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1. Introduction
CSR has gained importance due to its academic and practical implications and it has become a frequently
studied variable in recent researches. Competent organizations all over the world realize its implications
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and include it in their strategic management. For instance, almost 53% of Thai companies display CSR
contents on their websites (Phunpon & Pumtong, 2012).The recent scandals of Enron and WorldCom
have reported importance of ethical issues and CSR reporting. Amongst others, banks are also under
pressure to address CSR in their operations (Lindblom, 1994).

But, organization performance and CSR link is still a black box as different findings like positive,
negative and even no link have been reported by past studies (Agle, Mitchell, & Sonnenfeld, 1999;
Margolis & Walsh, 2001; Jin & Drozdenko, 2010). The differences among the findings could be
attributed to possible intervening variables like employee trust, attitude, and behavior as revealed by
certain past scholars. Societies these days have greater awareness and demand environmental based
activities and especially welfare based activities for employees. Scholars argue that employee wellbeing is
related to CSR or is in fact result of corporate social responsibility practices CSRP (Bauman & Skitka,
2012; Maignan & Ferrell, 2001). According to Bauman and Skitka (2012), various employee needs could
be fulfilled through CSR activities. Further, researchers argue that trust also provides a mechanism
between CSRP and employee attitude (Sarfraz, Qun, Abdullah, & Alvi, 2018).

Social identity theory and social exchange theory explain the relation between an organization and its
employees’ perception about its CSR activities. Cropanzano and Rupp (2008) argue that justice related
aspect in social exchange theory refers that a level of trust is developed through exchange relationship
between employees and their organization through internal CSR impact (Cropanzano & Mitchell, 2005).
A number of previous researchers (Rupp, Shao, Thornton, & Skarlicki, 2013; EI Akremi, Gond, Swaen,
de Roeck, & lgalens, 2015) describe that employee behavior as well as attitude have an impact on
achievement of firm objectives and goals through employees’” CSR perception. Social identity theory
implies that workers associate themselves to reputable organizations proudly (Maignan & Ferrell, 2001).
They develop sense of motivation through their firm’s external CSR activities (Mael & Ashforth, 1992).
Gavin and Maynard (1975) suggest that employees feel satisfied with their jobs when their organization
adequately fulfills its social obligations.

On the other hand, firm stakeholders exert pressure on it for CSR activities (Kowalczyk, 2019). Scholars
have argued that a firm’s CSR oriented culture might be an intervening variable between stakeholder
pressure and CSRP (Kalyar, Rafi, & Kalyar, 2013; Kowalczyk, 2019). In fact, RBV describes culture as a
resource that if it does not support firm CSR activities then the firm might not practice CSR activities in
spite of high stakeholder pressure (Darnall, 2006). Hence, the effect of pressures from stakeholders
concerning CSRP on organization performance and wellbeing of employees is gaining interest among
scholars. But, there have been extremely limited studies that examine these possible linkages as well as
the role of possible mediators like organizational trust, organizational citizenship behavior, and
organizational commitment. This study fills this gap by analyzing this framework with reference to
Pakistan’s banks.

In any country, banking sector is facilitator of organizational and individual level transactions and
banking industry, therefore, holds supreme importance. Pakistan’s banking sector is no exception. In
1990, privatization occurred in Pakistan. During this period, banking sector increased its GDP
contribution to 52% from 24% and attracted investors (Rehman, Zhang, Ali, & Qadeer, 2015). The
economic surveys of Pakistanl show that finance and insurance sector contribution increased up to 6.1%
in the year 2014-2015 form 5.2% in the year 2013-2014. This study selected banks for analyses because
of banks’ significant contribution to Pakistan’s economy and due to their organized nature of structure
that allowed smooth collection of data.

