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THE IMPACT OF CSR PERCEPTIONS ON WORKERS’ INNOVATIVE
BEHAVIOUR: EXPLORING THE SOCIAL EXCHANGE PROCESS
AND THE ROLE OF PERCEIVED EXTERNAL PRESTIGE

Abstract

The study aims to show how organisational Corporate Social Responsibility (CSR) can
influence workers’ attitudes, especially in terms of Innovative Behaviour (IB). A
second aim is to explore the social exchange process that may underlie this
relationship, by examining the mediating role of Organisational Trust (OT), Affective
Commitment (AC) and Happiness (HAP) and the moderation role of Perceived
External Prestige (PEP). The authors employ structural equation modelling based on
survey data obtained from 315 Portuguese individuals. The findings show that
perceptions of CSR predict IB through a social exchange process which involves the
mediating role of OT, AC and HAP and the moderating process of PEP. They suggest
that managers should implement CSR practices because these can contribute towards
fostering 1B, but also invest in communication and in the process of upgrading
corporate image. This study enriches the existing knowledge about social exchange
relationships in organisational contexts, and responds to the need to understand
underlying mechanisms linking CSR with workers’ organisational outcomes, by
analysing CSR practices from a holistic stakeholder perspective.

Keywords: Corporate Social Responsibility, affective commitment, happiness, perceived
external prestige, social exchange, trust



Introduction

In business organisations, the importance attributed to issues of ethics and social
responsibility has been increasing. The pressures to consider the social and environmental
impact of business operations have been growing steadily over the past four decades
(Branco & Delgado, 2011). Corporate Social responsibility (CSR) is an increasingly
important topic for organisations (Glavas, 2016). Numerous conceptual articles have been
published in major newspapers and trade magazines and now CSR is one of the most
prominent concepts in the literature (Turker, 2009b).

Scholars have studied firms’ social concerns for many decades; however, it is only
recently that interest in CSR has become more widespread (Aguinis & Glavas, 2012). At an
academic level, a growing number of researchers have studied the relationships between
CSR and several strategic areas of business such as: financial performance, the influence on
consumers, the attraction for investors, and the impact on government relations. Corporate
marketing scholars have examined how CSR initiatives help firms develop positive ethical
identities and/or relationships with key stakeholders (Hansen et al., 2011).

Issues related to ethics and CSR are still today understood by most managers as
purely voluntary and are not globally integrated within a systematic management process in
organisations. The topic remained a low priority for most business managers and owners
(Branco & Delgado, 2011). Do companies need to change this policy? The answer to this
question seems to be positive. In the review by Aguinis and Glavas (2012) about what we
know about CRS, systematic positive relationships were found with firm reputation,
consumer evaluation, customer choice, customer loyalty, moral capital, competitive
advantage, attractiveness to investors, operational efficiencies, product quality, perceived
quality of management, employers’ positive attitudes, and financial performance, among
others. However, more research is needed to understand how CSR influences employees
(Glavas, 2016)

Scholars have argued that stakeholders’ perceptions, attitudes and behaviours act as a
mediating process in the relationship between an organisation’s societal and financial
performance (Roeck & Delobbe, 2012). Inside organisations, workers are one of the main
stakeholder groups. They possess, to a greater or lesser extent, three characteristics which
validate their role, namely: legitimacy, urgency, and power (Rodrigo & Arenas, 2008) and
they can contribute highly to organisational performance or failure. Because of this, a
strategic alignment between the goals of business and workers goals is desirable. Assuming
that an organisation’s CSR practices have the power to influence workers’ behaviour,
managers need to understand employees’ responses, so it is important to better understand
the underlying mechanisms between CSR practices and those responses.

Because enterprises are facing pressure to innovate and improve the efficiency and
effectiveness of their business (Wenhua, 2011), and although developing the Innovative
Behaviour (IB) of employees is considered to contribute to improving organisational
efficiency and effectiveness, very little is known about IB (Xerri, 2013). Hence, it is
necessary to explore the issue of why and how the more committed and satisfied worker



becomes the more innovative one. This implies an investigation of the conditions which
underpin such trust within the organisation on the part of the worker.

Such exploration is pertinent since it is known that the innovative behaviour of
individuals represents the foundation of any high-performance organisation (Carmelli et al.,
2006), contributes to maximise organisational efficiency and effectiveness (Xerri, 2013),
and is essential to the development of organisational innovation (Montani et al., 2017).
However, while there is a growing body of literature about IB and its importance in the
workplace (Xerri, 2013), the link between CSR and IB is largely unexplored and many
questions are still to be answered. In this respect, Glavas (2016) poses the question of:
“Why, how, and when does CSR lead to the unleashing of creative potential?” Only a few
studies have examined the organisational factors required to develop an environment that
fosters 1B (Xerri, 2013) and little research addresses the issue of how CSR affects
employee creativity (Brammer et al., 2015).

CSR initiatives can reflect a positive organisational image that subsequently enhances
employees’ pride and willingness to be associated with the organisation as a reputable
entity (Roeck & Delobbe, 2012); moreover, firms with a good social responsibility
reputation are also likely to generate increased motivation, morale, AC and loyalty among
current employees (Branco & Rodrigues, 2006). However, according to Kim et al. (2010),
the role of reflected evaluation (‘construed image’ or ‘perceived external prestige’ [PEP])
has not been addressed in CSR studies and it would be helpful to consider whether
employees identify primarily through self-evaluation of CSR initiatives or through reflected
evaluation of them. Therefore, in this study we explore the role of PEP as a moderator on
the influence of CSR on workers’ behaviour.

The objective of this study is, therefore, to determine the potential influence of the
presence of CSR practices in the workplace, on workers’ attitudes, particularly in respect of
IB. The study intends to evaluate the importance attached by employees to issues of CSR,,
to determine whether the CSR practices are influential upon workers’ 1B, and to identify
which types of social exchange can act as mediators and moderators in this link.
Specifically, we consider Organisational Trust (OT), Affective Commitment (AC), and
Happiness (HAP). We also analyse the data to establish whether the impact of CSR
practices on employees is conditioned by their PEP; that is to say, whether CSR only
contributes to 1B when employees perceive that companies have a good image.

