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Abstract

This paper aims to theoretically explain the relationships between Corporate Social
Responsibility (CSR) and employee commitment using both Social Identity Theory (SIT) and
Social Exchange Theory (SET) by developing a conceptual model which incorporates
mediation effects of meaningful work and positive affect. Further, this paper highlights the
importance of examining employees’ perception of CSR activities in the licensed commercial
banking sector. A structured questionnaire that was developed based on a comprehensive
review of literature and refined using both expert opinions and a pilot survey was used for
data collection. Sample comprised of 410 respondents, and a convenience sampling strategy
was used to secure these responses from 13 local licensed commercial banks in Sri Lanka.
Structural equation modelling was utilized to test the proposed relationships. The findings
indicate that there are significant (p<0.05) positive relationships between CSR perceptions
and employee commitment. Furthermore, meaningful work and positive affect were found to
partially mediate the relationship between CSR and employee commitment. In terms of
theoretical significance this study filled a gap by utilizing both SIT and SET in explaining
relationships between CSR perceptions and employee commitment. Findings also contribute
to the extant empirical literature on CSR perceptions and employee commitment particularly
in the banking sector. Moreover, this study adds new insights on mediating capability of
psychologically related variables.
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Introduction

Due to increasing competition in the
current world, companies search for
factors that would enable them to sustain
competitive advantage where corporate
reputation is one such factor which is
derived through engaging in Corporate
Social Responsibility (CSR) activities
(Engizek & Yasin, 2017; Khaleel,
Chelliah, Rauf & Jamil, 2017; Hur, Moon
& Ko, 2018; Sancho, Martinez, Larren &
Madueno, 2018; Zhou, Luo & Tang,
2018; Bouraoui, Bensemmane, Ohana &
Russo, 2019). CSR communicates the
underlying values of the company which
can lead employees to create a strong
psychological bond with the organization
and afterwards generates company
benefitting attitudes and behaviors
(Korschun et al., 2014; Gbond, Akremi,
Swaen & Babu, 2017; Trivellas,
Rafailidis, Polychroniou & Deoulou,
2019). Accordingly, employee
commitment has received much attention
continuously due to its importance and
the ability to impact organisations
(Riketta, 2002; Bouraoui, Bensemmane,
Ohana & Russo, 2019). In today’s context
organisations are looking forward to have
commitment from their employees
continuously (Nazir & Islam, 2017).
Irrespective of using multiple methods
and ways of enhancing employee
commitment organisations continuously
face the difficulty of maintaining a set of
committed employees (Riketta, 2002;
Yalabik et al., 2016; Rahman et al., 2016;
Cafferkey et al., 2017; Bouraoui et al.,
2019). Absence of employee
commitment is detrimental to
organisations.  Issues  related to
attendance, increased labor turnover,
increase in cost due to frequent
recruitments and training,
counterproductive behaviors (Meyer et
al., 2002; Riketta, 2002; Cafferkey et al.,
2017) are some of the negative outcomes
due to absence of employee commitment.

Banking sector plays a major role in
domestic financial sector where licensed
commercial banks are the key players in
it (Central Bank of Sri Lanka Annual
Report, 2017). Literature also highlights
that banks are experiencing lapses of
commitment. Scholars such as Abdullah
and Ramay (2012), Al-bdour et al.
(2010), Antonaki and Trivellas (2014),
Rahman et al. (2016), Shibeika (2016)
have acknowledged this issue. Sri Lanka
has adopted the idea of been socially
responsible where almost all the
organizations try to launch CSR activities
as much as possible even though the real
motive is questionable. The overall big
picture of CSR has been researched up to
a certain extent specially in terms of listed
companies (Beddewala & Fairbrass,
2014; Fernando et al., 2015; Naotunna &
Arachchige, 2016; Nimsith, Mafaza &
Safha, 2017). However, Sri Lankan
banking sector and its employees’
perception regarding CSR has not been
examined.