1 http://www.finance.gov.pk/survey.html & http://www.finance.gov.pk/survey1415.html
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2. Theoretical Basis and Hypotheses Formulation

2.1 Stakeholders Pressure, CSR Oriented Culture, and CSRP

Freeman (1984) explained stakeholder theory describing the category and importance of various
stakeholders and their demands. Scholars have asserted that firm’s internal and external stakeholders exert
pressure on it for doing CSRP (Wang, Li, & Qi, 2020). The pressure is exerted on firms not just for them
to obey basic law but also to consider welfare of the society (Kowalczyk, 2019; Sarkis, Gonzalez-Torre,
& Adenso-Diaz, 2010). Stakeholders demand socially responsible behavior for all; including internal
CSRP for employees and external CSRP for customers (Aguinis & Glavas, 2012). To illustrate, findings
of research by Yu and Choi (2016) on Chinese firms with sample of 168 showed positive relation between
stakeholder pressure and firms’> CSRP. Another study for MNE’s in South Korea displayed significant
relationship between the two (Park, Chidlow, & Choi, 2014).

Importantly, according to resource based view, organization culture is a resource that could affect firm’s
adoption of CSRP (Takahashi & Nakamura, 2005). CSR oriented culture is a set of beliefs, values, and
norms about CSR. This culture is created through harmony between all the organization members
(Linnenluecke & Griffiths, 2010). Scholars argue that for proper adoption of CSR activities, firms
formulate a culture supportive to CSR activities (Kalyar et al., 2013; Kowalczyk, 2019; Linnenluecke &
Griffiths, 2010) and pressure from stakeholders could deliver imputes for it (Stone, Joseph, & Blodgett,
2004). Based on the discussion and in line with previous scholars (such as Kim & Lee, 2012) following
hypothesis is formulated:

H1: CSR-oriented culture mediates between stakeholder pressure and CSRP.

2.2 CSRP, Commitment, and Performance

Firm’s CSRP lead toward higher performance is an argument of stakeholder theory (Freeman, 1984). To
support, a positive relationship between CSR practices and organizational performance was found by
Reverte, Gomez-Melero, and Cegarra-Navarro (2016) in Spain. Further, a meta-analysis study by
Boaventura et al. (2012) in Brazil also confirmed positive relationship between the two. As noted earlier,
theoretical arguments imply that workers associate themselves to reputable organizations proudly and
remain committed and satisfied (Maignan & Ferrell, 2001). Boadi, He, Bosompem, Opata, and Boadi
(2019) recently reported significant effect of employees’ perception of their CSR on their performance
and corporate identification.

Organizational commitment was defined by O'Reilly (1989) as an individual’s psychological attachment
with the organization through which he believes in organization’s values and develops sense of job
engagement and loyalty. An empirical study on 269 business professionals in Turkey showed significant
influence of CSRP over commitment from employees (Turker, 2009). This was too confirmed by certain
other scholars (Ali, Rehman, Ali, Yousaf, & Zia, 2010; Peterson, 2004). Scholars also suggested that firm
performance and output could be increased by highly committed staff (Chun, Shin, Choi, & Kim, 2013;
Supriyanto, Ekowati, & Maghfuroh, 2020). Thus, based on the discussion made, following could be
hypothesized:

H2: Organizational commitment is mediating variable amongst CSRP and organization performance.

2.3 CSRP, Organization Citizenship Behavior, and Performance

Salavati, Ahmadi, Sheikhesmaeili, and Mirzai (2011) described Organization Citizenship Behavior as an
unforced extra work behavior that promotes performance and efficiency in an organization. The link
between CSR practices and OCB is explained by social exchange theory. OCB is an outcome of
interchange process as proposed by OCB theorists (Organ, 1988). Significant effect of CSR practices on
OCB was discovered in the research by Hansen, Dunford, Boss, Boss, and Angermeier et al. (2011) in US
context. Similarly, Lin et al. (2010) reported positive effect of CSRP on OCB as well. Similarly studies
have suggested positive impact of OCB on organization performance (Nisar, Marwa, Ahmad, & Ahmad,
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2014; Podsakoff, Whiting, Podsakoff, & Blume, 2009) Hence, following hypothesis is formulated:
H3: Organizational citizenship behavior mediates between CSRP and performance.