The investigation uses cross-sectional data obtained from a sample of private sector
workers. Data collection is based on a structured questionnaire, and structural equations
modelling is employed to test the proposed model. A multi-group analysis is performed to
test the effects of PEP.

Theoretical Framework

CSR is related to complex issues such as environmental protection, human resources
management, health and safety at work, relations with local communities, suppliers and
consumers (Branco & Rodrigues, 2006). CSR is also the concept most widely used to
address relationships between business and society relations (Branco & Rodrigues, 2006).



The growing body of literature in the field provides various definitions of CSR
(Turker, 2009b). Carroll (1979) defined social responsibility through a model with four
components: economic, legal, ethical, and discretionary. To meet their obligation in regard
of each of these four components, companies must be productive and profitable, by
respecting not only the legal and regulatory requirements, but also unwritten codes,
standards and societal values, and must go beyond that by actively contributing towards
solving social problems.

Carroll and Shabana (2010) observe that the idea that business enterprises have some
responsibility to society beyond that of making profits for the shareholders has been around
for centuries, and they provide an excellent review of the historical background to the
development of the business case for CSR. At the same time, however, it is argued
byBranco and Rodrigues (2006) that firms engage in CSR because they consider that some
kind of competitive advantage accrues to them.

It is pertinent for this study to consider the European Commission’s (2011) definition
of CSR, which is “the responsibility of enterprises for their impacts on society”. In this
connection, respect for applicable legislation, and for collective agreements between social
partners are pre-requisites if that responsibility is to be met. Further, to fully meet their
CSR, enterprises should have a process in place to integrate social, environmental, ethical,
human rights, and consumer concerns into their business operations and core strategy in
close collaboration with their stakeholders.

Among the research studies that have focused on the impact of CSR activities on
internal stakeholders, namely employees, there are various efforts that explain these
relationships and help us to better understand how CSR can affect worker behaviour. The
review by Aguinis and Glavas (2012) that focuses on work attitudes demonstrates that
working for socially-responsible companies leads to increased organisational identification,
retention, organisational citizenship behaviour, commitment, in-role performance, creative
involvement, and also improved employee relations. Nevertheless, Roeck and Delobbe
(2012) argue that studies explaining the underlying mechanisms that drive favourable
responses to CSR remain largely unexplored. Workers® psychological responses to CSR
still need to be investigated, as also do the reasons explaining why and how they happen.

A social exchange approach

Scholars in organisational behaviour have suggested that a better understanding of the
real impact of CSR activities on workers’ attitudes can be gained by examining the
mediating mechanisms involved (Hansen et al., 2011), and this requires a focus on the
nature of the relationships that workers establish with organisations.

In this respect, it is noted that employees are consistently involved in exchange
relationships with their organisations (Montani et al., 2017), and hence, Social Exchange
Theory (SET) is useful as a model for analysis. Social exchange involves a series of
interactions that, over a period of time, generate obligations and liberties between



workplace social network members (Xerri, 2013). The theory of social exchange (SET)
assumes that individuals’ social interactions are driven by rational self-interest, and that
individuals will only enter and remain in exchange relationships as long as the costs in such
relationships do not outweigh their benefits (Wong et al., 2003) but they tend to be
mutually dependent and contingent upon the actions of each entity. This exchange is
characterised by co-operation and reciprocity - that is when one part provides a benefit to
another party, the act generates an obligation on the part of the latter to reciprocate at some
point in the future.

In organisations social exchanges are particularly important because they can be
decisive in respect of organisational and individual performance. They can be used to
explain the link between employee perceptions of workplace aspects and their subsequent
behaviour. Researchers have shown that the quality of these relationships is highly
influential on employee innovation (Baer, 2012). Therefore, the examination of the
exchange variables that underlie the relation between CSR and IB may provide an
integrative understanding of the specific mechanisms accounting for the way in which job
conditions affect employee innovation.

Perceived External Prestige

From the literature it is apparent that corporate image plays a role in the relationship
between CSR and workers’ attitudes. Employee commitment to CSR is a complex and
multi-faceted phenomenon that is influenced both by corporate contextual factors and by
employee perceptions (Collier & Esteban, 2007). But companies fail to convince
stakeholders, and namely, workers, that they are serious about CSR unless they can
demonstrate that their policies consistently achieve the desired social, environmental, and
ethical outcomes (Collier & Esteban, 2007). Many companies are realising that having a
socially-responsible corporate image is a valuable strategic asset (Kim et al., 2010)

An organisation’s PEP or construed image refers to the beliefs held by a member of
that organisation concerning what outsiders think of it (Dutton et al., 1994). Hence, PEP is
distinguished from organisational reputation, since that refers to outsiders’ beliefs about an
organisation, whereas the construed external image captures internal members’ own
assessment of the beliefs held by outsiders about their organisation (Dutton et al., 1994).
PEP is, therefore, an indirect means of organisational image-building, since employees
establish the image of their organisation through their perception of how outsiders see their
firm (Kim et al., 2010). Moreover, employees do pay great attention to CSR initiatives
because these societal actions are used by external stakeholders to make character
judgements about the organisation’s reputation and, by association, that of its members
(Roeck & Delobbe, 2012).

PEP is linked with several positive worker outcomes, for example, if employees
believe that outsiders have a positive perception of their company, they are proud of their
own affiliation with it (Kim et al., 2010), the more positively employees perceive the
external image of their organisation’s CSR, the stronger their organisational identification
will be (Dutton et al., 1994, Glavas & Godwin, 2012), and the pride employees obtain by



working in a respected and prestigious organisation reinforces their self-esteem (Dutton et
al., 1994). PEP is also linked with negative outcomes: if members interpret the external
organisational image as unfavourable, they may experience depression and stress (Dutton et
al., 1994).