Overall, employees play a major role in
banking sector but adequate research has
not been done to understand how
employees perceive CSR practices of
banks (Al-bdour, 2010). There is very
limited knowledge regarding employees’
perception on CSR and how they impact
their attitudes and behaviors particularly
in the context of developing countries
(Rahman et al., 2016). On the other hand,
when examining through existing scarce
empirical studies, they have considered
the direct relationship between CSR and
other possible outcomes. Such a direct
examination would not give a better
understanding about the underlying
mechanism as to how CSR could generate
employee commitment. ‘Why’ such
outcomes are generated questions the
missing part which must be addressed
(Aguinis & Glavas, 2012; Glavas &
Kelly, 2014). Meaningful Work and
Positive Affect are two of the elements of
psychological  well-being at work
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(Robertson & Cooper, 2011). The
necessity of focusing on psychology and
their capacity to act as mediators have
been overlooked (Glavas & Kelly, 2014).
Thus, based on the literature it is evident
that meaningful work and positive affect
have more association with CSR and
employee commitment. Thus, it is
hypothesized that meaningful work and
positive affect explains the intermediate
process between the relationship between
CSR and employee commitment. Despite
increased concern on psychological well-
being at work, these variables have not
been tested as potential mediators of the
CSR-outcome relationships. Thus, it
could be stated that coupled up with the
employees’ perception regarding CSR
practices, these two mediators could
bring. an impact on employee
commitment, which is tested in this study.
At the same time both Social Identity
Theory and Social Exchange Theory have
been used to theoretically support the
relationships between CSR and employee
commitment (discussed in the next
section).

Thus, based on the contemporary
importance, dearth of studies and impact
of mediators, the main objectives of this
study are to, first examine the relationship
between CSR perceptions and employee
commitment, and then to investigate the
mediating role of meaningful work and
positive affect on this relationship. In
terms of originality this study contributes
theoretically, empirically, practically and
methodologically as well. Through the
examination of the said relationships the
study contributes to understand whether
banking employees’ perception is
impacted due to  organization’s
engagement in CSR activities directed
towards both internally and externally. In
terms of theoretical significance, most of
the studies have adopted one theory and
its mostly social identity theory. This
study tried to fill that gap by utilizing both
social identity theory and social exchange

theory so that the study is theoretically
supported not by one but by two theories.
While contributing empirically and
theoretically its pragmatic contribution is
also significant where it will be beneficial
to all parties. Human resource personnel,
marketers can change their view on CSR
and look forward different ways of
enhancing  employee  commitment.
Particularly, the findings would be
helpful for those managers who are
actively involved in development of
socially responsible  measures  for
employees.  Moreover, the study
contributes methodologically as well.
Existing literature has utilized mostly
correlation analysis and regression
analysis to examine relationships. But
this study used Structural Equation
Modelling (SEM) to examine the
complex relationships accompanied with
both direct and mediating relationships.

The next sections discuss the extant
literature, research methods, findings and
discussion and finally the conclusion of
this study.

Literature Review

This section reviews broad theories and
extant empirical studies relevant to the
present study.

Social Identity Theory

Social Identity Theory (SIT) suggests that
individuals view themselves as members
of social categories such as organizational
membership, religious affiliation, gender
and age cohort and they compare their
characteristics and the groups with other
individuals and groups in order to
enhance their positive self-concept
(Ashforth & Mael, 1989; Turner, 1985;
Tajfel & Turner, 1986). According to
SIT, people prefer to associate with
groups that permit themselves to visualize
their identity in distinctive and positive
manner. Brammer and Millington (2005)
suggests that if employees identify their
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organization as a socially responsible
member of the society, the feeling of
being part of this reputable organization
can enhance their self-concept. Farooq et
al. (2013) and Khaleel et al. (2017) in
their respective studies argue that CSR
induces employees’ desire to identify
with their organization due to its
prestigious  image.  Further, CSR
enhances employees desire to identify
them as members and it will motivate
them to work and remain committed to
the organization (Farooq et al., 2013).
Empirical studies have also asserted that
CSR creates positive reputation of an
organization (Turban & Greening, 1996;
Zhou et al., 2018). Employees are proud
to identify themselves with organizations
that actively participate in CSR activities,
which in turn improves their attitudes and
behaviors in the workplace (Bouraoui et
al., 2019), such as being committed
employees.