2.4 CSRP, Organizational Trust, and Performance

OB theorists have also proposed that CSR activities impact employee attitude and behavior as these
activities effectively build trust among employees (Cropanzano, Byrne, Bobocel, & Rupp, 2001). Others
(Rupp, Ganapathi, Aguilera, & Williams, 2006) suggest that an employer’s CSRP help in building
employee trust. Similarly, others support the argument and claim that organizational trust is, in fact, an
immediate outcome of organization’s CSRP (Dirks & Ferrin, 2001; Pivato, Misani, & Tencati, 2008).
Similarly, organizational trust impacts performance positively (Kramer, 1999; Wong, Wong, & Ngo,
2002). Therefore, it could be hypothesized that:

H4: Organizational trust mediates between CSRP and performance.

2.5 CSRP, Organizational Trust, and Employee Wellbeing

It has been argued before that organizations which address CSR proudly identified by employees. Hence,
there is a notable relationship between organization fulfillment of its social obligation and employees’
satisfaction with their jobs. (Bauman & Skitka, 2012; Pandey, 2020). Du, Bhattacharya, and Sen (2015),
in their study for multiple industries, made different employees segments (enthusiasts, indifferents, and
idealists) and studied impact of CSR activities. Results showed contentment of ideological and other job
related needs through enhancement of job satisfaction and reduction in turnover intentions. This pointed
towards improved employee wellbeing through higher job satisfaction.

Moreover, studies of Lee, Son, and Lee (2011) and Dirks and Ferrin (2001) showed positive influence of
CSRP on trust. Moreover, other studies (Lee, Song, Lee, Lee, & Bernhard, 2013; Lee, Kim, Lee, & Li,
2012) found that trusted employees remained satisfied with their job leading to their high wellbeing. The
discussion leads to following hypothesis:

H5: Organizational trust plays role of mediator between CSRP and wellbeing of employees.

2.6 Role of serial mediators between Stakeholder Pressure and Performance

Stakeholder theory (Freeman, 1984) elaborates that numerous stakeholders influence firm performance
through their power. Firms prioritize stakeholders according to their needs. Firms, at first, satisfy
shareholders explicit needs and then satisfy other stakeholders’ implicit needs (Donaldson & Preston,
1995). Organization’s CSR activities are influenced by shareholders, customers, employees,
society/NGOs and government which are most influential ones (Sarkis et al., 2010), and these CSR
activities ultimately influence its performance. In response to stakeholders’ pressure, firms develop some
environmentally responsible strategies. In doing so, firms face some constraints like non-supporting
organizational culture (Sarkis et al., 2010). As argued earlier, culture influences CSR activities and is
likely a mediator among stakeholder pressure and CSRP (Kalyar et al., 2013). Similarly it has been
argued and hypothesized earlier that association among CSRP and performance might be mediated by
organization commitment, OCB, and organizational trust. Hence, hypotheses for serial mediation are
developed as:

H6a: CSR oriented culture, CSRP and commitment act as serial mediators amongst stakeholder pressure
and performance.

H6b: CSR oriented culture, CSRP and OCB act as serial mediators amongst stakeholder pressure and
performance.

H6c: CSR oriented culture, CSRP and trust act as serial mediators amongst stakeholder pressure and
performance.
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2.7 Role of serial mediators between Stakeholder Pressure and Employee Wellbeing

Employees are stakeholders, and shareholders suffer from their absence and sickness. Hence, it is
important to ensure employee presence, satisfaction, and wellbeing. In order to keep employees active and
healthy at work place, employers at minimum need to obey government rules and labor laws. Over and
above, they need to adopt CSR activities. As argued earlier, employees consider such organizations more
valuable and remain committed and satisfied with their jobs. On adoption of CSR practices, employees’
safety, psychological, belongingness, and self-esteem needs are fulfilled, and sense of satisfaction is
achieved (Bauman & Skitka, 2012; Boadi et al., 2019). Further, as argued before, employees remain
happy with their jobs when they have trust in their organizations and that results in their wellbeing (Lee et
al., 2013). Hence, it leads to hypothesis H7. The research framework constructed for this study is
provided in Figure 1.

