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Abstract: Previous studies on the relationship between corporate social responsibility (CSR) and
organizational performance have emphasized how CSR influences the external stakeholders such
as shareholders, customers, and local communities to explain the association. Thus, it is relatively
less studied how CSR influences internal stakeholders, which ultimately accrue to organizational
performance. Grounded on institutional theory which proposes that institutional enablers such as
CSR activities affect macro-level outcomes (i.e., organizational performance) through micro-level
mechanisms (i.e., attitudes or behaviors of members), we argue that internal processes are critical to
explaining the CSR–performance link. Using 2-wave time-lagged survey data of 301 employees from
various companies in South Korea, we first investigate how organizational identification (OI) mediates
the CSR–performance link. In addition, we also investigate how authentic leadership moderates
the link between CSR and OI. The results showed that OI is an important internal process that CSR
enhances for organizational performance. In addition, authentic leadership positively moderated
the effect of CSR on OI. Our results suggest that we need to understand “internal” intermediating
mechanisms as well as critical contextual factors to elaborately explain the relationship.

Keywords: corporate social responsibility; organizational performance; micro-foundation;
organizational identification; authentic leadership; moderated mediation model

1. Introduction

Corporate social responsibility (CSR) has received the considerable attention of both researchers
and practitioners in business fields during recent decades [1–3]. Although some scholars have
criticized CSR an inefficient use of organizational resource [4,5], many others have argued that CSR is
a strategic resource to enhance the competitive advantage of firms [1,6]. Thus, they have examined the
performance implication of CSR [7–13].

Although considerable studies on the CSR–performance link have been conducted, several
issues remain unsolved. First, extant research on the relationship between CSR and organizational
performance has found inconclusive results. For instance, some studies have demonstrated that
CSR positively influences organizational performance [6,7,10,14,15]. However, the other has reported
a non-significant or even a negative effect of CSR [5,16–18]. Some scholars suggest that the inconsistent
results may originate in the lack of research that considers contextual moderating factors or mediators
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through which CSR affects organizational performance [15,19–21]. Thus, the mix of results calls for
more attention on precise mechanisms that CSR affects organizational performance.

Another issue with current research on the CSR–performance link is that it has mainly focused on
the effect of CSR on external stakeholders (i.e., shareholders, customers, and local communities)
as a mechanism that CSR affects organizational performance [2,13]. For instance, Lai and his
colleagues [10] reported that brand equity and corporate reputation function as mediators between
CSR and organizational performance. Also, Saeidi and his colleagues [15] found that organizational
reputation and customer satisfaction mediate the relationship between CSR and financial performance.
Although this line of research contributed to expanding our understanding on the CSR–performance
link, it is relatively underexplored how organizational internal stakeholders (i.e., employees) affect the
relationship between CSR and organizational performance [1,3]. In fact, members of an organization
are the ones who implement CSR practices [2]. Therefore, their attitudes and behaviors about CSR can
be critical to determining the success or failure of the CSR practices [21–23]. This internally-oriented
perspective may complement for the existing externally-oriented approach [24].

To resolve this debate and empirical inconsistency, in this paper, we integrate and extend two
approaches (i.e., externally vs. internally-oriented) in the perspective of institutional theory and
provide a more precise picture of the CSR-organizational performance relationship. The institutional
theory suggests the importance of micro-level intermediary processes in the relationship between
macro-level variables. For example, Scott [25] argues that institutional enablers (e.g., various
practices, structures, or systems) affect organizational members’ perception, attitude, and behavior
that ultimately accrue to various institutional level outcomes such as financial performance [25].
Thus, we expect that CSR practices contribute to organizational performance by enhancing internal
processes (i.e., attitudes of members).

