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IMPACT OF ECONOMIC CSR ON
EMPLOYEES’ COMMITMENT: AN
INDIAN STUDY
Lovika1
The present study aims to estimate empirically the relationship between economic corporate
social responsibility and commitment. Primary data based on 322 respondents from 98
organizations operating in India has been analyzed to test the stated hypothesis. With the
application of regression analysis, the findings have revealed that economic corporate social
responsibility significantly and positively affects commitment. Limitations and future
research directions are also discussed.
INTRODUCTION
In today’s competitive business environment, corporate social responsibility (CSR) is high on
organizations’ agendas and defined as a self-regulating business idea that helps an
organization to be socially accountable towards itself, stakeholders, and society. By adopting
socially responsible practices, firms can contribute for the welfare of society in all aspects i.e.
economic, legal, social, and environmental. There are several concepts alike CSR i.e. socially
responsible investment, business ethics, corporate philanthropy, corporate accountability,
corporate citizenship, stake holding, community involvement, corporate responsibility,
sustainability, triple-bottom line, and corporate social performance (Silberhorn and Warren,
2007). Pioneers of CSR believe that responsibility of any corporations should not be limited
to its economic zone but should be extended to its non-economic zone. Carroll (1979)
designed CSR model that comprised of four dimensions and termed them economic, legal,
ethical and philanthropic respectively. Further, Carroll (2001) proposed that the first three
dimensions are mandatory for an organization but the last one is optional as it is not forced to
be adopted. Philanthropic or discretionary CSR doesn’t fall under CSR activities. Economic
dimension of CSR elucidates an organization’s profitability and competitiveness. Legal CSR
is related with legal compliance i.e. labor laws regarding health and safety, abolition of child
labor, bonded labor, forced labor etc. Further, ethical CSR highlights organizational norms,
policies/principles that are not mandatory in legislation. Lastly, philanthropic CSR includes
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those practices which are for the beneficial of society like charity, society cleanliness,
opening orphanage houses etc (Carroll, 1991).
THEOTRICAL PERSPECTIVE AND LITERATURE REVIEW
Economic CSR
Rationale behind the evolution of Corporate Social Responsibility is triple bottom line, profit,
people and planet i.e. economical, socially responsible and environmental issues (Iamandi,
2007). To serves these, Shareholder approach, stakeholder approach and societal approach
are developed (Marrewijk, 2003). First one focuses on profit maximization i.e. to gain more
and more profit for their shareholders while stakeholder approach emphasizes on considering
the interest of all its associated stakeholders’ i.e. consumers, employees, suppliers,
government, community etc. After considering the prevalent business situations, it is quite
impossible to neglect the importance of stakeholders in an organization (Rodrigo and Arenas,
2008). Stakeholders are very important and legitimate part in socially responsible behavior of
any organization (Mitchell et al., 1997). Freeman (1984) defined a stakeholder as “any group
or individual who can affect or is affected by the achievement of an organization's
objectives”. Stakeholders are divided under various categories. Stakeholders are divided as
primary stakeholders and secondary stakeholders (Clarkson, 1995). This classification is done
on the basis of their level of impact on the organization mission, vision and objectives.
Internal and external stakeholders are classified as their legal and administrative limits of the
organization (Cavanagh and McGovern, 1988). They are also categorized as voluntary
stakeholders and non-voluntary stakeholders depending upon their degree of risk bearing
capacity (Mitchell et al., 1997). Goodpaster (1991) classify them as fiduciary stakeholders
and non-fiduciary stakeholders, on the basis of degree of trust they have in management.
Lastly, societal approach says that society is the most integral part of any organization, so to
accomplish all the needs of society is also a responsibility of business.
Focusing on first component of CSR i.e. economic CSR that emphasizes that business is