It is, therefore, important for managers to cultivate and care for company image and
reputation. A bad image can negatively influence company performance, and the literature
provides several examples of the impact on worker attitudes of a poor image. Indeed,
corporate reputation is a fundamental intangible resource which can be created or depleted
as a consequence of the decisions to engage in or shy away from social responsibility
activities and disclosure (Branco & Rodrigues (2006). Workers themselves often possess
incomplete information about their company, so it is important to provide them with the
right knowledge about their companies’ policies and CSR practices. Social responsibility
disclosures may then be used by firms as one of the informational signals upon which
stakeholders base their assessments of corporate reputation (Branco & Rodrigues, 2006).

Objective and Hypotheses
Perceptions of CSR Predicting 1B

Innovation refers to the intentional introduction and application within an
organization, of ideas, processes, products and/or procedures, new to the unit of adoption,
and designed to significantly benefit the organisation or wider society (West & Farr, 1989).
It consists of various practices, such as opportunity exploration, idea generation,
championing, and application (de Jong & Kemp, 2003), and is closely related to employee
creativity (de Jong & Deanne, 2007). IB refers to employee initiatives related to any
innovation in the organisation including the generation of new and useful ideas, the
communication of ideas and suggestions, and the implementation of ideas (Pundt, 2015).
Such behaviours are purely discretionary and not formally recognised by organisational
reward systems (Ramamoorthy et al., 2005).

The knowledge about psychology and the nature of IB is two-dimensional. On one
hand, the human being is motivated to explore and manipulate the environment in an
essentially creative way. On the other, in order to continue with this attitude, the
environment needs to be free of threats, and provide the individual with psychological
comfort such that s/he feels safe at work (West & Altink, 1996). Hence, 1B may be subject
both to internal factors related to the intrinsic individual characteristics, and external factors
related to culture or organisational environment.

Numerous surveys and case studies making the argument that companies that are
good corporate citizens can attract better talent and have employees that are more
motivated, loyal, and innovative (Glavas & Piderit, 2009). The literature on organisational
justice suggests that a procedural justice component may impact upon IB and when
employees perceive that their employer has fulfilled his/her obligations, they are more
likely to perceive an obligation to engage in discretionary and voluntary behaviours that
may be beneficialto the organisation (Ramamoorthy et al.,, 2005). At the same time,



Brammer et al. (2015) suggest that CSR is positively related to outcomes such as employee
creativity.

Therefore, the following hypothesis is proposed:
 H1: Perceptions of CSR practices have a positive relationship with IB
Perceptions of CSR Predicting OT

As mentioned earlier, social exchanges are of particular importance because they can
be decisive to organisational and individual performances. Good quality relationships built
on respect and trust are the most important determinants of organisational success (Bello,
2012), and research studies highlight the importance of trust for individual well-being in
business environments (Krot & Lewicka, 2012). Those relations can be used to explain the
link between employee perceptions of workplace aspects and their subsequent behaviour. In
a review of the SET literature, Tekleab & Chiaburu (2011) verified that employees who
develop high quality exchanges with their organisations reciprocate by displaying positive
attitudes. Social exchange requires trusting others, and thus, feelings of obligation and trust
are important drivers of the reciprocation of benefits in the social exchange process (Zapata
etal., 2013).

Trust involves one’s intention to accept vulnerability to a trustee’s actions based on
the expectation, or belief, that these actions will be beneficial, favourable, or at least not
detrimental to one’s interest (Colquitt et al., 2007). Krot & Lewicka (2012) suggest that
employees who are treated fairly, perceive their managers as benevolent and, therefore,
reliable or trustworthy. Consequently, it can be seen that trust has the power to generate
attitudinal and behavioural reciprocation between exchange partners (Tekleab & Chiaburu,
2011). It usually involves a perception of congruency, or the belief that the trustee adheres
to a set of principles and values considered as acceptable by the trustor (Roeck & Delobbe,
2012).

Perceived CSR sends important signals to employees about an organisation’s ethical
stance and moral values, and therefore, the extent to which it can be trusted (Roeck &
Delobbe, 2012). CSR may serve as the basis of presumptive trust (Bauman & Skitka,
2012). Hansen et al. (2011) seem to be the first to have investigated the benefits of CSR
initiatives in terms of employees’ trust evaluations and subsequent behaviour (Roeck &
Delobbe, 2012), finding that employee OT partially mediates the relationship between CSR
and employee attitudinal and behavioural outcomes. Roeck & Delobbe (2012) find
evidence that CSR initiatives can support organisations’ efforts to maintain a strong
relationship with their employees. Lin (2010) also confirmed that the four dimensions of
Corporate Citizenship (economic, legal, ethical, and discretionary) are related to
organisational trust and work engagement.

Therefore, the following hypothesis is proposed:

» H2: Perceptions of CSR practices have a positive relationship with OT



Perceptions of CSR Predicting AC

Organisational Commitment comprises three factors: a strong belief and the
acceptance of the organisation’s goals and values; a willingness to exert considerable effort
on behalf of the organisation; and a definite desire to maintain organisational membership
(Porter et al., 1974). Meyer et al. (2002) refer to a three-component model, which
distinguishes three forms of Organisational Commitment (an affective component as an
emotional attachment, identification and involvement with the organization; a continuance
component as personal investment and the costs that employees associate with leaving the
organisation; and a normative component as the obligation and moral duty to remain in the
organisation). They found that the relationships were stronger between AC and a broad
range of desirable variables such as attendance and performance (Meyer et al., 2002).

There are several studies that suggest positive relations between CSR and workers’
AC (see for example, Peterson, 2004; Brammer et al., 2007; Turker, 2009a; Aguinis &
Glavas, 2012). Peterson (2004) found that members are prouder to identify with a
respectful and socially well-regarded organisation because such affiliation is supposed to
boost their self-esteem; Brammer et al. (2007) on the other hand, examined how external
CSR, mainly concerned with organisational reputation, is positively related to
organisational commitment. And Turker (2009a), also focusing on organisational
commitment, found that CSR was a significant predictor of such commitment by social and
non-social stakeholders, employees, and customers. In the Portuguese context, Rego et al.
(2010) showed that perceptions about Corporate Citizenship predict workers’ AC.
Individuals develop organisational affective bonds as a way to “pay the debt” they feel for
being well treated, respected, and rewarded by their organisations (Rego et al., 2010).