To examine a micro-level underlying process between CSR and performance, we first focus on
organizational identification (OI) because it is known as the root construct of an organization [26–28].
OI refers to the degree of awareness on how members identify themselves with their organization,
and plays an important role in explaining their perception, attitudes, and behaviors [23–25].
By enhancing the quality of members’ work attitudes [29,30] and behaviors [31,32], OI can contribute
to organizational performance [33,34]. Considering both the institutional theory and extant studies on
the relationships among CSR, OI, and performance, we propose that OI mediate the link between CSR
and organizational performance.

Furthermore, we examine a contextual factor that influences the relationship between CSR
and OI. In particular, we focus on the moderating role of authentic leadership (AL). AL is defined
as a transparent and balanced decision-making pattern, based on a leader’s internalized moral
standards [35]. Given that members are likely to perceive their leader as a symbolic figure for
an organization itself [36], they consider a leader’s authenticity as an indicator to judge whether
organizational policies, systems, and practices are genuine. Thus, if a leader is not perceived genuine,
it may seed a doubt in the mindset of organizational members about the authenticity of CSR activities
although the organization actively conducts CSR practices. For example, if a leader does not have
authentic leadership, the followers may perceive that there is another true intention or hidden purpose
in the CSR activities. This doubt of employees toward the authenticity of CSR activities would
deteriorate the enhancing effect of CSR on OI. Considering that the authenticity of CSR practices plays
an important role in fully actualizing the positive effect of the activities [37,38], we argue that AL can
be a critical contingent factor that moderates the CSR–OI link.

Lastly, existing CSR and its related literature has constantly called for studies that consider diverse
cultural contexts [22,24]. For instance, firms in developing countries such as Korea are likely to seek
profit-maximization rather than morality or social responsibility, compared to developed countries such
as USA, England, France, and Germany [24,39]. Considering that South Korea has experienced rapid
economic growth over the past centuries, it is possible that Korean firms are relatively insensible to the
issue of CSR. Therefore, we can raise a question whether the pattern of CSR’s impact on performance



Sustainability 2018, 10, 2026 3 of 16

in Korean firms is different with the firms in developed countries. As an adequate response to it,
we expect that Korea can be an appropriate context for investigating the impacts of CSR activities.

2. Theories and Hypotheses

2.1. CSR and OI

To examine the internal mechanisms of CSR, we focus on employee’s attitudes, OI which plays
an important role in explaining the perception, attitudes, and behaviors of members, functioning as
a “root construct” in an organization [26]. It is closely associated with the concept of identity and
identification of individual members. “Identity” explains who a person is and why the person works in
a certain organization, while “identification” is a process of establishing such identity toward a certain
subject/context. Through “identification” with an organization, an individual gradually establishes
his or her “identity” within the context of an organization [40].

The effect of CSR on OI can be explained by the following theoretical perspectives. The most
typical approaches are social identity theory [26] and perceived external prestige (PEP) theory [41].
First, social identity theory has suggested that an individual’s self tend to be influenced by the group
that he or she belongs to. “Social self” means a kind of self which is formed by the influence. Because
the organization is importance among groups that the individual belongs to, the organization is
posited in the core of the individual’s social self, that in turn impacts the individual’s self-concept [42]
(Pratt. When employees perceive that their company conducts CSR practices well, they are likely to
believe that they are in an organization with a good reputation in society and build a positive social self.
Considering that the firm has helped them gain an enhanced self, employees have bigger attachments
to their firm, which facilitates the identification with their organization [42,43].

Second, PEP theory also supports that perceived CSR will enhance the OI of members. PEP means
the employees’ thoughts on how outside people will evaluate the organization they belong to [38].
This does not indicate how employees judge their own firm by themselves, instead, it indicates
employees’ “belief” about how their firm is perceived by the outside. This concept is known as
“construed external image” [43], or “perceived organizational prestige of a perceived organization”,
etc. [31]. According to PEP theory, employees’ OI is likely to be shaped by the perception of how
outsiders evaluate the firm. Since the firm is critical to them, the external awareness on their firm
has a huge impact on their self-esteem, self-confidence, or self-concept [31]. Thus, if a firm conducts
its social responsibility appropriately, its members can have positive PEP, which facilitates their
self-esteem and self-concept. Then, the employees experience a sense of pride that they belong to
a company that performs socially valuable roles missions [43]. This will result in a higher level of
identification of the members with the organization.

