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Abstract: Research on Corporate Social Responsibility (CSR) is not new but relatively very few researches
have been focused on the influence of CSR on the organizational performance (OP), employee commitment
(EC) and on the mediating role of EC with the CSR and OP. The current study was conducted on the sample
size of 806 employees working in two reputable banks of Pakistan. The current study uses the PLS-SEM 3.0
version to test the proposed hypotheses. The results of current research study revealed the significantly
positive link between the CSR with the performance of the organization, CSR with EC and the study also
found the positive results of mediating role of EC between the CSR and OP. The study also suggests some
significant future implication regarding the importance of CSR actions and its uses that can increase the
commitment level of the employees, they feel proud to become part of that organizational who is socially

responsible and the performance of the organization will also be enhanced.
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1. Introduction

Corporate social responsibility (CSR) is being thought of in twenty first century that give the
necessary financial tools of organizations and business hence several scholars believed that (CSR)
may be necessary responsibilities of high-level managers to enhance performance of corporations
(Hanzaee, K. H & Sadeghian, M., 2014).
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The awareness of CSR has not new, discussion concerning it's began since Fifties it's since
continuing for growing in significance and importance. It's subjected for bundle of commitment,
debate and research (Carrol & Shabana, 2010), so the work and research/discussion on CSR seems
which can provide a lot of improvement and development in each professional person and academic
communities of whole world.

CSR is concept whereby companies are committed to work for the welfare of the society and
environment and improve them and these are far away from the actual obligation of the businesses.
The authors further said CSR is a commitment of the organizations to improve economic conditions,
improve the wellbeing of the employee’s families, also enhancing the quality of life of the workers
and communities which they think are good strategy to improve the growth of the businesses.

There is ample of research have been done on CSR and its relationship with the organizational
performance. Review from the literature shows positive, negative and mixed results. Some studies
show negative relationship of Organizational Performance with Corporate Social Responsibility
(Vance, 1975), no significant relationship between Corporate Social Responsibility (CSR) and
Organizational Performance (OP) (Preston, 1978; Spicer, 1980; Aupperle, K. et al. 1985; McGuire, J. et
al. 1988; Davidson & Worrell, 1990), but so many research studies identified the positive and
significant relation of CSR with the OP (Moskowitz, 1972; Bragdon & Marlin, 1979; Abott & Monsen,
1979; Spencer & Taylor, 1987 and Graves & Waddock, 1994). Pava & Krausz's (1995) detailed reviews
of the empirical studies shows that the organizations have met social responsibility criteria and
performed well in terms of the relationship of CSR with OP.

Orlitzky, M. et al. (2003) shows in their recent meta-analysis n study shows positive relationship
between the CSR and OP. they only discuss about the financial relationship of CSr with the
performance of the organization. Therefore, it is very necessary to understand and recognize the non-
financial relationship and effect of Corporate Social Responsibility on the Organizational
Performance of the banks. Banks are financial institutions which provide financial intermediary
services on behalf of its customers and manage risks associated with borrowers (Greenbaum &
Thakor, 2007). Banks have a huge impact on society because they are the main player of economy.
Yeung, S (2011) suggested in his research that if any bank wanted to be social responsible so the bank
has to create the perspective of risk management, corporate ethics and corporate social responsibility
through internal management through individuals and methods; experience advanced financial
products through internal management and through external management of economic situations
for the benefit of the parties concerned; and protect the rights of the customers and address the
complaints of customers with setting the channels for them. Literature evidences European banks are
playing active role in CSR than their counterpart banks in South Asian countries.

The understanding and practice of CSR among most of the developing nations is very limited to
charitable activities, CSR has not yet fully been explored in the developed countries context including
Pakistan (Galdeano, Ahmed, Fati, Rehan & Ahmed, 2019; Jariko, Bersen, & Jhatial, 2016). Banking
Sector of Pakistan, particularly state-owned banks are relatively under-researched with respect to
their role in CSR hence, more research is needed to be undertaken for deeper understanding of CSR
and its importance in Organizations. Almost 95% of the financial system of Pakistan is served by
banks (Husain, 2006) therefore, it is very important to identity the performance of banking sector in
the context of CSR. Secondly, effect of CSR on the performance of the organizations have been

relatively unexplored in the banking sector of Pakistan and its socio- economic conditions within
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Pakistan is one of the important issues and there are so many studies have been conducted on the
impact of CSR on employees’ perceptions or commitment level but no any study have been
conducted on the mediation role of employee organizational commitment and its influence on the
performance of the organization within the context of banking sector of Pakistan in the light of social
identity theory (SIT) therefore, the contribution of the study is to identify the mediating role of
employee commitment with the relationship between CSR and OP (Khuwaja, Umrani, Shaikh,
Ahmed & Shar, 2019).