Therefore, the following hypothesis is proposed:

 H3: Perceptions of CSR practices have a positive relationship with AC
OT Predicting AC

Two important variables are crucial in improving employee job performance, OT and
employee commitment (Bello, 2012). Whereas OT represents individuals’ confidence and
expectations about the actions of their organisations, AT reflects their subsequent
involvement with and enthusiasm about, the work assigned to them by the organisation,
implying the potential influence of the former upon the latter (Lin, 2010).

OT has been studied in Organisational Behaviour as a mediator between mostly
internal organisational antecedents like leadership style and personality, and important
consequences such as performance, turnover, and organisational commitment (Hansen et al.
2011). As noted earlier, employees who develop high quality exchanges with their
organisations reciprocate by displaying positive attitudes, like OT. Those who perceive that
the organization has fulfilled its obligations are more likely to be emotionally attached to it
(Tekleab & Chiaburu, 2011).



As a social exchange construct, OT generates attitudinal and behavioural
reciprocation to the focal exchange partner (Tekleab & Chiaburu, 2011), employees
reciprocate by staying in the organisation, showing more job satisfaction and AC. OT also
increases employee commitment and productivity (Krot & Lewicka, 2012).

Therefore, the following hypothesis is proposed:
« H4: OT has a positive relationship with AC
OT Predicting HAP

The study of HAP is very important in organisational behaviour. Lyubomirsky et al.
(2005) reported that individuals high in subjective well-being are more likely to be
evaluated more positively by supervisors, to show superior performance and productivity,
and to handle managerial jobs better, and are also less likely to show counterproductive
workplace behaviour and job burnout. Studying HAP is valuable for several reasons,
being: valuable per se; associated with higher performance and better organisational
functioning; and a fundamental ingredient of the “good life and good society” (Rego et al.,
2011).

The last decades have witnessed an explosion of research on HAP and subjective
well-being (Lyubomirsky & Lepper, 1999; Spagnoli et al., 2012). Research has shown
some relationships between OT and well-being (Ashleigh et al., 2012). HAP is a subjective
experience: people are happy to the extent that they believe themselves to be happy (Rego
et al.,, 2011). Scholars tend to treat happiness as psychological well-being, a multi-
dimensional construct covering several components, including affective well-being,
competence, aspiration, autonomy, integrative functioning, and satisfaction (Rego et al.,
2011). Positive emotions produce the tendency to approach rather than to avoid and to
prepare the individual to seek out and undertake new goals (Lyubomirsky et al., 2005).

High levels of OT in management enable employees to feel less threatened during
organisational changes and exert positive effects on employees’ well-being (Russel, 2008).
Also stronger feelings of gratitude toward the organization and its members are evident,
and such feelings may increase their well-being (Rego, et al. (2011).

Therefore, the following hypothesis is proposed:

« H5: OT has a positive relationship with HAP
AC Predicting IB

Several authors (Eisenberger & Fasolo, 1990; Wenhua, 2011; Xerri & Brunetto,
2013: Montani et al., 2017) have found that IB is positively related to AC. That is to say, a
worker who feels an affective attachment will invest in the organisation’s success by

making more suggestions, participating more in innovative activities and use his/her
intellect to promote organisational innovation.
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From a social exchange perspective, employees with strong AC might be expected to
invest in creating and applying novel solutions that are intended to improve organisational
effectiveness (Montani et al., 2017). Employees who are affectively committed tend to be
concerned about the organisation’s well-being and are also more inclined to support the
organisation’s strategic direction by approaching workplace problems innovatively (Xerri
& Brunetto, 2013). Employees who receive pleasurable and challenging job conditions
from an organisation tend to feel a sense of concern for the organisation’s well-being
through AC, and this in turn, enhances employees’ willingness to engage in behaviours that
benefit the organisation (Montani et al., 2017).

Eisenberger and Fasolo (1990) found that employees’ general perception of being
valued and cared for by their organisations was positively related to AC, and to their efforts
to innovate on behalf of them. In a focus on individual workers’ psychological outcomes,
Wenhua (2011) found that a significantly positive correlation exists between AC and IB,
with the former having a strong positive effect on the latter. Similar results were obtained
by Xerri and Brunetto (2013) who found IB to be positively related to AC.

Therefore, the following hypothesis is proposed:
» H6: AC has a positive relationship with 1B
HAP Predicting IB

Russel (2008) reported a positive relationship between subjective well-being and a
successful working life (with positive effect on job satisfaction, work performance, greater
customer satisfaction and loyalty, greater profitability, more productivity, and lower rates
of turnover, among other outcomes). And Fredrickson (2011) theorised that positive
emotions actively broaden the scope of attention and cognition, enabling flexible and
creative thinking that subsequently guide individual behaviour in the moment.

Numerous studies have also been identified by Lyubomirsky et al. (2005), which
indicate that HAP and positive affect positively impact upon creativity, flexible thinking,
and originality. Likwise, Amabile et al. (2005) have also demonstrated that positive affect
relates positively to creativity in organisations and that the relationship is a simple linear
one. In the process, positive affect makes additional cognitive material available for
processing, leads to defocused attention increasing cognitive flexibility, and the probability
that diverse cognitive elements will in fact become associated. Amabile et al. (2005)
proposed a creativity cycle, where affective states that follow from an idea’s reception by
others in the organisation may give rise to subsequent changes in cognition and creativity.
Isen and Reeve (2005) have also shown that positive affect facilitates flexible thinking and
problem-solving, and enhances performance, even where the tasks to be done are complex,
difficult, and important.

Therefore, the following hypothesis is proposed:
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» H7: HAP has a positive relationship with IB
PEP as a Moderator of Employees’ Responses to CSR

Research has suggested the existence of an association between PEP and CSR.
Branco and Rodrigues (2006), for instance, affirm that the external benefits of CSR are
related to its effect on corporate reputation, and that good social responsibility reputation
may also attract better employees or increase current employees’ motivation, morale,
commitment, and loyalty to the firm. And Carmeli et al. (2007) observe that favourable
PEP is seen in the form of CSR. Rego et al. (2010 _ explain that PEP (of working in an
organisation with high performance and dedication to customers) may also explain the
relationship between perceptions of economic CSR and AC. Furthermore, Roeck and
Delobbe (2012) suggest that CSR initiatives can reflect a positive organisational image that
enhances employees’ pride and willingness to be associated with such a reputable
organisation.