Through a social contagion process [44], the enhanced OI of an individual member, which is
explained by the aforementioned theoretical mechanisms, tends to be shared among members in
an organization [45–47]. Then, the shared positive attitude is likely to be aggregated at collective-level,
creating a “common attitudinal ground” [48]. Therefore, as social identity and PEP theory proposed,
the shared positive self-concept and perception of support formed by CSR, enhance collective OI
among members. Thus, we propose the following Hypothesis:

Hypothesis 1. CSR is positively associated with OI.

2.2. OI and Organizational Performance

OI has occupied a central position in organizational behavior literature in that it constitutes
a fundamental subtext in which attitudes and behaviors of members in organization are
developed [46,47,49,50]. Many studies have reported that OI significantly influences not only an employee’s
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work attitudes such as job satisfaction and affective organizational commitment [29,30], but also behaviors
of members including cooperative behavior, in-role, and extra-role behaviors [26,31,32,43].

Through a social contagion process [44], the enhanced OI of an individual member, which is
explained by the aforementioned theoretical mechanisms, tends to be shared among members in
an organization [45–47]. Then, it contributes to critically increasing collective-level performance,
such as financial performance [23,33,34]. Thus, we propose the following Hypothesis:

Hypothesis 2. OI is positively associated with organizational performance.

2.3. Mediating Role of OI between CSR and Organizational Performance

By integrating the above hypotheses that explain direct associations among CSR, OI, and
organizational performance, we propose that OI mediates the link between CSR and organizational
performance. The mediation model is theoretically based on institutional theory [25]. The theory
suggests that institutional enablers such as CSR practices, critically influence perceptions, attitudes
(i.e., OI), then significantly predicting organizational performance. According to the theory,
institutional enablers such as organizational practices or systems critically affect macro-level outcomes
by building micro-level intermediating processes, such as employee’s perceptions, attitudes, and
behaviors. Based on the institutional theory, we propose that CSR may play a role of institutional
enabler which indirectly influences organizational performance via micro-level intermediating
mechanisms such as employee’ attitudes or behaviors.

In this present study, we expect that OI plays a critical mediating role in the link between CSR and
organizational performance. Existing research have demonstrated that OI is a primary consequence of
CSR, although at the individual-level [21,22,51]. Moreover, other micro-level studies on OI revealed
that it significantly predicts performance [23,33,34]. In that the social contagion process tends to share
the individual-level phenomena among members in an organization [44–47], the relationship among
the variables at the individual level would be established at the collective level. Therefore, based on
the theoretical framework of institutional approach, we can infer that the level OI would function as
an intermediate attitudinal mechanism in the link between CSR and performance.

Hypothesis 3. OI mediates the relationship between CSR and organizational performance.

2.4. Moderating Effects of Authentic Leadership in CSR–OI Relationship

We suggest that the authenticity of leadership would play a contingent role in the association
between CSR and OI. To demonstrate it, we develop systematic reasoning on the relationships among
leadership, CSR, and authenticity.

2.4.1. Leadership and Authenticity of CSR

Although there would be various factors which are pertinent to the authenticity of CSR,
in the present study, we focus on the members’ perception on it. Specifically, we delve into the
function of leadership because not only leadership crucially affects the organizational life by shaping
employee’s attitudes and behaviors [52], but also leader is perceived as a Figure who represents
the organization [36]. Thus, we suggest that members may consider authenticity of leadership as
an indicator to judge whether their organization’s CSR is authentic.