2. Literature Review and Hypothesis Development

2.1. CSR and Organizational Performance

According to the of Brundtland (1987), the definition of CSR is “the route of growth that meet
wants and needs of current generations also their inspirations and they are not compromising the
ability to meet with the needs and wants of future generation.” Wood (1991), explained that the
business organizations have some rules and principle of corporate social responsibility e.g. how
organization can be responsive towards society, programs, policies, noticeable outcome as they're
highly associated with the outcomes of social issues and relationships of organization.

Fatima, T (2019), stated the importance of CSR in the business field which is also widely discuss
in current research arena, they examined the relationship between the CSR and OP in the presence of
resource based prospective, the authors suggested that when any organization initiate CSR projects
and become social responsible can get maximum profit from their intangibles assets, the stay further
revealed that CSR has significantly positive association with OP (Jermsittiparsert, Siam, Issa, Ahmed
& Pahi, 2019). Based on general and theoretical support the CSR has positive relationship between
Organizational performance, for example, the resource-based view of the organization discussed by
(Branco & Rodrigues, 2006), in their study authors recommended that the competitive advantage of
the sustainability may get through applying the practices of CSR. There are enough resources within
the organization but no any organization will develop the skills of the organization by only watching
their competitors, that's also mentioned in the previous research and results are mixed on the
relationship between the performance of organization and CSR practices, which can be stem through
various reasons, few variables from them have mediating relation of CSR with the performance of
the. Another past study was conducted on CSR insights that targeted typically on customers insights
of CSR activities, that’s paying very little attentions for workers insights, cooperation played vital
role in the execution of CSR activities (Pearce & Ensley, 2004). Many studies shared their mission
which are often increased the performance of organizations and innovation effectiveness (Howell &
Frost, 1989; Pearce & Ensley, 2004). CSR has substantial impacts upon organizational performance
(Choi & Yu, 2014). Based on the above literature review researcher have proposed the relationship of
CSR with OP in the public and private banks of Pakistan:

H1: CSR will be positively related to the organizational performance.

2.2. CSR and Employees’ Organizational Commitment

According to Meyer and Allen (2001), Employee Commitment is defined as it is psychological
bond of the workers towards their organization, strength will depend on degree of employee’s

involvement, loyalty and belief of employees add values to organizations. Employee organizational
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commitment is considered to activate the mind of human and generate human energy to work for
the betterment of their organization and become loyal employees (Jaw and Liu, 2004).

Faried, T. et al. (2019) conducted research on the employee’s perception of the CSR on
organizational citizenship behaviour (OCB) and employee work engagement (EWE) based on social
exchange theory, the results shows positive link between the CSR with OCB and EWE. Committed
employees are always considered as a greatest asset for any kind of company and companies will
have to play major roles for overall profitability and efficiency for their businesses. (Hurter, 2008)
argues that high level of commitment will tent to give benefits to the organisations e.g. continuous
enhancement in inflows, active participation of employees in every task will be increased their
efficiency, in this way the cost of the organization will be reduced. They further conclude their study
with positive relation of CSR with EC.

Committed employees believed in enhancing the organisation efficiency and they feel secure at
their jobs, they're well trained, feel proud in team work thus they're enjoying doing their jobs (Hsein
Ho, 2009). Worker commitment has essential implications towards hiring and recruitment. Through
examining key drivers of staff commitment, organizations will move list of qualities for guiding them
once they are developing and recruiting committed work forces each year of organisations that will
give financial support to substantial quantity of cash in developing and coaching/ training their work
forces just for seeing potential, hard worker and productive staff will be applying to every jobs, and
they are capable for joined competition (Ahmed & Ogalo, 2019; Scott, 2007), they identified the
positive relation of EC with CSR.