H7: CSR oriented culture, CSRP and trust are serial mediators amongst stakeholder pressure and
wellbeing of employees.

Organizational
Commitment

Stakeholder
Pressure

CSR
Practices

Organization
Performance

Org. Citizenship
Behavior

CSR
Oriented
Culture

Employee
Wellbeing

Organizational
Trust

3. Sampling Design, Data Collection and Measurement

This quantitative study relied on survey method and used measures developed by previous researchers.
Stakeholder pressure measurements were adopted from research by Sarkis et al. (2010). CSR Practices
measurements were adopted from study of Fatima et al. (2014). CSR oriented culture measurements were
adopted from research by Yu and Choi (2016). Organizational citizenship behavior, organizational
commitment, trust, employee wellbeing, and performance measurements were adopted from studies of
Lee and Allen (2002), Jaworski and Kohli (1993), Lee et al. (2013), Siu, Lu, and Spector (2007), and
Hassan et al. (2013) respectively. To measure the responses, Likert scale with 5 points was used. Data
was obtained using questionnaires form all the banks (21) in the areas of South Punjab (Multan, Rajanpur,
Fazilpur, Jampur, and D.G. Khan). After several follow ups, 180 questionnaires (usable) were returned
out of 200 questionnaires distributed among branch managers and operations managers (90% response
rate). Comparatively high response rate (47%, 84/180) was obtained from HBL (19), UBL (26), Soneri
Bank (17), and MCB (22). 84% of respondents were males, 53% were between age ranges of 31-40 years,
31% had experience between 5-8 years, and 78% had master’s degree.

4. Analyses and Results

4.1 Validity and Reliability Check

SmartPLS3.0 was used for data analyses. Due to small sample size and complexity of model this software
is normally the best choice (Garson, 2016). A two steps method suggested by Chin (1998) was used for
analyses. Initially, the reliability and validity of measurement of outer model was assessed. The model
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was reflective. For convergent validity, item loadings should be 0.7 and above as recommended by
Carmines and Zeller (1979). Table 1 shows that loading of all items meet the standard and indicate
sufficient convergent validity. Reliability was checked using Cronbach’s alpha and composite reliability.
Researchers such as Hair, Black, Babin, and Anderson (2010) have suggested cut off value of 0.7 for
both. The statistics for these two for all constructs were also satisfactory as shown in the table 1.
Discriminant validity was measured using Fornell-Larcker Criteria (1981). The square root of AVE was
compared with correlation values off-diagonal elements. The square root of AVE of constructs was higher
than the correlation values in same row and column representing high discriminant validity. AVE was
also higher than 0.5 indicating divergent validity. VIF values were less than 0.4. Model fit was obtained

as reflected through SRMR value, 0.086 (<1) (Garson, 2016)