Organizational members often anthropomorphize their organizations [53]. This means that
members recognize their organization, which is a virtual and invisible entity, as one “human”,
endowing it with humanlike qualities such as motives and intentions [54,55]. In addition, they view
their leader as a Figure who represents the organization [36]. Thus, the members are highly likely to
perceive that their leader is a symbolic actor of their organization, meaning that they tend to perceive
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the acts of their leaders as the very ones of their organization. As a result, it is very likely that members
will consider the authenticity of their leader as a criterion to judge whether CSR practice by the firm is
authentic, based on the unique values and philosophy of the firm [35,56]. If a leader does not behave
with authenticity even though the firm has faithfully fulfilled CSR, the members would perceive such
CSR practice as an act that has “another hidden purpose”. This causes them to doubt the authenticity
of CSR practices, which will decrease the positive effects of CSR in an organization. Specifically,
the enhancing effect of CSR on OI will be decreased when the degree of leader’s authenticity is low.

2.4.2. AL’s Moderating Role in the Link between CSR and OI

More specifically, to investigate the authenticity of leader, we focus on AL which is defined
as a transparent and balanced decision-making pattern, based on a leader’s internalized moral
standards [35,56]. The moderating effect of AL on the relationship between CSR and OI can be
specified based on the sub-components of AL, self-awareness, internalized moral perspective, relational
transparency, and balanced information processing. Conceptually, the four factors can be categorized
into two groups in that the former two factors are associated with how to build the authenticity,
while the latter two are related to how to express it.

First, leader’s self-awareness and internalized moral perspective, which function as sources to
create authenticity of them, may play a role of a moderator to amplify or diminish the positive effect of
CSR on OI. Self-awareness refers to how aware a leader is of his or her values, philosophy, outlook on
the world, strengths and weaknesses, others’ evaluation of him or her, and the impact that he or she
has on others [35,57,58]. In addition, internalized moral perspective means whether a leader not only
has ethical and moral standards that he or she has formed through the self-awareness, but also makes
“consistent” decisions and behaviors based on his or her internalized value [35,59]. When the degree of
self-awareness of leader is high, members would perceive that their organization not only is aware of
its own value systems but also its decision making or strategies pertinent to CSR are based on its own
philosophy. In addition, from the viewpoint of members, the internalized morality of their leader may
be interpreted as the one of their organization. If they believe that their organization’s CSR activities
originate in its immanent morality through self-awareness, the members would perceive that the CSR
of their organization is authentic. Through the members’ perception of authenticity, the positive effect
of CSR on OI would be amplified. On the contrary, the enhancing influence of CSR would be eroded
when they feel that the CSR is not authentic.

Next, relational transparency and balanced information processing, which are pertinent to the
methods of conveying the authenticity, are likely to function as a contingent factor in the link between
CSR and OI. Relational transparency is the extent of how a leader treats others based on his or her
authentic self. The leader expresses his or her thoughts and emotions, providing information in
a reliable way. The leader also provides an opportunity to the members to freely express their thoughts
and opinions as they are [35,58]. In addition, balanced information processing refers to whether
a leader objectively analyzes related information before making a decision, and whether the leader
requests the employees to question and challenge his or her own opinions [35,59]. The relational
transparency and balanced information processing is associated with the “process” of implementing
CSR. Although an organization implements CSR practices actively, if the process of implementation
is not transparent or balanced, members would doubt the authenticity of CSR practices. In that case,
the increasing effect of CSR on OI would be weakened. In other words, the positive effect of CSR on
the members’ OI will be positively moderated by AL.

Hypothesis 4. AL will positively moderate the relationship between CSR and OI.

In summary, we propose that CSR improves organizational performance via mediation of OI.
In addition, AL moderates the relationship between CSR and OI. The research model is shown
in Figure 1.
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3. Method

3.1. Data Collection

A total of 512 currently working Korean employees were participated in our survey at Time
1. In addition, at Time 2, 378 employees responded to our second survey following the first survey.
Then we eliminated missing data. Finally, we could utilize data from 301 employees. The overall
responding rate is 58.79%. Participants were recruited through an online survey pool and were
compensated with small amount of money. They are affiliated with different firms including large,
medium, and small size corporations. To avoid the limitations of cross-sectional data, we obtained our
data at two different time points. According to the suggestion of previous studies [60,61], Time 2 was
apart from Time 1 by a lag of 4 weeks.