Commitment of employees resulted in best conclusion and benefits that enclosed in improved
job performance, improved total return to shareholders, decrease employee’s turnover, increase sales,
decrease the intentions for leaving the jobs, decrease the intentions for search of alternatives, decrease
absence (Brown, S., et al. 2011), the results shows that the CSR have positive association with the

employee commitment. The following hypothesis is proposed by researcher based on the literature:

H2: CSR will be positively related with organizational commitment.

2.3. Mediation of Employees’ Organizational Commitment

Researchers conducted extensive research on the relationship of CSR with EC within the
organizational business context, employees’ perception about the CSR and also on the effect of CSR
on different stakeholders, but current research paper proposed the model in which employee
organizational commitment acts as a mediator between CSR and OP. Researcher believed that this is
the unique research in which researcher have combine these variables together. According to the
(Stawiski et al. 2010; Imran, Ali. (2010), when organization done good actions than the employees will
discuss about the activities of the organizations with outsiders and feel proud of the belongingness
with the organizations and the results shows the significant and positive relationship of CSR with
OC. The researcher further suggests that when any organization want to get maximum benefits from
their CSR than they should involve their employees in the discussion making process about which
actions of CSR should take for the welfare of the employees, communities and environment. When
the employees are more influenced with the action of the CSR then the commitment level of the
employees will be increased which ultimately increase the performance of the organization. Popular
literature suggested the positive results with the mediating role of EC between the CSR and OP for
instance, the study of Alj, I. (2010); Kim, B. J. et al. (2019) they also suggest that there is very limited
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study have been conducted on the CSR and its effects may be because of limited understanding of
the importance of the CSR, therefore, based on the above discussion the following hypothesis is

proposed.

H3: Employee commitment mediates the relation between CSR and performance of the

organization.

3. Methodology
3.1. Participants

C.R. Kothari, (2004), stated that the concept and structure of the research design through which
any research can be carry out, it will be established with the collection of data, measurement and
analysis of data in a very fine way which will combine in such a way that combines the significance
level with the research and economic processes.

The population of this study were the NBP and HBL, these banks have contributed hugely to
organizational performance. These banks have been making large contributions to social and
economic development of Pakistan economy. It was not possible for the researcher to target entire
population of all branches of NBP and HBL in Pakistan to operationalize, by considering the
researchers’ time and dimensions, so sometimes the accommodation sample is known as available or
random sample (Babbie, 1988) is used to collect the data. Sample group of this study is depending on
the substances which are accessible- or close and easily accessible (Bruce L. Berg, 2001). The simple

random sampling was used to collect the data.

Table 1. Respondents’ Profile

Variable Category N Frequency %
Gender Male 806 660 81.9
Female 146 18.1
Jon experience 1-5 years 806 335 41.6
6-10 years 299 37.1
11-15 years 88 10.9
16-20 years 46 5.7
21 and above 38 4.7
Designation Top management 806 196 24.3
Middle management 407 50.5
Management 203 25.2
Age 18-30 year 806 223 27.7
31-40 years 324 40.2
41-50 years 133 16.5
51 and above 126 15.6

To collect the data the with the help of questionnaire is very famous especially in such cases
where the population is large, so in this research study the questionnaires were sent to the concerned
respondents. According to C.R. Kothari, (2004) a survey questionnaire comprises of various number
of questions which are typed or printed in a different order which should be set on form or forms.
The survey questionnaire was designed to gather information about linkage of CSR activities and

organizational performance NBP and HBL which are located in Pakistan. The total 806 valid number
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of questionnaires were sent to the bank professionals to collect the data. The demographic profile of

the participants is presented in table 1.

3.2. Measures

Corporate Social Performance: CSR is an independent variable measured using a 26-item
adopted from the study of the Maignan & Ferrell, (2004) the scale has six sub practices of CSR: (1)
Community responsibility, (2) Environmental responsibility, (3) Employee responsibility, (4) Investor
responsibility, (5) Customer responsibility and (6) Supplier responsibility with 5- point Likert scale,
from (1=strongly disagree to 5=strongly agree).

Organizational performance: Organizational Performance is dependent variable measured by
Five items adopted from the research of Gregory & Derozdenko, (2010) with a 5-poimt Likert scale
ranging from 1= strongly disagree to 5= strongly agree.