Social Exchange Theory

Another broad-based theory, Social
Exchange Theory suggests that signals
are sent to employees that their
organization is caring, kind and
benevolent and the employees feel
obliged to reciprocate good deeds of their
company with positive attitudes and
behaviors (Farooq et al., 2013).
Individuals engage in different types of
interactions on the basis of their
assessment of potential risk and gain.
Blau (1964) indicates that when
individuals receive mutual benefits by
interacting with a person or a group of
persons and the benefits are high, they
develop positive feelings towards other
party. According to Social Exchange
Theory this reciprocity applies where one
party voluntarily provides a benefit to
other party inducing an obligation to
reciprocate by providing same benefit in
return. This rule applies in CSR
engagement where Farooq et al. (2013)
argued that when firms engage in
voluntary actions which are beneficial to

employees and other stakeholders this
reciprocity rule applies. Employees feel
obliged to give something in return for
these voluntary investments that was
initiated towards them. CSR activities are
voluntary activities carried out by the
company for all types of stakeholders and
it gives a signal to employees that they
will be cared in the future as well. Farooq
et al. (2013) suggest that employees will
develop an emotional attachment and
commitment towards the company as a
result of receiving the feeling of been
cared. Employees differentiate their level
of reciprocity based on exchange
ideologies “that work effort should
depend on treatment by the organization”
(Eisenberger et al., 1986, p. 503). Thus,
employees vary their work effort based
on how favorably they are treated and the
benefits received from the organization.
This was further elaborated by
Eisenberger et al. (1986) that employees
who benefit from organization will feel
obliged to reciprocate by performing
behaviors that benefit the organization.

Having discussed two board based
theories that link between CSR
perceptions and employee commitment,
the next section elaborates empirical
studies on this relationship.

Impact of CSR on Employee
Commitment

Today, given the “circumstance of
stringent scrutiny toward corporate
behavior, organizations are under
pressure to develop and implement solid
overarching Corporate Social
Responsibility (CSR) strategies” (Mory,
Wirtz & Gottel, 2016, p.172). Malik,
Afzal and Mirza (2016) mention that
undeniably CSR has a substantial
potential to  impact  employees’
perception about the organization. It’s
vital to attract a qualified pool of
applicants to the organization and
according to Turban and Greening (1997)
good corporate social responsibility
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reputation could generate positive
attention from both current and
prospective employees. Commitment is
the psychological identification that an
individual feel toward his or her
employing organization (Mowday et al.,
1982). It’s a relationship, genuine feeling
that employees feel about their
organization. High level of commitment
creates benefits to both the employer and
employee, and vice versa. (Bakker et al.,
2003; Valentine et al., 2002).

Certain scholars were concerned about
how CSR activities affect prospective
employees while some others were
analyzing impact towards current
employees. The first stream explores how
CSR  actions affect  prospective
employees. Researches who were
concerned about this area are
Bhattacharya et al. (2008), Greening and
Turban (2000), Turban and Greening
(1997), Alniacik et al. (2011), Lin et al.
(2012). These scholars found out that
CSR performance is positively related to
employer attractiveness only for job
seekers with a high level of job choice.
Careful analysis through existing line of
empirical studies reveal that CSR affect
current employees’  attitudes and
behaviors where it will lead to numerous
benefits  including  increased  job
satisfaction, motivation, intention to stay,
work engagement, organizational
commitment, etc. Scholars such as
Brammer et al. (2007), Turker (2009),
ALshbiel and Awawdeh (2011), Stites
and Michael (2011), Farooq et al. (2013),
Ipkin and Jennifer (2014), Closan et al.
(2015), Mory et al. (2016), Malik, Afzal
and Mirza (2016), Engizek and Yasin
(2017), Khaleel, Chelliah, Rauf and Jamil
(2017), Bouraoui, Bensemmane, Ohana
and Russo (2019) conducted studies to
find out the link between CSR and
employee commitment. When examining
through the literature, it could be
highlighted that scholars have examined
the impact of CSR either considering only

one aspect (internal or external) or both
aspects of CSR. There might be a
difference in the level of impact of each
of the dimensions considered under CSR,
but overall CSR has a positive impact on
employee commitment. Accordingly, it
could be hypothesized that:

H1: There is a positive relationship
between CSR and Employee
Commitment.

The next sections discuss the impact of
the important psychological constructs:
Meaningful Work and Positive Affect on
the relationship between CSR perceptions
and employee commitment.

Meaningful Work

Work motivation literature has been
discussing the existence of a level of
motivation that goes beyond the
commonly known intrinsic and extrinsic
motivation. One such deeper level of
intrinsic motivation is meaningfulness
(Chalofsky &  Krishna, 2009).
Organizations perceived as socially
responsible maybe sources of meaning
and the authors argue that “when
organisations provide their employees
with  opportunities to  contribute
something of value to fellow members of
the organisational community, employees
gain an enhanced sense of purpose,
agency and impact which are experienced
as meaningful (Rosso et al., 2010, p. 101).
CSR activities may enhance members’
meaningfulness of work because it
corresponds to value systems of modern
society, which emphasizes the economic
and social needs of shareholders as well
as various stakeholders (Aguinis &
Glavas, 2012).