CSR research has distinguished between alternative motivations for engaging in
responsible activities and practices, especially between instrumental approaches to CSR
whereby organisations seek to benefit from responsible conduct, and altruistic motivations
for CSR in which there are no anticipated benefits (Brammer et al., 2015). Employees form
PEP through outside information sources such as reference groups, word of mouth,
publicity, and internal communication about how non-company employed persons perceive
the firm (Kim et al., 2010). Using these sources, employees formulate their perceptions of
CSR and evaluate organisational intentions and social values, determining whether they are
congruent with their personal objectives and values.

Considering this fact, we hypothesise that where employees perceive firms” CSR to
be significantly higher than PEP (bad company image situation), they will interpret such
CSR as being instrumentally motivated. In such circumstances, CSR will have a
significantly reduced effect on IB compared with circumstances in which CSR and PEP are
approximately equal or where PEP is higher than CSR (good company image situation).

Therefore, the following hypotheses are proposed:

« H8: PEP moderates the relationship between CSR and IB, such that CSR more
positively influences IB when PEP is stronger rather than weaker.

« H9: PEP moderates the relationship between CSR and the social exchange process
in organisations, such that when PEP is weaker the reactions to CSR are more significant.

Data and Methods
Sample
In order to test the research hypotheses, data was obtained from a sample of 315

individuals providing valid responses, and generating a real response rate of 11.25%. This
sample of 315 individuals (43% female), were on average 40 years old, and had an average
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tenure of 13 years in a wide range of positions (e.g., administrative staff, customer services,
salespersons, consultants, bank clerks, assistants, accountants, managers), and 82% held a
bachelor’s degree or higher. Of the companies where respondents worked, 23.5% were
from services, 56.5% from industry, and 20% from trade. Their size was measured as the
number of workers, and in this respect, 42.1% were small (less than 50 workers), 42,3%
were medium (between 51 and 250 workers), and 15.6% were big (more than 250 workers).

Instrument

In order to test the hypotheses and the validity of the model under investigation, a
quantitative cross-sectional study based on a questionnaire with closed questions was
conducted. An online survey was used to collect the data. The variables were
operationalised through scales reported in the literature. Respondents were asked to indicate
their level of agreement with the different measures on a five-point Likert scale (1 - Totally
disagree to 5 — Totally agree).

The measures that were used are as follows:

CSR (predictor variable) seeking to assess the business responsibilities of various
stakeholders was evaluated by a scale adapted from Turker (2009b). In this framework,
CSR practices were measured using 20 questions sub-divided into the following four
dimensions: Social and non-social stakeholders (CSR1), Employees (CSR2), Customers
(CSR3), and Government (CSR4). All dimensions revealed adequate levels of reliability
(CSR1 0=0.87, e.g., “Our company makes investment to create a better life for the future
generations”; CSR2 0=0.89, e.g., “Our company implements flexible policies to provide a
good work and life balance for its employees”; CSR3 0=0.76, e.g., “Our company protects
consumer rights beyond the legal requirements”; CSR4 0=0.89, e.g., “Our company
complies with the legal regulations completely and promptly”).

IB comprehending the individual actions directed at the generation, introduction and
application of beneficial novelty at any organisational level, was measured by an 8-item
scale from de Jong and Kemp (2003) (e.g., “In my work, I often come up with ideas”;
a=0.90).

OT reflecting employees’ perceptions of their employer in terms of integrity, motives,
intentions, and dependability was evaluated by using the 7-item scale of Robinson and
Rousseau (1994) (e.g., “In general, I believe my employer’s motives and intentions are
good”; a=0.91).

AC was measured with three items previously developed and validated in the
Portuguese context by Rego et al. (2007). The scale revealed good reliability (0¢=0.92, e.g.,
“I am proud to tell others that I am part of this organisation”).

HAP a concept similar to subjective well-being, was measured by adapting the 4-item

scale of Lyubomirsky and Lepper (1999), with one item for the assessment of life as a
whole, one item for personal well-being, another for health perception, and another for
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quality of life. The scale also revealed good reliability (0=0.73, e.g., “Compared to most of
my peers, | consider myself more happy”).

In order to measure the way in which employees believe outsiders see their
organisation (PEP), three items from the scale of Mael and Ashforth (1992), and two items
from the scale of Kim et al. (2010) were merged to form 5-item scale. (e.g., “My company
is considered as one of the best in the society”; a=0.88).

It was also considered important to include socio-demographic variables to achieve
consistency in results, and to validate the quality of answers. In this respect, respondents
were asked to provide information about their sex, age, function, antiquity, ???? and school
level.

Procedure

To gather the required information, a database of email contacts of Portuguese
companies was used. Each contact was sent an email explaining the nature and importance
of the study and providing a link to access the online survey. The research and delivery of
the email was implemented between 19 March and 19 August 2013, and a total of 2,800
contacts were used.
Results

Descriptive Statistics

Table 1 presents means, standard deviations, Cronbach’s alpha coefficients, and
correlations of all key variables.

In general all variables correlate positively.