Employee Organizational Commitment: Employee Organizational Commitment is dependent
variable which is measured by three items adopted from the research work of Jaworski & Kohli,

(1993) with 5-point Likert scale ranges 1=strongly disagree to 5=strongly agree.

4. Findings
4.1. Partial Least Square Path Modelling

The PLS-SEM is the variance-based technique which is very useful for the calculation of the
structural path models. So, in this paper researcher has been used the structural equation modelling
(SEM) through partial least square (PLS) for testing the hypotheses. PLS- SEM is very famous
statistical tool from many years and it is highly accepted because of its capacity in allowing the
development of the parsimonious which are predictive based model. (Hair, Ringle, and Sarstedt,
2011; Hair, Hutt, Ringle and Sarstedt, 2016). It has many advantages because PLS-SEM can ease the
assumptions on any size of sample (small or large), and likewise it can forward the vigorous
outcomes in the exploratory research (Chin, 2010). Since the estimations of PLS-SEM model
consistently depends with respect to composites, in any case of the specification of the measurement
model, the technique can process brilliantly and developmentally indicated the measurement models
without the issues of identification (Hair et al. 2011). Therefore, based on these references’ researcher
have been used the PLS-SEM approach. The Smart PLS 3.0 by using two-stage approach was used to
test the data which was proposed by Anderson & Gerbing (1988).

4.2. Results of Measurement Model

The measurement model is used for all the latent variables to test the reliability, convergent
validity, and discriminant validity prior to test the proposed hypotheses. The results found from the
analysis of measurement model which are presented in table 2. Based on table: 2 the given values
suggest that the loadings of all the latent variables are greater than 0.5 as recommended by (Barclay,
Higgins, and Thompson, 1995; Chin et al. 2010). AVE is mostly used to measure convergent validity
and the values of (AVE) are also greater than 0.5 in table: 2. If the value of (AVE) equal or greater
than 0.5 indicates that the variance is 50% more than its indicators. The composite reliability of the
constructs (CR) are greater than 0.7 which is within the satisfactory range also suggested by
(Nunnally & Bernstein, 1994; Hair, Hutt, Ringle, & Sarstedt, 2013). The values of Cronbach Alpha of
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all the variables are greater than 0.7 which is acceptable range. The results of table: 3 indicated that

the discriminant validity of all the constructs meet the standardized criteria.

Table 2. Measurement Model

Construct Item Loading | Cronbach's | Composite | Average Variance
Alpha Reliability | Extracted (AVE)
Community COMR1 0.790 0.808 0.874 0.635
COMR2 0.827
COMR3 0.814
COMR4 0.754
Customer CUSR1 0.780 0.780 0.858 0.601
CUSR2 0.782
CUSR3 0.752
CUSR4 0.788
Employee EMPR1 0.718 0.797 0.860 0.552
EMPR2 0.776
EMPR3 0.738
EMPR4 0.745
EMPR5 0.735
Environment ENVR1 0.800 0.811 0.876 0.638
ENVR2 0.803
ENVR3 0.815
ENVR4 0.775
Investor INVR1 0.803 0.804 0.871 0.629
INVR2 0.806
INVR3 0.768
INVR4 0.795
Org-Commitment | EMPC1 0.812 0.736 0.851 0.655
EMPC2 0.761
EMPC3 0.852
Org-Performance | ORGP1 0.669 0.701 0.816 0.527
ORGP2 0.748
ORGP3 0.717
ORGP4 0.765
Supplier SUPR1 0.743 0.774 0.847 0.525
SUPR2 0.702
SUPR3 0.751
SUPR4 0.701
SUPR5 0.724

4.3. Predictive Power of the Model

The researcher has used the function of PLS Algorithm in Smart PLS 3.0 to determine the

predictive power of the model, for the R2 was assessed. The R2 for the organizational employee
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commitment was calculated as (0.214) and organizational performance (0.262). The acceptable
threshold value for R2 is 0.1 (Fornell & Larcher, 1981) and values of R2 for all the variables in this
research are greater than acceptable criteria of R2. The f- square option is used in PLS algorithm to
obtain the effect size. The examination of f- square is used with R2 in all sizes which has effect on
specific latent variables which relies upon the dependent variables can be examined (Chin, 2010).
Furthermore, to determine the effect size researcher evaluated by using the blindfolding method
in smart PLS to assess the predictive relevance of the dependent latent variables, researcher figured
the Q2 for cross-validated repetition (Fornell and Cha, 1994). The scores gave in Table: 4 recommend
that the values of Q2 are greater than zero for both dependent variables. In this way, the model

proposed predictive relevance (Chin, 1998).