Kim, Chang and Kim (2018) proposed
that CSR functions as a key driver of
employees’ meaningfulness of work and
the results indicated that CSR was
directly and positively related to
meaningfulness of work. Steger and Dik

Kelaniya Journal of Management | 2020 | Vol. 09 | Issue 01 | Page 51


https://creativecommons.org/licenses/by/4.0/

Weerasekara N., Ajward R., KIM, 2020, 09 (01)

(2010) tested on this notion whether
people who experience meaningful work
are highly committed to their work both
in terms of their specific organisation and
their ~ chosen  profession.  Results
concluded employees  experiencing
meaningful work appear to be more
satisfied and committed to their work.
Jung and Yoon (2016) also examined the
effects of meaningful work on employee
commitment of hospitality employees.
The results indicated that employees’
meaning of work positively influenced
their job engagement and commitment.
Kim et al. (2018) also examined the
impact of meaningfulness of work on
organisational commitment and as per the
results it clearly indicated
meaningfulness of work has a significant
impact on organisational commitment.
Steger et al. (2012) and Khaleel et al.
(2017)  further  emphasized  that
employees who experience meaningful
work and who serve some greater good
are better adjusted psychologically
possessing qualities which are desirable
to organizations. When there is
meaningful work the organization will
flourish  with commitment, passion,
imagination and soul (Richard, 1995).
Literature suggests perceptions of CSR
has a positive impact on meaningfulness
which is followed by attitudes and
behaviors desired by organisations. Thus,
it could be hypothesized that:

H2a: Meaningful Work mediates the
relationship between CSR and Employee
Commitment.

Positive Affect

The work-place is a significant part of an
employee’s life which affects not only his
or her life but the community as well. The
work life is so important that an adult
spends much of his life working (Harter
et al., 2003). Emotional well-being of the
employees and their satisfaction with
work and work-place matters a lot. It
affects the quality of an individual’s life,

mental health and affects the entire
community. The significance of emotions
has been identified and examined
tremendously since the 1990s (Subba &
Rao, 2016). Positive emotions have the
capability of putting down autonomic
behavior of individuals whereas negative
emotions cultivate autonomic behaviors
(Fredrickson, 2001). Beyond just the
pleasant  feeling, Positive  Affect
generates multiple, interrelated benefits
(Fredrickson & Losada, 2005). Exposure
to virtuous and socially responsible
practices produces positive emotions
such as love, empathy, enthusiasm, etc.
(Cameron, Mora & Calarco, 2011).
Individuals ~ working  in  socially
responsible organizations find their job
more intrinsically rewarding, and leads to
greater positive affect (Ryan & Deci,
2000; Lyubomirsky, King & Diener,
2005). According to the study conducted
by Baranik and Eby (2016) their
conclusion was that organisational
citizenship behaviors were related to
positive affect and positive affect was
positively related to life satisfaction and
health satisfaction and negatively related
to burnout and depressed mood. As per
literature it could be hypothesized that:

H2b: Positive Affect mediates the
relationship between CSR and Employee
Commitment

Based on literature review the conceptual
framework was constructed in figure 01
(Appendix A).

Methodology

Based on philosophical assumptions, the
study falls under positivistic paradigm.
Since the study examines relationships
between variables, quantitative strategy
was utilized. The population constitutes
of licensed commercial banking sector of
Sri Lanka. Data was collected from a
sample of 13 domestic licensed
commercial banks in Sri Lanka. Data
collection  was facilitated  using
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convenience sampling strategy due to
non-availability of the sampling frame.