TABLE 1: Means, standard deviations, Cronbach’s alpha coefficients and correlations

M SD 1 2 3 4 5 6 7 8 9
1.CSRL 357 085  (0.87)
2.CSR2 383 075  60**  (0.89)

3.CSR3 446 0,58 385 65%*  (0.76)

3.CSR4 464 0,63 33%% A7** B2 (0.89)

5.0T 4,06 0,78 36%% 7% Bl 50%*  (091)

6.AC 441 0,68 ApFR o BgR* BEFx BIRX 7ok (0.92)

7. PEP 4,05 0,63 57F%  BRR AQR* ASR* AGEx BO*x (0.88)

8. HAP 382 0,59 A5ex  opxx 1 14% 5%k 3x% 26%* (0.73)

9.1B 412 0,56 dgex  33Fx 31Rx g5Rx 33Kk 4ORx 30%* 31%* (0.90)

Note: Five Point Scale: *p < 0.05; **p < 0.01 two-tailed; Cronbach-alphas in parentheses;

Hypotheses Tests

We used the statistic software IBM SPSS Statistics 20.0 to perform descriptive
statistics, correlations, and confirmatory factor analysis. Amos 20.0 was used to perform



confirmatory factor analysis and structural equation modelling (SEM). We examined model
fit using the following indices: y2, y2/df, root mean square error of approximation
(RMSEA), relative fit index (RFI), comparative fit index (CFI), normed fit index (NFI),
and Tucker-Lewis index (TLI). In making fit determinations, we used generally accepted
thresholds (see Maroco, 2010) which suggested reasonably fitting models that typically
characterised y2/df as high as 5, RMSEA values as high as 0.08, and RFI, CFI, NFI, and
TLI values of 0.90 or higher.

We conducted a confirmatory factor analysis for the model with all nine variables, the
fit indices were (e.g., x2/df = 1.942, RFI=0.818, CFI=0.910, NFI= 0.832, TLI= 0.903,
RMSEA = 0.055), and these were considered unsatisfactory. By analysing the standardised
residuals and modification indices for the sources of misspecification, eleven items were
removed and a well-fitting 37-item model with nine dimensions emerged (e.g. y2/df =
1.644, RF1=0.877, CF1=0.954, NFI= 0.890, TLI= 0.948, RMSEA = 0.045).

All factor loadings and AVE values for latent construct variables (i.e., CSR, OT, AC,
HAP and IB) were above recommended cut-off levels (i.e., AVE above 0.5; see Maroco,
2010) providing initial evidence of valid measurement models (see Table 2). The AVE
value for each variable was greater than the square of the correlation between each variable
and all other variables in its respective measurement model, providing additional evidence
of validity (Fornell & Larcker, 1981).

To minimise the risk of common method variance we used some procedural methods
and statistical controls as proposed by Podsakoff et al. (2003): respondents were guaranteed
anonymity and confidentiality, were told that there were no right or wrong answers, and
there was randomness in the ordering of the multiple items. Harman’s single factor test
(Podsakoff & Organ, 1986) was performed. The single factor model also did not fit the data
satisfactorily (e.g. y2/df = 6.667, RFI=0.500, CF1=0.566, NFI= 0.528, TLI= 0.541, RMSEA
= 0.34). A principal component analysis (unrotated solution) on all the variables revealed
eigenvalues greater than 1. They accounted for 69.97% of the total variance, with seven
factors, the first of which explained 37.24% of the variance. This suggested that common
method bias was not a serious problem for the data and was not, therefore, a serious threat
to the validity of the study.
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TABLE 2: Measurement model: average variance extracted (AVE) and factor loadings

n N=31! n N=31!
COL:Zfcht AVE  Reliability lrems | - d3i’n5gs C()L:;frutct AVE  Reliability tems | - d‘fnzs
RS2 0.872 PEP3 0.821
st o s RS 08 PEP 079 0938 PEP4 0923
RS4 0898 PEP5 0929
RS6 0.794 HAP1 0.828
RS9 0910 HAP 0654 0730 HAP2 0799
CSR2 0783 0865 RS0 0872 HAP3 0801
RS12 088l ACL 0900
RSI3 0738 AC2 0925
CSR3 0676 0755 RS14 0640 AC 0752 0917 AC4  089%
RSI6 0776 ACA 0895
RS17 0.813 AC5 0.703
CSR4 0.728 0.888 RS18 0.792 IB1 0.774
RS19 0860 B2 0824
OoT1 0.829 1B3 0.829
oT2 0840 B 0641 0906  IB4 0788
or o1 osm OT3 09 IB5 0835
OT4  08% IB6 0819
oTs 0928 IB7 0728

oT6 0857

To test the hypotheses we analysed the structural equation model. The final model
showed a good fit (e.g., ¥2/df = 1.969, RFI=0.781, CFI=0.889, NFI= 0.800, TLI= 0.879,
RMSEA = 0.039. A multi group analysis was performed to identify the differences between
workers who show different sensitivity to PEP. The cut point was 4 or less in the 5-point
Likert scale used to measure PEP. So, the first group comprised of those who have a low
company image, included 179 workers, while the second group containing those who have
a high image numbered 136. Table 3 presents the final results:

TABLE 3: Hypothesis analysis

Global (n=315)

Low PEP (n=179)

High PEP (n=136)

Hypothesis SRW CR. P SRW CR. P SRW CR. P Sup/Not. Sup
Hil IB <- CSR1 -0105 -1,819 0,069 -0,196 -2,562 * 0,043 0480 0,631 Partialy supported
H12 IB <-- CSR2 -0,048 -0611 0541 -0241 -2,423 * 0,223 2,041 * Partialy supported
H13 IB <-- CSR3 0239 3599 *** (268 3,093 ** 0218 2114 * Supported
H14 1B <-- CSR4 0012 0203 0839 0059 068 0492 0116 1359 0174 Not Supported
H21 OT <~ CSR1 -0,039 -0827 0408 -0028 -0460 0646 -0,132 -1,438 0,151 Not Supported
H22 OT <-- CSR2 0647 11,791 *** 0,645 8,614 Fxx 0,349 3,395 FxE Supported
H23 OT <-- CSR3 0,169 3,268 fal 0097 1439 0,150 0212 2,062 * Partialy supported
H24 OT <- CSR4 0239 5029 *** 0205 4573 *** (101 1161 0246 Partialy supported
H31 AC < CSR1 0,130 2,886 fol 0089 1460 0144 -0016 -0161 0872 Partialy supported
H32 AC < CSR2 0305 4510 *** 0200 2124 * 0250 1,848 0,065 Partialy supported
H33 AC < CSR3 0,120 2404 * 0071 1055 0292 -0,083 -0,783 0434  Partialy supported
H34 AC <- CSR4 0177 3701 *** 0216 3106 ** 0052 -0563 0573 Partialy supported
H4 AC <- OT 0436 6219 *** (0484 4819 *** (0372 2409 * Supported
H5 HAP <-- OT 0280 4036 *** 0137 1446 0148 0303 3,007 ** Partialy supported
H6 IB <- AC 0,231 2,703 ol 0,257 2,395 * 0081 0,763 0445 Partialy supported
H7 IB < HAP 0316 4477 *** (0243 2,547 * 0,290 2,886 ** Supported