Table 1: Factor Loadings, Reliability and AVE Check

Vol. 6, No 1, March 2020

Average
Construct [tems Fact_or Cor_npqs_ite Cronbach's | Variance
Loadings | Reliability Alpha Extracted
(AVE)
CSR1 0.73
CSR2 0.76
CSR3 0.71
CSR4 0.70
CSR Practices(CSRP) CSRO 0.70
CSR7 | 070 0.91 0.89 0.52
CSR9 0.79
CSR10 0.76
CSR11 0.74
CSR12 0.70
SP2 0.70
SP1 0.70
Stakeholder Pressure(SP) SP3 0.79 0.84 0.77 0.52
SP5 0.70
SP4 0.76
CSROC2 0.75
) CSROC4 0.70
giﬁug(légté%c) CSROCI | 0.72 0.84 0.78 0.53
CSROC3 0.80
CSROC5 0.70
EWB3 0.70
EWB2 0.78
Employee EWB6 0.79 0.57
Wellbeing(EW) EWB1 0.74 0.88 0.85 '
EWB5 0.70
EWB7 0.81
OP1 0.70
Organizational oPe 083
OP3 0.77 0.88 0.84 0.57
Performance(OP) OPS 073
OP4 0.72
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OoP2 0.78
0C4 0.70
Organizational 0c2 085
. oC7 0.70 0.86 0.80 0.56
Commitment(OC) 0Cs 070
OC1 0.82
OT5 0.70
Organizational Trust(OT) OoT2 0.85 0.83 0.70 0.63
OT1 0.86
0oCB8 0.70
Organizational OCBG6 0.73
Citizenship OCB5 0.76 0.87 0.81 0.57 4.2
Behavior(OCB) 0oCB3 0.77 Struct
OCB2 0.82 ural
model

and hypotheses testing

Next, the proposed hypotheses were examined by running PLS Algorithm and bootstrapping (1000
samples). Figure 2 and Tables 2 present the results.

[ et || csmo || esmn || e || csme || csms || esme || cwms || cwr || oo ]
'\XSQJEZOBSZ 12762 24670 14281 5500 14143{5820{/'

SP5

CSROC1
CSROC2 16.239
CSROC3 37788

CSROC4 13.634

CSROCS

A0t

Figure 2: Structural Model

QCB5 22411

15.301

4.3 Mediation of CSROC amongst Stakeholder Pressure and CSRP

The table 2 results show that stakeholder pressure indirectly influence CSRP (t-value= 5.076, p-
value=0.0) while it has insignificant direct influence over CSRP (t-value=0.524, p-value=0.600). These
results suggest full mediation of CSROC between stakeholder pressure and CSRP (H1 is accepted).

)]
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Table 2: Bootstrapping results

Vol. 6, No 1, March 2020

Bias Corrected

Bias Corrected

Effects Direct Effect Confidence Indirect Effect Confidence

Interval Interval

t-value | p-value | Coefficient 2.5% 97.5% | t-value | p-value | 2.5% | 97.5%

SP—CSRP 0.524 0.600 0.037 -0.099 0.165 5.076 0.000 0.160 | 0.343
CSROC—CSRP 10.302 0.000 0.579 0.464 0.684
SP—CSROC 7.207 0.000 0.433 0.531 0.297
CSRP—-OC 9.302 0.000 0.525 0.411 0.630

CSRP—OP 1.399 0.162 0.150 -0.092 0.332 2.709 0.007 0.051 | 0.389
CSRP—OCB 18.249 0.000 0.688 0.592 0.747
OC—-O0OP 1.452 0.147 0.142 -0.038 0.327
CSRP—OT 10.607 0.000 0.629 0.494 0.732
OCB—OP 5.015 0.000 0.420 0.246 0.559
OT—O0P 1.478 0.140 0.148 -0.032 0.362
OT—EW 2.513 0.012 0.239 0.045 0.408

CSRP—-EW 6.493 0.000 0.483 0.300 0.602 2.282 0.023 0.028 0.245

SP—EW 1.060 0.290 0.087 -0.070 0.248 3.950 0.000 0.066 0.202

SP—OP 1.648 0.100 0.118 -0.047 0.234 3.687 0.000 0.083 | 0.246

4.4 Mediating impact of OC among CSRP and Performance
Results show significant indirect impact of CSRP on performance (t-value=2.709) while direct impact of
CSRP over organization performance is not significant (t-value=1.399, p-value=0.162). The results
further show that CSR practices’ direct impact over commitment is significant, but the direct effect of
commitment over organization performance is not significant (t-value=1.452). Because of this, H2 is

rejected.