Operationalization
Measurement scales

CSR Engagement: Banks conduct CSR
activities towards multi stakeholders.
Employees’ current perception of its
bank’s CSR activities is examined under
CSR engagement. Turker’s (2009) CSR
definition was considered as the base
which considered CSR as “those
corporate  behaviors  which  affect
stakeholders positively and goes beyond
its economic interests and legal
obligations” (p. 201). Turker (2009)
identified only four stakeholder types. In
this research CSR engagement was
measured incorporating multi stakeholder
items along with Turker’s (2009)
classification. CSR engagement was
measured using employees, social and
non-social  stakeholders,  customers,
government and  shareholders. A
combination of scales was used since
these stakeholders are not covered from a
single scale. Scholars have used Turker’s
scale to measure CSR involvement which
covers wide range of stakeholders
(Farooq et al., 2013; Nejati & Ghasemi,
2013; Chaudhary, 2017). Thus, Turker’s
(2009) seventeen items CSR scale was
adapted to measure level of CSR
engagement towards employees, social
and non-social stakeholders, customers
and government (e.g. our bank
encourages its employees to participate in
voluntary activities, our bank participates
in activities which aim to protect and
improve the quality of the natural
environment, our bank makes investment
to create a better life for future
generations, customer satisfaction is
highly important for our bank, our bank
always pays its taxes on a regular and
continuing basis) Also, to measure level
of CSR engagement towards shareholders
three statements were utilized from Fatma
et al. (2014), Garcia et al. (2005) and

Maignan and Ferrell (2001). “Our bank
tries to obtain maximum profit from its
activity”, “our bank keeps strict control
over its cost”, and “our bank is concerned
to fulfill its obligations in relation to its
shareholders”. The term “company” was
changed to “our bank” in order to suit the
context. The Original five (5) point Likert
type scale ranging from strongly
disagree=1 to strongly agree=5 was used
in the questionnaire.

Employee Commitment: The researchers
used the 9 item short version of
Organisational Commitment
Questionnaire (Mowday, Steers & Porter,
1979) to measure current level of
employee commitment where the short
version is reliable same as the original 15
items scale (Mowday, Steers & Porter,
1979; Turker, 2009). The scale included
affective, normative and continuous
components of commitment (e.g. | find
that my values and the bank’s values are
very similar, | am willing to put in a great
deal of effort beyond that normally
expected in order to help this bank be
successful, for me this is the best of all
possible banks for which to work).
Original seven (7) point Likert type scale
ranging from strongly disagree=1 to
strongly agree=7 was incorporated to
measure the scale. Also, the original word
“organization” was changed to “bank” in
order to suit the context of the research.

Meaningful Work: The researchers
adopted the Comprehensive Meaningful
Work Scale (Wiersma & Wright, 2012) to
measure  meaningful  work  with
modifications based on expert comments
and pilot-survey results. Scholars have
adopted this scale to measure meaningful
work in their research (Vuori, San & Kira,
2012; Wiersma, Wright & Dik, 2016)
since this scale covers several dimensions
and developed by combining a number of
existing scales. Originally this scale
comprised of twenty-eight items covering
seven dimensions. In terms of the study,
two items from each dimension totaling
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of fourteen items were selected to
measure level of meaningful work (e.g. |
have a sense of belonging, | feel I truly
help our customers/ clients, | create and
apply new ideas or concepts, | feel
inspired at work). Respondents were
informed to indicate their preference with
regard to how frequently they
experienced each item at their bank.
Based on the original scale, a five-point
Likert type scale ranging from never=1 to
always=5 was used to measure the scale.

Positive  Affect:  Thompson  (2007)
mentions that the original PANAS scale
is criticized for been lengthy when used
in a study which involves other set of
variables also. Further Thompson (2007)
mentions that psychometric properties of
the new ten items have been tested and
validated which covers both positive and
negative affect. Thus, researchers used
modified PANAS (I-PANAS) developed
by Thompson (2007) to measure positive
affect. Items which measured positive
affect are alert, determined, attentive,
active, inspired. The researchers used
these five (5) items (e.g. alert,
determined, attentive, active, inspired) to
measure Positive Affect and the original
five (5) point Likert type scale ranging
from very slightly or not at all=1 to
extremely=5 was used to measure the
levels.

Data Collection and Demographic
Profile

This study focusses on the level of CSR
engagement of the Licensed Commercial
Banking sector of Sri Lanka. Currently 25
domestic and  foreign  Licensed
Commercial Banks (LCBs) are operating
in Sri Lanka (Central Bank of Sri Lanka
Annual Report, 2016).

For this study purpose, the researchers
selected both executive and non-
executive employees of 13 domestic
LCBs. Researchers managed to collect

415 filled questionnaires, but, only 410
were usable for data analysis.