*p <0.05; **p <0.01; ***p <0.001
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There is a positive relationship between CSR perceptions and 1B but only on the
customer’s dimension of CSR. The social and non-social stakeholder, employees and
government dimensions do not seem to have a significant relationship with 1B. However,
when we proceed to analyses between groups we find that the results are the opposite. The
group with a bad company image seem to be more sensitive to CSR practices (CSR1, CSR2
and CSR3 are significant). In this group CSR1 and CSR2 have a negative relationship with
IB. In the group with a good company image only CSR2 and CRS3 have a positive
relationship with 1B. Consequently, hypothesis H1 is only partially supported, and
hypothesis H8 is supported.

There is a positive relationship between CSR perceptions and OT. All dimensions
except social and non-social stakeholder are significant. The employee dimension is the one
where the relationship is stronger. The results are similar for both groups, with bad and
good company image. However, the group with a bad company image seems to be more
sensitive to CSR practices. We also observe that in the group with a bad company image
there is a positive relationship between CSR2 and CSR4 with OT. In the other group the
positive relationship is between CSR2 and CSR3 with OT. Consequently, hypothesis H2 is
only partially supported.

There is also a positive relationship between CSR perceptions and AC. All
dimensions are significant. The employee dimension is again the one where the relationship
is stronger. However, when we proceed to analyses between groups we find that the results
are different. The group with the bad company image seem to be more sensitive to CSR
practices (CSR2 and CSR4 are significant). In respect of the group with a good image this
relationship does not seem to be significant; only CSR2 is near with p=0,065 from p<0,05
level of significance. Consequently, hypothesis H3 is only partially supported.

In general, and considering the effects of CSR on 1B, OT and AC, we can see that
they are strong and mainly positive. Analysing the differences by groups, the relationships
seems to be stronger with the bad company image group (hypothesis H9 is supported). The
results also show that the good company image group only care for CSR2 because this is
almost the only significant dimension. The group with a bad image is more sensitive to
CSR because all dimensions are significant. We also notice a negative relationship between
CSR and IB in the group with a bad company image.

Hypothesis H4 is supported, as it confirms a positive relationship between OT and
AC. The results are similar for both groups, i.e., those with a bad, and a good company
image. However, the relationships in the former group (bad image) seem to be stronger.

We found a significant positive relationship between OT and HAP. However, when
we proceed to analyse between groups we find that the results are different, being
significant in the good company image group, and not significant in the other.
Consequently, H5 is only partially supported.

We also found a significant positive relationship between HAP and IB. However,
when we proceed to analyse between groups we find that the results are different, being
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significant in the bad company image group, and not significant in the other. Consequently,
hypothesis H6 is only partially supported.

Hypothesis H7 is supported, as a positive relationship between HAP and IB is found.
The results are similar for both groups, with a bad and good company image. However, the
relationships in the group with the bad company image seem to be stronger.

The findings show that perceptions of CSR predict 1B through a social exchange
process in which there is a mediating role of OT, AC and HAP. From the data we found
differences between groups suggesting that Perceived External Prestige (PEP) moderates
the relationship between 1B and its determinants.

Analysing the differences between groups it is important to remember that in general,
workers who have a bad image of the company are more influenced by CSR practices.

However, in the context of a bad company image, the influence of CSR practices
does not accord with the theory, but rather takes the opposite direction. The influence on IB
seems to be negative. Workers react negatively to CSR. We also found that in respect of
predictig IB, the group with the bad company image involves OT and AC in its social
exchange process. However, because HAP is not influenced by OT we consider this
process to be more focused on AC; this is to say that IB is more influenced by individual
characteristics (AC) than by organisational characteristics (PEP, CSR).

The social exchange process observed in the group with the good company image is
mainly concerned with OT and not AC. Whereas OT is influenced by CSR, AC is not. HAP
is also influenced by OT, and consequently, relates positively with 1B. Therefore, we
consider this process to be more focused on OT; this is to say that IB is more influenced by
organisational characteristics (PEP, CSR) than by individual characteristics (AC).

Discussion and Conclusions

The findings suggest that employee perceptions about CSR responsibilities are
important and affect their IB. The results of the tested hypotheses showed that employees
are aware when corporations promote social responsibility practices and value these
aspects: in these circumstances they reported a direct influence upon innovation (even if the
significance of all CSRs was not obtained) and an indirect influence through the mediating
mechanisms (OT, AC and HAP).

These findings are naturally positive and the hypothesised links are consistent with the
literature. CSR can be an effective way for firms to maintain a positive relationship with
their employees (Kim et al., 2010). IB is positively influenced by perceptions of CSR
practices (Glavas & Piderit, 2009; Brammer et al., 2015). A worker who perceives that the
organisation cares for CSR issues appears to be more innovative, to use his/her knowledge
to create new ideas, and to be engaged in the process of integrating new problem-solving
ideas within existing organisational practice.
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Regarding the moderating effect of PEP, it was interesting to confirm hypothesis H8 to
the effect that PEP moderates the relationship between CSR and IB, and the negative
influence of CSR on IB in the group with the bad company image. This fact highlights the
importance of PEP and indicates that workers are very sensitive to organisational
reputation. Therefore, and given the association that emerged between CSR and PEP, it is
important to ensure that employees are among the stakeholders included in corporate
communication about CSR activities (Kim et al., 2010).