The sample included 154 (51.2%) men and 147 (48.8%) women. Participants reported their age as
follows: 20 s (22.6%), 30 s (26.6%), 40 s (26.2%), and 50 s (24.6%). The occupational types of respondents
were office workers (62.5%), administrative positions (20.3%), manufacturing worker (5.3%), sales and
marketing (3.3%), and education (1.7%). Pertinent to their positions, staff (31.2%), assistant manager
(25.9%), manager or deputy general manager (27.6%), department/general manager and above director
(15.3%) were included. Participants indicated their industry as follows: manufacturing (25.2%),
construction and real estate (15.6%), service (13%), information service and telecommunications (10%),
education (9.3%), health and welfare (7.6%), public service and administration (7.3%), and financial
and insurance activities (3.7%). In addition, pertinent to firm size the participants belong to, there
are firms having above 500 employees (18.3%), 300–499 employees (7%), 100–299 employees (15.9%),
50–99 employees (12.6%), and below 50 employees (46.2%). Finally, regarding tenure, below 50 months
(52.2%), 50 to 100 months (19.2%), 100 to 150 months (14.3%), 150 to 200 months (5%), 200 to 250 months
(5%), and above 250 (5.3%) were included.

3.2. Measures

All research variables were measured by multi-item scales with a five-point Likert scale
(1 = strongly disagree, 5 = strongly agree). We calculated internal consistency of all variables using
Cronbach alpha coefficients.

3.2.1. CSR (Time Point 1)

To measure CSR in organizations, we used 12 items (Cronbach alpha = 0.90) modifying Turker’s
CSR scale [62] to fit the purpose of our research. The scale was based on the stakeholder approach
which consists of questionnaires about the social responsibility towards various stakeholders. Since it
was not practically possible to include all the stakeholders [62], four domains of them were selected to
represent the whole CSR construct. As a result, environment, community, employee, and customer
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dimension were selected. For measuring environment domain, three items were utilized. Sample item
is “our company participates in activities which aim to protect and improve the quality of the natural
environment”. The community domain also includes three items. Sample item is “our company
contributes to campaigns and projects that promote the well-being of the society”. The employee
domain included three questions. Sample item is “The management of our company is primarily
concerned with employees’ needs and wants”. Lastly, three items on customer domain were used:
“our company respects consumer rights beyond the legal requirements”. These items were collected at
first time point.

To examine whether our CSR measure has four components as we described, we conducted
a confirmatory factor analysis (CFA) using AMOS. To find a best-fitted model, we sequentially
compared the fit indices of the four-factor model with a three-factor model, a two-factor model,
and a one-factor model, sequentially conducting chi-square difference tests. As Hu and Bentler [63]
recommended, models with good fit should have a comparative fit index (CFI) and Tucker-Lewis index
(TLI) of 0.90 or greater and a root mean square error of approximation (RMSEA) of less than or equal
to 0.06. In our study, all measured items loaded significantly on their latent factors in all four tested
models. However, the four-factor model (χ2 (df = 43) = 78.406; CFI = 0.98; TLI = 0.97; RMSEA = 0.052)
outperformed the three-factor, two-factor, and one-factor model.

3.2.2. Authentic Leadership (Time Point 1)

To measure the level of AL, we used four items (Cronbach alpha = 0.86) of Authentic Leadership
Questionnaire (ALQ) developed by Walumbwa and his colleagues [35]. ALQ consists of four
dimensions: (1) self-awareness (e.g., “The leader knows when it is time to re-evaluate his or her
positions on important issues”), (2) relational transparency (e.g., “The leader says exactly what he or
she means”), (3) internalized moral perspective (e.g., “The leader makes difficult decisions based on
high standards of ethical conduct”), and (4) balanced processing (e.g., “The leader listens carefully to
different points of view before coming to conclusions”). ALQ is a valid scale as confirmed by previous
studies [64–66]. We collected the data at first time point.