4.4. Results of Structural model

The structural model is used to indicate the causal relationship between the constructs of the
model (Sang, et al. 2010), which incorporates the assessments of the path coefficients and the value of
R2, which indicate the power of prediction of the model. Along with the results of R2 and the path
coefficients the loading and their significance level indicate that the data is well supported with the
hypothesized model (Chin, 1998; Sang et al. 2010). The procedure of bootstrapping with almost 5000
re — samples were performed for the creation of ¢ values in 275 cases for the estimation of structural
model (Hair et al. 2012; Hensler et al. 2009).

Table 3. Discriminant Validity

Constructs 1 2 3 4 5 6 7 8
Community 0.797

Customer 0.467 0.775

Employee 0.544 0504 0.743

Environment 0.580 0.537 0.656  0.798

Investor 0517 0510 0.589 0.578 0.793

Org-Commitment 0.363 0.374 0398 0.336 0.340 0.809
Org-Performance 0.338 0.359 0416 0.327 0.397 0.366 0.726
Supplier 0478 0503 0502 0528 0487 0359 0442 0.725

The results of hypotheses in table: 5 shows that the relationship between the Corporate Social
Responsibility and Employee Organizational Commitment is significant ($=0.463 whereas P < 0.00);
consequently, the hypothesis 1 is significantly supported. The relationship of CSR with OP is
indicated in table: 5 ($=0.403 whereas P < 0.00) is also significant hence, the hypothesis 2 is also

supported in this research study.

Table 4. Blindfolding Results

Construct R-squared  SSO SSE Q2 (=1-SSE/SSO)
Org-Commitment 0.214  2,418.000 2,097.270 0.133
Org-Performance 0.262 3,224.000 2,812.141 0.128

4.5. Mediation Results

Various literature suggests so many methods to determine the mediators. According to Baron

and Kenny (1986) said that “a mediator is a variable that accounts for all or part of the relationship
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between a predictor and an outcome”. In this current research study, the bootstrapping method is

used to test the mediation.

Table 5. Path Coefficients

Hypotheses Relationships Beta SE t-value  Decision

H1 CSR -> Employ-Org Commitment 0.463 0.033 13.832 Supported
H2 CSR -> Org-Performance 0.403 0.036 11.226 Supported
H3 CSR -> Employ-Org ->Commitment 0.083 0.020 4148  Supported

Org-Performance

According to Hair ef al. (2016) in mediating model, the result of indirect effect is given as
significantly positive then there is the existence of mediator effect. The authors also suggest that also
consider the range of confidence intervals, the range between the intervals should be small and bias
should be less (Hair at al. 2016). In this research study the indirect relation between Corporate Social
Responsibility and Organizational Performance is significantly positive ($=0.083, p<0.00, CIL=0.051,
CIU=0.117) it is visibly clear the range between them is small. So, the relationship between the
Corporate Social Responsibility and Organizational Performance is mediated with Employee
Organizational Commitment in this study. hence, hypothesis 3 is also supported. The results of this
study are inspiring and supports the prior studies for example Turkur, (2009) stated that the
Corporate Social Responsibility is positive and strong predictor of Employee organizational
Commitment and association between CSR and EOC is also identifies by many researchers i.e. Meyer
et al. 2002; Bentley, 2006; Brammer et al. 2007. The organization who work for the wellbeing of their
employees than the employees will be more committed towards their organization and work for the

betterment of their organization. Hence, the performance of the organization will be increased.