Majority of the respondents were females
which accounted to 55.6%. In terms of
Marital Status of the respondents,
majority of the respondents were married
(72.7%). Regarding the age distribution
of sample respondents, it is observed that
two age groups: 31-40 and 21-30 had
representations of 35.4% and 31.2%,
respectively. When academic
qualifications are concerned, it could be
seen that the majority participants fell
under who had completed their First
degrees (29.8%). However, percentage of
Masters/ M.Phil. levels completed is also
at a higher level demonstrating a
percentage of 24.7%. 43.9% of the
respondents held Associateship in
Banking (AIB) which is a common
feature in banks, and 27.1% are still in the
process of completing AIB. Out of the
employment categories of clerical, junior
executive, executive and assistant
managers, the highest percentage of
19.3% was represented by the junior
executive category.

Also, when considered the high end of the
employment categories, senior manager
and assistant general manager categories
held the highest percentages of 7.8% and
7.1%, respectively. With regard to total
service length at the banks, the highest
percentage is held by ‘more than 5 years
but not over 10 years’ category (25%). It
is followed by 20% which represent
‘more than 10 years but not over 15 years’
tenure category. As far as monthly gross
salary is concerned, the highest
percentage of the respondents (26.1%)
earned a salary between Rs. 75,001-
100,000. Closer to this figure 20.2% of
the respondents earned a salary between
Rs. 50,001-75,000.

Analysis strategy

In terms of data analysis, first, the data
was subjected to screening and cleaning.
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Then, validity and reliability dimensions
were examined. In order to describe the
sample, descriptive statistics
accompanied by measures of central
tendency, measures of dispersion and
measures of distribution were calculated
using statistical analysis package - SPSS.
Further, to examine the hypothesized
relationships, correlation analysis and
structural equation modeling (i.e., using
Smart Partial Least Square (PLS)
software) were conducted being deemed
most appropriate strategies. The use of
PLS for this study is relevant due to
several reasons. Firstly, this study
examined complex relationships. i.e. two
mediation relationships along with direct
relationships which in overall is a
complex model. The prime objective is to
predict, i.e. the purpose of this study is to
explore the impact, the relationships
between CSR and employee commitment
with the mediating effects of Meaningful
Work and Positive Affect, and these
complex relationships including direct
relationships, mediation and moderations
could be tested using Structural Equation
Modeling (SEM). Further, tests of
normality, indicated (not tabulated) that
the distribution of data is non-normal,
which violates one of the multivariate
assumptions of covariates-based general
SEM, and thus, the use of PLS is
appropriate in such a situation as it is not
based on covariate-based SEM (Hair et
al., 2014; Garson, 2016). Further, the
proposed conceptual model comprises
constructs with large number of
indicators, complex relationships where
use of PLS is recommended to explore
such a context (Fornell & Cha, 1994).
Nevertheless, expert statisticians’
opinions were obtained in order to
confirm suitability of using SEM. Thus,
above given reasons justify use of PLS for
data analysis in this study.

SEM techniques such as PLS establish a
correctly the specified measurement
model before evaluating the structural

(theoretical) model. Model specification
includes two distinct components (a) a
measurement model and (b) a structural
model (Hair et al., 2014; Samani, 2016).
Accordingly, in this study, under the
measurement model, a confirmatory
factor analysis was used to validate the
items (indicators) explicitly measuring
the individual latent variables. Where-as
the structural model takes in to account
the relationships among the latent
variables to be estimated and tested
(Garson, 2016). Content validity,
convergent validity (Composite
Reliability & Cronbach’s Alpha) and
discriminant validity were examined in
both measurement model and the
structural model.

Findings & Discussion

Before testing hypotheses of this study,
convergent validity and discriminant
validity of the structural model were
tested.

Convergent validity was assessed using
composite reliability, Cronbach’s Alpha
and AVE which are the commonly used
validation measurements. As per the
results indicated in Table 01 (Appendix
B), the composite reliability and
Cronbach’s Alpha is well above 0.7 of all
variables, which is the accepted
threshold. Thus, due to adequate
satisfaction of composite reliability and
Cronbach’s Alpha convergent validity is
ensured.  Moreover, to  establish
convergent validity AVE values were
also examined. The accepted norm is
AVE should be greater than 0.5 which
means factors should explain at least half
the variance of their respective indicators.
AVE below 0.5 means error variance
exceeds explained variance. As per Table
1, all variables’ AVE values meet the
acceptable  criterion. Discriminant
validity is achieved if an item correlates
more highly with items measuring the
same construct than with items measuring
different constructs (Churchill, 1979).
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Discriminant validity was assessed using
the Fornell and Larcker (1981) AVE
criterion.  Discriminant  validity is
supported by the results of Table 02
(Appendix C), the inter-construct
correlations table. The square root of
AVE which is represented in the diagonal
is higher than its column wise and row
wise correlation for all the variables.

