. First, we followed Cote and Buckley (1987) and estimated
three competing models to account for common method bias in our
data. In Model 1, we estimated a “trait-only” model which allowed all
the indicators to load on a single latent factor. We ran a “method-
only” model (Model 2) which allowed each indicator to load on its
respective latent factor. In Model 3, we ran a “trait-method” model
which combines models 1 and 2 where a common factor links all the
indicators into Model 2. The goodness of fit indicators indicated that
Models 2 and 3 improve on Model 1. In addition, we did not find any
significant difference between Model 3 and Model 2. Hence, we con-
cluded that common method bias has no major influence on our data.
Second, we followed Lindell and Whitney's (2001) approach and iden-
tified an item that has no conceptual ties with any of the constructs
used in our study. We used “Our markets are noted for competition
between companies”, an item that measures competitive intensity.
We recorded insignificant correlations ranging from —0.01 to 0.05 for
our sample. Overall, we are confident that common method does not
have any effect on the results reported in this study.

Third, we used Harman's one-factor test to account for common
method bias. The results revealed a poor model fit (Table 2). This

TABLE 2  Results of confirmatory factor analysis
x2/df CFI
Recommended values <3 >0.9
Full model CFA 1.40 0.98
One factor model CFA 2.90 0.55

Corporate Social Responsibility and "3,
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result suggests that a bias factor is unlikely to explain the variances in
the measures.

Next, we assessed the reliability and validity of our multi-item
constructs. The standardized factors for each item are significant at
1% (Table 1). This provides support for convergent validity. In addi-
tion, we assessed Cronbach's o, the average variance extracted (AVE),
and composite reliability (CR) of our constructs for the data. We
received Cronbach's « values that were higher than the suggested
cut-off value of 0.70 for all constructs (Fornell & Larcker, 1981). All
values for CR were significantly larger than 0.60, the level considered
as evidence for convergent validity (Bagozzi & Vi, 2012).

We assessed the discriminant validity of our constructs by run-
ning a series of comparison tests to examine significant differences in
chi-squared of our model against a series of restricted models with
the correlation between each pair of latent constructs constrained to
unity. These were tested one pair of constructs at a time. The results
confirmed each pair of constructs to be mutually distinct. We
followed Fornell and Larcker's (1981) approach and assessed discrimi-
nant validity by inspecting whether the AVE was larger than the
highest shared variance (HSV) for each pair of constructs. Results
show that each construct's AVE is larger than the HSV between each

pair of constructs, suggesting discriminant validity for our constructs.

4 | RESULTS

The descriptive statistics and correlations are shown in Table 3. We
tested our hypotheses using stepwise regression analysis but before
testing the hypotheses, the variables were standardized to attenuate
the potential threat of multicollinearity (Aiken & West, 1991). We
obtained 2.34 as the largest variance inflation factor, which is far
below the suggested threshold value of 10 (Neter, Kutner,
Nachtsheim, & Wasserman, 1996). This suggests that multicollinearity
was not a substantial problem in this study. The data were also
checked for potential violations of normality and outliers. The results
suggest no substantial violations. Thus, we concluded that the data
was ready for testing our hypotheses.

The results of the hypotheses testing are shown in Table 4
(Models 1-4). Model 1 contains the control variables. Model 2 adds
interfirm collaboration as the independent variable. Hypothesis 1,
which argued that interfirm collaboration is positively related to CSR
expenditure, received support ( = 0.14, p < 0.05). Hypothesis 2 pro-

posed that EO moderates the relationship between interfirm

NNFI RMSEA SRMR
20.9 <0.08 <0.08
0.97 0.06 0.07
0.29 0.10 0.15

Abbreviations: CFIl, comparative fit index; CFA, confirmatory factor analysis; NNFI, non-normed fit index; SRMR, standardized root mean square residual;

RMSEA, root mean square error of approximation.
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TABLE 3  Descriptive statistics and correlations
Variables 1 2 3 4 5 6 7 9
Firm size (employees)®
Firm age (years) 2 0.03
Financial resource slack 0.06 0.04
Industry type 0.03 0.02 0.10
Chief executive officer tenure -0.05 0.04 0.07 0.01
Market turbulence -0.11 -0.07 -0.13* 0.04 0.04
Entrepreneurial orientation -0.08 -0.09 0.11 0.08 -0.08 0.15*
Interfirm collaboration —-0.14* —-0.02 -0.16* 0.13* -0.11 0.26™* 0.19**
Corporate social responsibility expenditure 0.19** 0.04 0.28* 0.05 -0.06 0.15* 0.10
Mean 3.54 1.60 3.86 0.50 8.78 5.467 4734 5.73%
SD 0.80 0.43 .94 0.30 6.90 0.87 0.95 6.33%
?Log transformed.
*p < .05.
**p < .01.
TABLE 4  Results of hierarchical regressions (dependent variable: corporate social responsibility expenditure)
Variables Model 1 Model 2 Model 3 Model 4
Controls
Firm size (employees)? 0.14** 0.14** 0.12* 0.14**
Firm age (years)® 0.05 0.05 0.03 0.04
Financial resource slack 0.19*** 0.20*** 0.17*** 0.19***
Industry type 0.02 0.02 0.01 0.03
Chief executive officer tenure -0.04 -0.04 -0.02 —-0.03
Main effects
H1: Interfirm collaboration 0.14** 0.13** 0.10*
Entrepreneurial orientation (EO) 0.09* 0.09*
Market turbulence (MT) 0.11* 0.11*
Interaction effects
H2: Interfirm collaboration x entrepreneurial orientation 0.37*** 0.30***
Interfirm collaboration x MT 0.09*
H3: Interfirm collaboration x entrepreneurial 0.52***
orientation x MT
F-value 2.49** 3.97** 4.81*** 7.68***
R? 14 20 23 31
AR? - 0.06 0.03 0.08
Largest variance inflation factor 1.60 1.56 1.57 2.34