4.6. Discussion

In this research study researcher has identified the direct relationship of corporate social
responsibility with organizational performance and employee organizational commitment and also
identified the mediating role of employee organizational commitment between corporate social
responsibility and organizational performance. The results of current study (direct relations and
mediating relations) found positive and significant as stated by many authors in their research work.
(Howell & Frost, 1989; Pearce & Ensley, 2004) suggest that the CSR has positive relation with
organizational performance. (Scott, 2007; Ho, 2009; Brown, et al. 2011), stated in their research that
loyal and committed employee can enhance the performance of the organization as well as the
improve the rate of return, increase sales and reduce turnover. According to (Stawiski et al. 2010; Ali
et al. 2010), mediating role of employee organizational commitment will also improve the
performance of the organizations.

This study contributes the facts by analyzing the R2 values, predictive relevance and effect size
of the proposed model by using SmartPLS 3.0 v. the values of R2 of all variables (employee
organizational commitment and organizational performance) of current study revealed that
corporate social responsibility has positive and significant relationship with these variables.

The current study fills the gap by assessing the effect of predictive relevance and effect size of
these latent variables on dependent variables i.e. employee’s organizational commitment and

organizational performance is small which has not been done in the previous research studies.
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4.7. Implications for Theory and Practice

The current research study aims to put light on the importance of theoretical, practical, Social
and methodological implications. First of all, this study has provided the empirical evidence by
adding the social identity theory (SIT) to test the proposed hypothesized relationship (Turkur, 2009)
which stated that based on the literature of SIT it is very important for anyone’s identification to
become a member of organization and it will effects on their self-determination, in this way the
employees will respond towards the success and failure of the organizational as their own/personal
success or failure and will compare it with the success and failure of others.

As per the theory, if employees feel proud of being a member of those organizations who are
socially responsible, in this way the performance and their attitude will be influenced positively
(Ahmed, Mozammel & Ahmed, 2018; Ashforth & Mael, 1989; Dutton et al., 1994; Maignan & Ferrell,
2001; Peterson, 2004; Brammer at al., 2005). So, it can be claimed that when the social identity of the
employees will be enhanced, as a result of that as a member/employee of prestigious organization
will influence on their attitudes, behavior and performance. So, this research is extending the theory
by doing analysis on employee organizational commitment and organizational performance also
investigate the mediation effect of employee organizational commitment between the CSR and OP
which will add further knowledge.

The results of present study conclude that the corporate social responsibility has a significant
and positive relation with the employee organizational commitment and organizational performance
of the banks and there is also significantly positive effect of mediator i.e. employee organizational
commitment between CSR and OP. the results revealed that when the organizations/ banks become
social responsible and they work for the wellbeing of the society as well as for their employees than
the employees will feel proud to become a member of that organization and their work performance

will be increased and overall performance of the organization will also increase.

4.8. Limitations and Future Research

With the help of direct and indirect relation between the CSR, employee organizational
commitment and Organizational performance was studies in this study among the employees of
National bank of Pakistan and Habib bank limited banks of Pakistan. Based on the SIT and literature
suggest that CSR practices can improve the performance of the organizations. In this study the
proposed hypothesized relations are well supported with the results. therefore, the study
recommends the organizations should practice CSR to get the greater performance and sustainability
of their businesses. Though, this study provides much information and importance of the factors
which influence on the commitment of the employees and organizational performance but still there
are some limitations.

This study was conducted on the employees of the two banks of Pakistan, with 806 sample so it
is suggested to the future researchers that they can investigate the role and importance of CSR
towards the performance of organizations in larger scale/sample size and in different
sectors/businesses or different geographic areas. This study can enhance the importance of the CSR
and help the decision makers to make such policies for their employees to make them committed and
loyal for the betterment of their organization, the study further encourages future researcher to add
more factors which can help to extend this research and increase the commitment of the employees

and increase the performance of the organizations.
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5. Conclusion

The results of the current study show that the CSR has a positive and significant relationship
with the organizational performance. Despite of limitations the results shows that the banks who
perform CSR activities have greater impact on the performance of their organizations; CSR has
significantly positive relation with the employees’ commitment in both banks. It is generally
understandable that the organizations who have fair and transparent HR practices and initiates
practices of CSR in the organizations will always regarded highly by their employees/workers
(Aguilera, et al.,, 2007) and employee organizational commitment mediates the positive and
significant relation with corporate social responsibility and organizational performance. Hence the
organization who invest in CSR and start the initiatives of CSR practices can have strong bonding
with their employees and employee’s commitment will also be increased and will work for the

betterment of their organization and the performance of the organization will be increased.
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