3.2.3. OI (Time Point 2)

At time point 2, four items for OI were selected from the scale of Mael and Ashforth [31].
According to the suggestion of previous research [67], we selected core items of the OI scale. Sample
items were “it is as if I were insulted if someone criticizes the company I work for”; “my company’s
success ultimately means my own success”; and “I usually say ‘our company’ when talking about my
company”. The value of Cronbach alpha in this study was = 0.77.

3.2.4. Organizational Performance (Time Point 2, Collected from HRM Director of Each Firm)

At time 2, to measure organizational performance, we utilized the evaluations of human resource
management (HRM) director of each company. The measure consists of three items. Sample item are
“our company is more efficient and productive than our competitors”; “our management performance
is superior to our competitors”; “our financial performance is excellent compared to our competitors.
This multi-source measure may diminish the problems of common method bias. The value of Cronbach
alpha in this study was = 0.91.

3.2.5. Control Variables (Time Point 2)

To minimize biased estimates, we controlled various variables for organizational performance
and OI. According to the suggestion of previous studies [68,69], firm size and industry characteristics
are critical firm-specific factors which affects various organizational outcomes. Thus, in this research,
firm size and industry type were included to control for organizational performance. In addition,
tenure, gender, position, and education level were included to control for OI [66,70]. These control
variables were collected at time 2.
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3.3. Data Analysis

We conducted a correlation analysis to obtain basic insight of our data. Then we assessed the fit
indices of our hypothesized moderated mediation model using SEM. The SEM is an optimal tool to
test multivariate models, such as mediation analysis [71]. It can verify latent variables with multiple
indicators, adequately controlling for measurement errors. Therefore, SEM has a strong point to deal
with the issue of underestimating mediation effects. In our research, we took a two-step approach
consisting of measurement model and structural model tests according to the suggestion of Anderson
and Gerbing [72]. Model fit was assessed by a variety of goodness-of-fit indices, such as chi-square
(χ2), CFI, TLI, and RMSEA that are commonly recommended in the existing studies [63]. Desirable
model fit is related to a CFI and a TLI greater than 0.90 and a RMSEA less than or equal to 0.06 [63].

In addition, we compared our hypothesized model to a nested alternative model to find best
model which fits the data through chi-square difference test [73]. The fit of the structural models was
evaluated by goodness-of-fit indices such as χ2, CFI, TLI, and RMSEA.

After testing the measurement and structural models, we examined the mediation effect of OI
between CSR and organizational performance conducting a bootstrapping method [74]. Moreover,
to verify the moderating effect of AL on the relationship between CSR and OI, we used a moderated
mediation model that integrates moderation with mediation using SEM [75].

4. Results

4.1. Descriptive Statistics

Pearson correlation analysis was performed to examine the correlations among the research
variables, and the results are shown in Table 1. Based on the results, we investigate the relationship
among the variables within an integrative and comprehensive structure by using SEM. The means,
standard deviations, and correlation coefficients among our research variables are also shown in Table 1.

Table 1. Means, Standard Deviations, and Inter-Correlations of Measures.

Mean SD 1 2 3 4 5 6 7 8 9

1. Gender 1.49 0.50 -
2. Position 2.49 1.39 −0.37 ** -
3. Tenure
(Months) 79.18 81.28 −0.06 0.34 ** -

4. Education 2.56 0.84 −0.11 0.16 ** −0.02 -
5. Firm size 2.39 1.55 −0.13 * −0.01 0.22 ** 0.18 ** -

6. Industry type 0.23 ** 0.01 0.05 0.08 −0.10 -
7. CSR 3.25 0.62 −0.11 0.10 0.13 * 0.07 0.29 ** 0.04 -
8. AL 3.21 0.71 −0.01 0.01 0.07 −0.01 0.11 0.06 0.53 ** -