Concerning social exchange, the findings suggest that the relationship between CSR
and IB was mediated by OT, AC and HAP. We concluded that OT is positively influenced
by perceptions of CSR practices (Hansen et al., 2011; Roeck & Delobbe, 2012); that is to
say that individuals appear to trust more when working for socially responsible
organisations, and have more intentions to accept the vulnerability to a trustee based on
positive expectations of his or her actions. AC is also positively influenced by perceptions
of CSR practices (Turker, 2009a; Aguinis & Glavas, 2012). A worker who perceives that
the organisation cares for CSR issues appears to be more emotionally attached to the
organisation, identifies more with organisational values, and is more involved.

The findings also confirmed the positive influence of OT on AC and HAP, an outcome
consistent with the results of previous studies undertaken by Krot and Lewicka (2012), and
Rego et al. (2011). The findings demonstrate that for an affective attachment and healthy
and happy workplace, building trust among employees is essential. And according to the
findings, both these factors AC and HAP seem to influence IB. Montani et al. (2017)
observe that AC entails positive emotions which may feed individual innovation, and
positive affective states induce flexible thinking that is useful for producing novel ideas and
creative outcomes.

Regarding the moderation effect of PEP, it was interesting to confirm hypotheses H9
that PEP moderates the relationship between CSR and the social exchange process in
organisations, such that when PEP is weaker, the reactions to CSR are more significant.
This fact seems to induce a slight indifference among workers to CRS when corporate
image is acceptable or good, but not when workers possess a bad company image. They
seem to react more strongly to CSR when corporate image is weaker, but this brings the
problem that they may feel like the victims of an unbalanced social exchange (Robinson,
2008), and likely try to restore the balance by showing less concern for the organisation’s
well-being, ultimately engaging in less innovative action (Montani et al., 2017).

Theoretical Contributions

This study responds to a call from researchers who have argued that more empirical
research is necessary to understand the underlying mechanisms explaining how CSR
influences employee behaviour (Roeck & Delobbe, 2012; Glavas, 2016).

The present investigation presents two major contributions. The first one relates to the

identification of the influence of CSR practices on workers’ IB through a social exchange
process that involves OT, AC and HAP. Brammer et al. (2015) suggested that future
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research should move toward a better and more complete understanding of the outcomes of
CSR by examining the “black box” concealing the way in which CSR affects organisational
outcomes. They encouraged efforts to examine simultaneously, different psychological
mechanisms like social exchange. Our research has responded to this call and provided
evidence about the importance of social exchange in the relationship between CSR and
employee creative effort.

The second contribution is related to the introduction of the role of PEP as a
moderating variable. To our knowledge, studies of PEP in the relationship between CSR
and IB is scarce. This dimension has been investigated more as a mediator between CSR
and other employee outcomes like: commitment, identification, job satisfaction, motivation,
morale, and loyalty, among others. Specifically, in this study, theoretical integration has
allowed for the clear identification of PEP as a moderating mechanism in the link between
CSR practices and IB.

Implications for Management

The overall achievements in this investigation are conclusive and contribute to a better
understanding of CSR and its influence upon employee IB.

Specifically, the research outcomes suggest that organisations should not discharge
their CSR sporadically but should rather do this systematically, promoting CSR practices to
a wide range of stakeholders: social and non-social stakeholders, employees, customers,
and government. By showing that the perceptions of CSR predict 1B, either directly or
through the mediating role of OT, AC and HAP, this study provides practitioners with
strategies to guarantee good results at the individual level and, consequently, at the
organisational level. The research has also highlighted the importance of PEP and the
strategic importance of maintaining or achieving a good corporate image.

We reinforce the conclusion arrived at by Hansen et al. (2011), that if CSR is
important to employees, then it should also be important to employers. By fostering CSR
practices, the investment can pay off internally. Hence, managers could expect good
outcomes for the internal stakeholders. Furthermore, despite the effect of CSR on IB not
being revealed as directly intense, CSR does contribute strongly to the solidification of the
social exchanges that occur between organisations and workers. CRS can contribute to a
virtuous circle of more trust, more commitment, more happiness, and more innovation.

However, for CSR to have meaningful and desirable impacts on workers, those
workers must have full knowledge of their companies’ CSR activities (Brammer et al.,
2015). Also, given the strategic importance of PEP it is important for managers to invest in
disclosure. In this connection, there are various media, including advertisements,
promotions, newsletters, and sustainability CSR reports, that can help deliver a positive
company image to employees (Kim et al., 2010). And the benefits of improving
stakeholders’ perceptions of their corporate image by satisfying social informative needs
are likely to be greater than the information costs (Alvarez, 2015).
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LIMITATIONS AND RECOMENDATIONS

A study of this nature faces several methodological limitations affecting its
contribution. In this case, it should be noted that we were working on ‘perceptions’, which
we clarify as the process by which the individual organises and interprets sensory
impressions in order to provide meaning to the surrounding environment. It is observed that
the subject can perceive a reality substantially different from the objective reality. It is also
possible that a respondent will provide incorrect or incomplete information. Hence, the
investigators are obliged to work in a diffuse reality and not on facts.

Measuring 1B via self-report may also be seen as a limitation. However, several
arguments support using such a measure (Pundt, 2015): employees have more valid
information about their subtle innovative efforts than anyone else does, self-reports of
discretionary behaviour such as IB can be better distinguished from in-role performance,
and studies on organisational silence show that employees often decide not to communicate
the ideas they have and this means that some elements of IB are unobservable.

Another issue is the fact that the dependent and independent variables are taken
simultaneously (common-source data), increasing the risk of common method variance
(Podsakoff & Organ, 1986), such that the statistical relationships found could be inflated.
We must also be aware that the use of cross-sectional research design does not allow the
drawing of firm conclusions about the causality nexus between the study variables. Other
causal links are also plausible; in the specific context of this study, it is possible that
workers who have more IB could have higher perceptions of CSR practices.

As for recommendations for future work, in terms of the social exchanges explored,
beyond OT and AC, there are other social exchanges that could be analysed, namely:
psychological contract fulfilment, perceived organisational support, and leader member
exchange.

Despite the limitations identified, the study confidently suggests that individuals are
affected by CSR practices and by PEP, and that both these variables are important in
generating positive worker behaviours like IB.
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