designed for earning profit and increases its shareholder wealth. There are seven economic
responsibilities of any business i.e. generate new wealth, satisfying consumers with real value
goods and services, promote innovation, earn a fair return for investors, create new jobs,
upward mobility in economic conditions, and diversification of economic interest of citizens
(Novak, 1996). In words of Friedman (1996), prime responsibility of any business enterprise
is to increase profits without adopting unethical ways. Further, he contended that only
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responsibility of an organization is to increase its shareholder’s wealth. Moreover, he put in
plain words that involving in social issues are government’s jobs or social agencies, not of a
business enterprise.
Commitment
According to Meyer & Herscovitch (2001) Commitment is ‘a force that binds an individual to
a course of action that is of relevance to a particular target’. Meyer and Allen (1991) define
‘Organizational commitment as the employee’s psychological attachment to the
organization’. It is broadly categorizes as Affective commitment, Continuance commitment
and Normative commitment. Affective commitment (AC) is defined as the employee’s
positive emotional attachment with the organization. An employee who has affective
commitment willing to remain associated with the organization. Continuance commitment
(CC) is defined as employee commitment based on the economic and social costs of leaving
the organization. An employee who has continuance commitment chooses to stay with the
organization because of a lack of a better alternative. Normative commitment (NC) is
defined as sense of moral obligation to the organization. An employee who has normative
commitment stays with the organization to reciprocate the benefits he/she receives.
Economic CSR and commitment
It has been acknowledged that personal identities of employees are attached with the
organization that they work for. If CSR includes employee oriented practices then current as
well as prospective employees get attracted toward that organization (Greening and Turban,
2000). Viewing the impact of CSR on employees, it has been highlighted that there exists a
direct and positive relationship between CSR and commitment (Stawiski et al., 2010).
Similarly, Turker (2008) propounded that commitment is affected by CSR. Moreover, it has
been highlighted that CSR leads to perceived trustworthiness of an organization for a job
seeker (Viswesvaran et al., 1998). Several studies have measured the impact of corporate
social activities on employees’ performance (Brammer et al., 2007; Peterson, 2004;
Viswesvaran et al., 1998; Wood and Jones, 1995). Rupp et al. (2006) also investigated the
impact of employees’ perceptions of CSR on their subsequent emotions and attitudes.
Through a study of 371 professionals, Ali et al. (2010) have revealed that there exists a
significantly positive relationship between CSR actions and commitment. Similarly, based on
a sample of 4712 respondents from financial services company, Brammer et al. (2007)
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highlighted that CSR is a major contributor in commitment. On the basis of above literature,
following proposition is developed:
Proposition: If the organization adopts economic CSR practices, the employees will
be committed to the organization.
RESEARCH METHODOLOGY
Sample and data
The current study employed a questionnaire survey approach to collect the data for testing the
research hypotheses. Primary data based on 323 respondents from firms operating in India
were gathered and analyzed. Table 1 exhibits the summary of demographic profiles of
respondents.
Measures
Independent and dependent variable: Economic CSR (independent) was assessed by using
Galbreath’s (2010) seven-item scale (refer table 2). A four-item scale of commitment was
adopted from the study of Langford (2009) (refer table 2). Five points Likert scale ranging
from 1 (strongly disagree) to 5 (strongly agree) was used for collecting the responses.
Table1. Participants’ Demographic Characteristics
Variables
Categories
Number
Under 25 Years
79
Age of employees
26-30
151
31-40
78
41-50
12
Above 50 Years
3
Total
323
Male
252
Gender
Female
71
Total
323
Work experience of
0-5 Years
220
employees
6-10 years
84
11-15 years
9
16-20 years
5
21-25 years
1.0
Above 25 Years
4
Total
323