Notes: N = 230; Standardized coefficients are shown.
?Logarithm transformation of original values.

*p < .10.

**p < .05.

***p < .01.

collaboration and CSR expenditure. We tested this hypothesis in
Model 3 by adding the interaction terms between interfirm collabora-
tion and EO. The results reveal that EO positively moderates the
interfirm collaboration-CSR expenditure relationship (8 = 0.37,

p < 0.01). Moreover, the result in Figure 2 demonstrates that the

effect of interfirm collaboration on CSR expenditure is enhanced
when EO is greater. To further investigate the direction of the interac-
tion, we followed Aiken and West (1991) and conducted a simple
slope test. The results of the simple slope test show the relationship

between interfirm collaboration and CSR expenditure is positive when
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entrepreneurial orientation on corporate social responsibility
expenditure

EQ is high (b = 0.21, t = 3.29, p < .01), whereas the relationship is non-
significant when EO is low (b = 0.05, t = 0.37, p > .10). Thus, the sim-
ple slope test supports our regression results in Model 3, which
confirms Hypothesis 2.

Model 4 tests Hypothesis 3, which proposed that the moderation
of EO on the relationship between interfirm collaboration and CSR
expenditure is stronger when market turbulence is high than when it
is low. To test the three-way interaction, we multiplied the mean-cen-
tered interfirm collaboration, EO, and market turbulence scores for
each firm. The results show that the three-way interaction is signifi-
cant (B = 0.52, p < .01). This result suggests that the moderation of EO
on the interfirm collaboration-CSR expenditure relation is influenced
by market turbulence. To examine the direction of this moderation,
the slopes of the four cases were plotted (combining high/low EO and
high/low market turbulence) (Figure 3). Next, we conducted a slope
difference test to examine the resulting plots by following the
approach suggested by Dawson and Richter (2006). The simple slope
test showed that in turbulent environments, the relationship between
interfirm collaboration and CSR expenditure is significant and positive
when EO is high (b = 0.38, t = 3.21, p < .01). However, the relationship
between interfirm collaboration and CSR expenditure is nonsignificant
when EO is low (b = 0.06, t = 0.53, p >.10). Collectively, the results

from the three-way interaction support Hypothesis 3.

5 | DISCUSSION

Building on the RDT theory (Pfeffer, 2005; Pfeffer & Salancik, 1978),
this study explored how interfirm collaboration affects CSR expendi-
ture in a developing country. In addition, the study developed theoret-
ical arguments concerning how a firm's strategic posture facilitates
the interfirm collaboration—CSR expenditure linkage. Furthermore,
we examined the degree of market turbulence to clarify the boundary
conditions of EO's role in terms of the interfirm collaboration-CSR
relationship. The first finding of the study (i.e., interfirm collaboration

positively relates to CSR expenditure) shows the relevance of the

5
4.5
—o—(1) High EO, High market turbulence
4 ——(2) High EO, Low market turbulence

——(3) Low EO, High market turbulence

351 —&—(4) Low EO, Low market turbulence
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Low interfirm High interfirm
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FIGURE 3 Interaction of interfirm collaboration, entrepreneurial

orientation, and market turbulence on corporate social responsibility
expenditure

previously ignored role of interfirm collaboration in the CSR literature.
By integrating recent studies on interfirm collaboration (Alexiev, et al.,
2016; De Faria, Lima, & Santos, 2010) with the CSR literature (Albu-
querque, Koskinen, & Zhang, 2019; Dobers & Halme, 2009; Julian &
Ofori-Dankwa, 2013; Matten & Moon, 2008), this study contends
that interfirm collaboration can improve CSR expenditure. The second
finding of this study (i.e., EO moderates the relationship between
interfirm collaboration and CSR expenditure) offers new evidence that
EO, which is considered an important firm capability (Alvarez &
Busenitz, 2001; Lumpkin & Dess, 1996), is an important moderating
factor that converts interfirm collaboration into greater CSR expendi-
ture. Consistent with these arguments, our result supports the posi-
tive moderating effect of EO on the interfirm collaboration-CSR
expenditure relationship. This is because EO capabilities provide a
firm with skills to better utilize its internal resources and more effi-
ciently exploit resources from outside sources (Wiklund & Shepherd,
2003). The third finding (i.e., the moderation of EO on the relationship
between interfirm collaboration and CSR expenditure is influenced by
the degree of market turbulence) clarifies the boundary conditions of
EO's role in terms of interfirm collaboration-CSR linkage, especially in
turbulent markets.