Hypotheses testing

Related to Hypothesis (H1): CSR
positively impacts employee
commitment, the path coefficient is 0.623
(Table 03 — Appendix D), which is also
significant (p<0.01). Thus, based on this
information, hypotheses H1 is supported
indicating positive relationship between
CSR and employee commitment.

Related to hypothesis (H2a): Meaningful
Work mediates the relationship between
CSR and employee commitment, all the
direct paths (CSR and employee
commitment, CSR and meaningful work,
meaningful work and  employee
commitment) as indicated in Table 04
(Appendix E) are statistically significant.
The indirect path between CSR and
employee commitment is also significant.
Hence, it could be concluded that
hypothesis H2a is supported since both
direct and indirect paths are significant
indicating meaningful work partially
mediates the relationship between CSR
and employee commitment.

As per hypothesis H2b: Positive affect
mediates the relationship between CSR
and employee commitment, all three
direct paths as indicated in Table 05
(Appendix F), are statistically significant.
In order to examine mediation effect of
positive affect both direct and indirect
paths have to be considered. Along with
the direct path the indirect path between
CSR to employee commitment is also
significant. Thus, hypothesis H2b is
supported concluding that positive affect
partially mediates the relationship

between CSR and employee
commitment. Figure 02 (Appendix G)
indicates the final path diagram of the
relationships examined.

Conclusion

The main findings of this study could be
elaborated in relation to research
objectives, and the first objective of this
was to investigate the level of CSR
engagement and employee commitment
in licensed commercial banks. As per the
results, commercial banks’ level of CSR
engagement was at a higher level, which
indicated a value of 4.19 out of 5. Also,
employees of commercial banks
exhibited a higher level of commitment at
work as well. The value indicated was
6.05 out of 7.

Then the study investigated the impact of
CSR on employee commitment as the
second main objective of this study. As
per the results, it was found that there is a
positive relationship between CSR
engagement and employee commitment.
This result supports the findings of
previous empirical  findings  that
employees’ perception about their
organisation’s level of CSR engagement
has a significant positive impact on their
level of commitment (Turker, 2009;
Farooq et al., 2013; Closan et al., 2015).
Employees get a positive perception
about their organisation when their
organisation engages in CSR activities,
i.e. higher the organisations engage on
CSR activities, higher the Ilevel of
employees’ commitment. This suggests
that organisations which embrace CSR
activities targeting both internal and
external stakeholders as part of their
strategy more successfully gain the
commitment of their employees.

The third objective of the study was to
examine the mediating effects of
meaningful work and positive affect on
the impact of CSR on employee
commitment. The results depicted that
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employees”  perception of CSR
engagement of their organisation not only
directly influence employee commitment
but also impact through meaningful work
as well. This imply that employees
consider working for a socially
responsible  organisation creates a
meaningful purpose to retain with the
organisation which in turn trigger higher
level of commitment. Moreover, the
results showed that a positive relationship
exists between CSR engagement and
positive affect. This finding is in par with
the notion that when employees are
exposed to virtuous and socially
responsible practices they tend to develop
positive emotions which in turn generates
positive benefits. Further, the results
confirmed that employees’ perception of
CSR engagement of their organisation
not only directly influence employee
commitment but also impacts through
positive affect, i.e. positive affect could
mediate the relationship between CSR
and employee commitment.

Implications

The results of this research contributes
theoretically, empirically, pragmatically
and methodologically as follows.

Theoretical implications

The review of literature indicated that
most of the studies have primarily
focused on Social Identity Theory (SIT)
when examining the relationships
between CSR and possible outcomes.
This study also utilized the Social
Exchange Theory (SET) as an additional
and complementary theory to support this
relationship. Thus, the relationships
between CSR, employee commitment,
meaningful work and positive affect are
better explained due to usage of both SIT
and SET, and the findings support these
theories.