Percentage
24.50
46.70
24.10
3.70
0.90

Average

30.07
78.00
22.00
100.00
68.11
26.01
2.79
1.55
0.31
1.24
100.00

4.85

Control variables: For this study, three variables i.e. gender, age of employees, and work
experience of employees were used as control variables.
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EFA

Cronbach alpha

0.901
Economic CSR
My organization has a procedure in place to respond
0.773
to every customer complaint.
My organization continually improves the quality of
0.75
our products/services.
My organization use customer satisfaction as an
0.755
indicator of our business performance.
My organization has been successful at maximizing
0.806
our profits.
My organization strives to lower our operating costs.
0.786
My organization closely monitors employees’
productivity.
0.804
Top management of my organization establishes
0.731
long-term strategies for our business.
Commitment
0.867
I feel a sense of loyalty and commitment to this
0.787
organization.
I am proud to tell people that I work for this
0.824
organization.
I feel emotionally attached to this organization.
0.848
I am willing to put in extra effort for this
0.834
organization.
Note:
Both latent variables accounted for 66.136% of the variance as a result of exploratory
factor analysis.
ANALYSIS AND RESULTS
Factor analysis
For verifying the factor structure of the set of observed variables, the statistical technique
followed here is exploratory factor analysis (EFA). Initially, all the 11 variables regarding
economic CSR and commitment were subjected to principal component factor analysis with
varimax rotation. Factors with eigenvalue more than 1.00 and factor loadings above 0.700
were adopted as a selection criterion. The results indicated a solution of 2 factors with eigen
values greater than one, clearly providing 2 constructs. Communalities values ranged from
0.579 to 0.748. Eigen values both factors extracted were 5.362 and 1.912, explaining 66.136
of the variance. Cronbach’s alpha values for both constructs ranged from 0.867 to 0.901, all
meeting the permissible value of 0.7 (Hair et al., 1998).
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Descriptive statistics
Table 3 demonstrates means, standard deviations and bivariate correlations. These
correlations supported the hypothesized relationship between economic CSR and
commitment.
Table 3. Descriptive statistics
No. of
Variables
Mean SD
1
2
3
4
5
items
Age of
30.73 5.23
employees
Gender
0.22
0.41 -0.122*
Work experience
4.85
4.66 0.808*** -0.135*
of employee
Economic CSR
7
4.39
0.52
0.084
-0.204*** 0.088
Commitment
4
4.37
0.55
0.052
-0.111*
0.079 0.436*** Note: ***p ≤ 0.001, **p ≤ 0.01, *p ≤ 0.05.
For testing the probabilities of multicollinearity among predictor variables, collinearity
diagnosis was computed. Calculated value of variation inflation factor (VIF) ranged from
1.048 to 2.894, clearly within acceptable limits i.e. less than 10 (Bowerman and O’Connell,
1990). The lowest tolerance value was 0.346, evidently distant from the value of 0.40
(Allison, 1999). Thus, multicollinearity was not found to be a reason for concern.
Regression analysis
The hypothesized relationship was tested using regression analysis. F-statistics of both
regression models were found to be significant (refer Table 4). Model 1 depicts the base
model that included the control variables only (i.e. age of employees, gender, and work
experience of the employees) and was found significant according to F-statistics (p ≤ 0.001).
Further, the results indicated that the coefficient of economic CSR was found positive and
significant for commitment, (β = 0.387, p ≤ 0.001) in model 2, thus providing a support for
stated hypothesis.
Table 4. Results of regression analysis
Independent variables

Constant
Age of employees
Gender
Work experience of
employees
Economic CSR
R2

Dependent variable
Commitment
Model 1
Model 2
4.368***
2.595***
-0.125*
0.032
-0.084
-0.040
0.045

-0.054

0.029

0.387***
0.169
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F Statistic
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0.158
14.722***
323

Viewing the Indian business scenario, there is a tough competition among organizations to
maintain the committed workforce (Aryee, 1991; Jauhari and Singh, 2013). So, it is quite
essential to adopt appropriate strategies that aids in retaining the committed workforce
(Pritchard, 2014). With the application of CSR activities, employers become capable to hold
employees with them. With the application of regression analysis on a sample of 323
respondents from 98 organizations operating in India, the present study provides a strong
indication that economic CSR contributes to employees’ commitment level positively. With
the application of economic CSR activities, organizations can enhance employees’
commitment level (Lee et al., 2012). These activities are specifically designed for increasing
shareholder wealth which in-turn enables employees to be committed towards their
organization (Yeh and Woidtke, 2005).
LIMITATIONS AND FUTURE RESEARCH DIRECTIONS
The current research has made noteworthy contributions by examining the relationship
between economic CSR and commitment, but there are several limitations, which call for
some carefulness for future research. The first limitation of study is that a single instrument
i.e. self-reporting questionnaire was used for gathering information about independent and
dependent variables, which highlights the possibility of common method variance (CMV).
For checking out this possibility, Harman’s (1976) one-factor test was employed on all
variables in the derived model. A single factor failed to define all the variance, and thus
reduced our concerns regarding this problem (Podsakoff and Organ 1986). Future research
can examine the casual sequencing of our model. Second, commitment may be temporal in
nature and vary from industry to industry. Therefore, future studies may be conducted by
segregating firms according to the industry to which they belong. Third, this study has
conducted from the perspective of ‘employees’ only. So, future studies may consider
evaluating economic CSR strategies from the perspectives some other stakeholders. Future
researches may be conducted on estimating the costs associated with the application and
maintenance of economic CSR activities that look out for maximize employees’ commitment
level. Due to the paucity of empirical studies on economic CSR across different ownership
forms in a developing country like India, future studies may explore how these activities are
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managed in firms of different ownership forms to gain competitive edge. The final limitation
is that our study was limited to Indian context only so, forthcoming research may be done on
investigating the impact of economic CSR on commitment on a wider range of countries.
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