The findings from the present study contribute to the existing lit-
erature in three main ways. First, the findings extend our understand-
ing of the influence of interfirm collaboration on the social
performance of SMEs in developing countries such as Ghana. Within
the strategy literature, this study clarifies the role of interfirm collabo-
ration as an important antecedent of CSR spending. While previous
research has shown the importance of interfirm collaboration in driv-
ing firm-level outcomes such as innovation (e.g., Kang & Park, 2012;
Schleimer & Faems, 2016) and performance (Albino, Dangelico &
Pontrandolfo, 2012; Vaccaro, Parente, & Veloso, 2010; Wang, Dou,
Zhu, & Zhou, 2015), empirical evidence on the effects of interfirm col-
laboration on CSR expenditure is scant. The findings from this study
show that when firms collaborate with other firms, they do well in
their CSR activities. Thus, the study provides a more comprehensive

understanding of the influence of interfirm collaboration on CSR
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expenditure. Second, our study contributes to the CSR literature by
empirically validating a theoretical argument that interfirm collabora-
tion-CSR expenditure relationship is moderated by EO, an important
firm capability (Alvarez & Busenitz, 2001). This finding advances our
understanding of the boundary conditions of the effects of interfirm
collaboration. Third, the finding that the moderation of EO in the rela-
tionship between interfirm collaboration and CSR expenditure is
influenced by the degree of market turbulence further clarifies the
boundary conditions of the interfirm collaboration-CSR expenditure
relationship. The finding for Hypothesis 3 indicates that, when EO
is low or when EO is high in environments characterized by low
levels of turbulence, there is no association between interfirm col-
laboration and CSR expenditure. Therefore, market turbulence
constitutes a boundary condition for EO. This is because environ-
ments characterized by uncertainties present an urgent need to
acquire resources since SMEs should constantly, rapidly, and flexi-
bly reconfigure their resource bases. This advances our knowledge
of the complex nature of the interfirm collaboration-CSR expendi-
ture relationship by suggesting that in the interfirm collaboration
process, higher EO may facilitate CSR expenditure when market
turbulent is greater.

Beyond the theoretical implications, the present study has some
practical implications. First, interpreting the findings from a practi-
tioner's point of view, the results suggest that interfirm collaboration
can help SMEs with their expenditure on CSR activities. More specifi-
cally, the results suggest that increases in interfirm collaboration are
associated with increases in CSR expenditure to the extent that the
relationship is more positive when EO is high in turbulent environ-
ments. This insight might be particularly important for SMEs operating
in developing countries where the market is characterized by greater
uncertainty. Second, owners of SMEs could leverage collaborative
activities to enhance their social performance in developing econo-
mies. The finding that interfirm collaboration positively relates to CSR
expenditure suggests that SMEs can overcome resource constraints
to address CSR activities when they collaborate with other firms.
Thus, top managers are advised to leverage interfirm collaboration to
identify new opportunities for their CSR strategy.

6 | LIMITATIONS AND FUTURE RESEARCH
There are some limitations in this study that should be considered
when interpreting the findings. Our focus on SMEs makes it difficult
to generalize the findings to large firms. Therefore, our results are not
informative about populations with large firms. We encourage future
studies to examine interfirm collaboration, EO, and market turbulence
interaction in large firms such as multinationals operating in develop-
ing market economies to determine how our findings might change.
Second, our study was conducted in the empirical context of Ghana.
As such, the results reported in this study should be interpreted in the
context of a developing country. Future studies might replicate our

study in an advanced economy where small firms are much more

resourceful. Third, the cross-sectional nature of our research design
precludes us from making causal claims. Future studies should address
this problem by using a longitudinal design to help eliminate causal
bias. Third, beyond market turbulence and EO examined by this study,
further research could consider other moderators of the interfirm col-
laboration-CSR expenditure relationship. For example, future studies
could examine absorptive capacity and stakeholder pressures as mod-
erators by drawing from the dynamic capability perspective and stake-
holder theory. Finally, the data for measuring interfirm collaboration
are subjective. Actual objective collaboration data could not be
obtained from the SMEs due to privacy concerns. We encourage
future studies to use objective data in measuring interfirm
collaboration.

7 | CONCLUSION

Despite the foregoing limitations, the results reported in this study
show that high levels of interfirm collaboration positively drive SMEs'
CSR expenditure and that this relationship is positively moderated by
EO in turbulent environments. Collectively, the findings from the
study extend the CSR literature and contribute to theory development
by providing a clear illustration of how SMEs' collaborative efforts
yield greater expenditure in CSR activities. They also shed light on the
specific conditions in which interfirm collaboration impacts on SMEs'

CSR expenditure in turbulent market contexts such as those found in

developing countries.
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