4.5 Mediation of OCB among CSRP and Performance
Table 2 shows that direct effect of CSRP on OCB is significant (t-value=18.249) and direct influence of
OCB on organization performance is also significant (t-value=5.015). Therefore, H3 is accepted.
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4.6 Mediation of Organizational Trust between CSRP and Performance

Table 2 shows that CSRP have significant direct influence over organizational trust (t-
value=10.607).While organizational trust does not impact performance significantly (t-value=1.478, p-
value=0.140). So, H4 is rejected.

4.7 Mediation of Organizational Trust between CSRP and Employee Wellbeing

Table 2 shows that CSRP’s indirect and direct impacts over employee wellbeing were significant with t-
value=2.282, and t-value=6.493 respectively. They support organizational trust’s partial mediating role
among CSRP and employee wellbeing (this leads to accepting hypothesis 5).

4.8 Test of Serial Mediators amongst Stakeholder Pressure and Organization Performance

Table 2 shows that stakeholders pressure has significant indirect impact on organization performance (t-
value=3.687) while the direct effect is insignificant (t-value=1.648, p-value=0.100). Table 2 regarding
direct effects supports mediating role of OCB only and therefore, it is concluded that stakeholder pressure
impacts organization performance through (full) mediating roles played by CSR oriented culture, CSRP,
and OCB. H6b is accepted.

4.9 Test of Serial Mediators amongst Stakeholder Pressure and Wellbeing of Employees.

Table 2 shows significant indirect influence of stakeholder pressure over employee wellbeing (t-
value=3.950), while the direct influence is insignificant (t-value=1.060, p-value=0.290). Hence, the
results support full mediation of organizational trust, CSRP, and CSR oriented culture amongst
stakeholder pressure and employee wellbeing. This leads to accepting hypothesis 7. Furthermore, all the
significant effects have positive coefficients as shown in Table 2 which suggest positive nature of
impacts. The bias corrected confidence intervals also indicated reliable results.

5. Conclusion and Discussion

A number of findings of this study could be supported by past studies. Firstly, mediation role CSR
oriented culture amongst stakeholder pressure and CSRP is supported by many previous researches
(Kalyar et al., 2013; Park et al., 2014; Yu & Choi, 2016). Then, the findings did not reveal any mediating
effect of commitment amongst CSRP and organization performance. These results are inconsistent with
past researches, while, they are in line with those of Steers (1977) that commitment might not always
result in performance outcomes. For further clarity, however, this hypothesis must be studied in other
industries of Pakistan as well.

The results provided support for OCB’s mediating effect amongst CSRP and organization performance.
In this context, the results are in line with past studies’ findings such as those of Hansen et al. (2011);
Nisar et al. (2014); and Chun et al. (2013). Next, the study established that trust does not mediate amongst
CSRP and organization performance. This conclusion supports arguments of Dirks and Ferrin (2001) that
trust does not always produce positive outcomes. Further, literature shows some inconsistent findings
regarding trust and organization performance link, and this link needs to be further explored, as also
suggested by Zanini and Migueles (2013). Furthermore, the findings proved partial mediating impact of
trust amongst CSRP and employee wellbeing, wherein nature of relationships are found to be consistent
with various past studies (Bohdanowicz & Zientara, 2009; Lee et al., 2013; Yu & Choi, 2014a). The
results also supported serial mediation hypotheses lending support to various theories mentioned in the
literature. Overall, the findings support stakeholder theory, resource based view, social exchange theory,
social identity theory, and organizational behavior theory concerning the relationships between variables.

6. Practical Implications, Limitations, and Future Research

Firm stakeholders have a concern for organization performance and employee wellbeing. The recognized
importance of CSR is also due to its impact on organization performance and employee wellbeing. CSR
could be better implemented if supported by organization culture. CSR develops citizenship behavior in
employees that brings outcomes in the form of better organization performance and high employee
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wellbeing particularly in the banking sector. The study has certain limitations too from which first being,
that the study was limited only to Pakistani banking sector. Its cross sectional design and small sample
size is also a limitation. For more generalizability of results, it should be conducted in other sectors and
countries. Comparative studies could be conducted across sectors or regions for better insight.
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