Empirical implications

The study examined the direct impact of
CSR  engagement on  employee
commitment. The findings of this study
further enrich existing literature on the
impact of CSR at micro level highlighting
the employees’ perception on CSR leads
to higher level of commitment. More
importantly, this study’s finding would
enrich existing few empirical studies
available in the Sri Lankan banking
context opening up new path for future
researchers.

Practical implications

This study attempts to shed new light on
CSR at a micro level. findings would give
better understanding as to how
stakeholders would respond to CSR
activities, specially the employees. Since
studies concerning on micro CSR is
limited in  developing  countries
organisations are losing  potential
benefits. This study’s findings also
indicate that employees do pay attention
on the organisation’s CSR activities.
Their  perception  regarding  the
organisation is largely impacted by the
level of CSR engagement of their
organisation. Managers should
understand the importance of including
CSR activities into their strategy if they
look forward to survive and thrive.
Human resource and marketing managers
must understand the value that could be
generated through CSR activities. Being
a socially responsible organisation would
attract prospective employees and would
help to retain talented employees. Thus,
findings of this study would be useful for
managers who are actively involved in
developing CSR practices.

Methodological implications

The conceptual framework of this study
included a combination of independent,
dependent and mediating variables. To
test the hypotheses of this study structural
equation modelling was utilized. Use of
structural equation modelling to test
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hypotheses of complex models is still
underutilized in CSR literature. Apart
from the main direct relationships, two
mediators (i.e., Meaningful Work and
Positive Affect) were also tested using
structural equation modelling. These
improvements are expected to contribute
methodologically.

Limitations and future research
directions

This study has contributed to CSR
literature in many ways. However, it
exhibits a few limitations where the
researchers suggest them as future
research directions. The study examined
licensed commercial banking sector. To
obtain an overall understanding of the
total banking sector, future research could
consider savings and development
banking sectors as well. Furthermore, as
a future direction, employees’ perception
of CSR could be examined in other
sectors as well. This study examined both
internal and external CSR activities
representing different types of key
stakeholders which included social and
non-social stakeholders (natural
environment, society, NGOs),
employees, customers, government, and
shareholders. More insights could have
been gained if some other stakeholders
such as suppliers were also included. As
future research directions, other such
stakeholders could be considered. There
is an increased concern on emotions
where psychological foundations of CSR
could be a lucrative mediation
mechanism. Thus, more psychologically
related variables could be wused as
mediators in future research. In addition,
justice mechanisms could also be
considered as mediators for future
research.
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Appendices
Appendix A
Independent Denendent
CSR h1 Employee
Engagement Commitment
H2b H2a
H?2a H?b
Positive Meaningful
Affect Work
Mediators
Figure 01: Conceptual framework
Source: Authors constructed
Appendix B
Table 1: Summary of convergent validity
Construct/ Sub AVE Composite Cronbach’s Alpha
dimension Reliability
CSR-CSR 0.668 0.909 0.875
Engagement
EC-Employee 0.593 0.928 0.912
Commitment
MW- Meaningful 0.595 0.870 0.825
Work
PA- Positive Affect 0.689 0.917 0.886

Source: Authors compiled based on analysis
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Appendix C

Table 2: Inter-construct correlation table

CSR EC MW PA
CSR 0.817
EC 0.623 0.770
MW 0.458 0.438 0.704
PA 0.505 0.480 0.491 0.830

Source: Authors compiled based on analysis

Appendix D

Table 3: Direct impact of CSR on Employee Commitment

Path Path coefficient t-statistic p-value
CSR>EC 0.623 16.115 0.000

Source: Authors compiled based on analysis

Appendix E

Table 4: Mediating effect of Meaningful work

Path Path t-statistic p-value Total
coefficient effect
CSR->EC (Direct) 0.623 16.115 0.000 0.712
CSR->EC (Indirect) 3.285 0.001
CSR>MW 0.458 10.176 0.000
MW->EC 0.195 3.433 0.001
Source: Authors compiled based on analysis
Appendix F
Table 5: Mediating effect of Positive Affect
Path Path coefficient t-statistic p-value  Total
effect
CSR->EC (Direct) 0.623 16.115 0.000 0.735
CSR->EC (Indirect) 3.959 0.000
CSR>PA 0.504 10.836 0.000
PA->EC 0.222 4.359 0.000

Source: Authors compiled based on analysis
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Appendix G
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Figure 02: Path Diagram
Source: Authors constructed
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