9. OI 3.35 0.65 0.04 0.12 * 0.08 −0.01 0.07 0.09- 0.33 ** 0.32 ** -
10. Performance 2.95 0.77 −0.06 0.05 0.04 −0.11 0.00 0.02 0.40 ** 0.36 ** 0.55 **

* p < 0.05. ** p < 0.01. As for gender, males are coded as 1 and females as 2. As for position, general manager or
higher are coded as 5, deputy general manager and department manager 4, assistant manager 3, clerk 2, and others
below clerk as 1. As for education, “below high school diploma” level is coded as 1, “community college” level as 2,
“bachelor’s” level as 3, and “master’s degree or more” level is coded as 5.

4.2. Measurement Model

To test a measurement model, we performed confirmatory factor analyses (CFA) to examine
whether the measurement model exhibited an acceptable fit to the data. To identify discriminant
validity of our three psychometric scales (i.e., CSR, AL, and OI), CFA of all 20 items which compose
all scales was conducted. According to the result of above CFA for CSR measure, the CSR scale has
four sub-dimensions. Thus, we included the four sub-factors of CSR in this measurement model.
The three-factor model demonstrated a very good fit to the observed data (χ2 (df = 48) = 85.61;
CFI = 0.975; TLI = 0.966; RMSEA = 0.051). We sequentially compared the three-factor model to
two-factor and single-factor models, sequentially conducting chi-square difference tests. The results of
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the chi-square difference tests indicated that the three-factor model fits the data best among all the
alternative models, implying the distinctiveness of our three variables.

4.3. Structural Model

4.3.1. Result of Moderation Analysis

We established a structural equation model that comprehensively describe the association among
our study variables. The model includes both a mediating structure that led to CSR → OI →
organizational performance and a moderation structure that suggests AL moderates the relationship
between CSR and OI. To test the model, we needed a “moderated mediation model” that combined
the mediating model with a moderating model at the same time. To test the moderation effect,
we calculated interaction terms by multiplying perceived CSR and AL. In addition, we centered the
variables on their means to decrease the multicollinearity that may exist. Centered variables enhance
the ability to estimate the interaction term without influencing the correlations among the variables.
Also, we checked the multicollinearity bias among the independent variables, such as CSR and AL.
The multicollinearity bias not only decreased the predictability of the regression model but also causes
problems when estimating the relative contribution of each predictor [76]. Using SPSS, we calculated
the variance inflation factor (VIF) and tolerance to detect whether CSR and AL had this problem [76].
The VIF values for CSR and AL were both 1.38 and 1.38, being much lower than 10, and the tolerance
statistics were both 0.72 and 0.72, well above 0.2, meaning that the two variables were free from bias.
Finally, the significance of the path coefficient from the interaction term to OI was examined.

Then, to empirically test our theoretical framework, we conducted a series of SEM analyses.
To find a best model that fits to the data, we compared fit indices between the hypothetical model and
alternative nested model, conducting chi-square difference test. First, we tested our full mediation
model (Model 1) using SEM. The fit indices of the full mediation model were enough to accept
(χ2 = 176.279 (df = 122); CFI = 0.972; TLI = 0.960; RMSEA = 0.039). Next, we compared Model 1 with
an alternative nested model, partial mediation model (Model 2). Model 2 is identical to Model 1 except
for the addition of one path (the path from CSR to organizational performance). Model 2 also showed
very good fit (χ2 = 155.383 (df = 121); CFI = 0.982; TLI = 0.975; RMSEA = 0.031). To compare the models,
we conducted chi-square difference test. The result of it demonstrated that the fit of Model 2 was better
than Model 2 (∆χ2 [1] = 20.896, p < 0.001). The results indicate that the partial mediation model has
better fit, ruling out the full mediation mechanism.

Results of the best-fitting hypothesized model are presented in Figure 2. Among our control
variables (tenure, position, firm size, gender, and industry type), gender, position, and firm size were
statistically significant. After controlling for its indirect effects through OI, CSR did significantly
predict organizational performance. The result showed that CSR was positively related to OI (β = 0.29,
p < 0.01), confirming Hypothesis 1. Hypothesis 2 was also supported because OI was significantly
associated with organizational performance (β = 0.52, p < 0.001).

4.3.2. Result of Moderation Analysis

To test the moderating effect of AL on the relationship between CSR and OI, we established
a moderated mediation model that combines moderation with mediation (see Figure 3). To form the
interaction term between the AL and CSR, the two variables were mean-centered and multiplied [75].
If the coefficient of path from the interaction term to the OI is significant, we can interpret that there
exists moderation effect of AL between CSR and OI [75].

The coefficient value of the interaction term (β = 0.31, p < 0.001) presented that the AL functions as
a moderator between CSR and OI. The result indicates that the relationship between CSR and OI was
stronger when the level of AL was high than when it was low. Thus, we can conclude that Hypothesis
4 was supported.
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4.4. Bootstrapping

To test Hypothesis 3 which proposed that OI mediates the effect of CSR on organizational
performance, we conducted bootstrapping procedures using a sample of 5000 [71]. We reported the
95% bias-corrected confidence interval (CI) for the mean indirect mediation effect. If the CI does not
include zero, the indirect effect is significant at the 0.05 level [74]. The CI for the mean indirect effect
of CSR on organizational performance through OI excluded zero (95% CI = [0.09, 0.43]). The result
demonstrates that the mediation effect of OI between CSR and organizational performance was
statistically significant, thus confirming Hypothesis 3.

5. Discussion and Conclusions

Although the studies on CSR have been conducted continuously, there has been relatively little
research on internal processes between CSR and organizational performance [2]. Extant studies
investigating the influence of CSR has mainly focused on externally-oriented perspectives at the
macro-level, considering a simple bivariate linear association between CSR and organizational
performance [77,78]. To complement the limitations of previous research, we focus on CSR’s internal
process and contingent factor to describe the relationship between CSR and organizational performance.
From our empirical analysis with two-wave time-lagged data, we found that OI plays a critical role
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of mediator between CSR and organizational performance. In addition, authenticity of leader is an
important conditional or contingent factor that moderates the influence of CSR on OI. In this section,
we will describe the theoretical and practical implications of this study, as well as its limitations and
suggestions for future works.

5.1. Theoretical Implications

This research has following theoretical implications. First, we attempted to provide internally-
oriented perspective, combining a macro- and micro-level approach. Grounded on institutional
theory [25], we suggest the influence of macro-level phenomena (i.e., CSR practices and organizational
performance) can be unfolded through micro-level mechanisms, such as attitudes of employees [79].
The results bolstered our hypotheses, demonstrating the mediating role of OI as an internal mechanism
in the link between CSR and performance. By focusing on the internal process between macro variables
beyond the existing externally-oriented approach, we provided the possibility of integration between
macro- and micro-level dynamics. In addition, to connect the two perspectives, we draw on the
institutional approach as a guiding theory by interpreting micro theories (i.e., social identity theory
and authentic leadership theory) in the perspective of institutional theory. Our efforts would contribute
to emphasizing the significance of micro-foundations of CSR.

Second, our research demonstrated the importance of “authenticity” which is revealed by
leadership in an organization. No matter how actively a firm implements CSR practices, the positive
effect of CSR on member’s attitudes would decrease if there is a lack of “authenticity” in such good acts.
What is as essential for a good act is what attitude and mindset such an act is performed. Considering
the powerful role of leaders in an organization, their authenticity cannot be emphasized enough.
These findings imply that the authenticity of leaders should be critically considered to fully achieve
the positive effects of CSR on member’s attitudes. For leaders or top management teams who intend to
maximize or to not impair the positive effect of CSR, it is crucial to properly manage the authenticity
of leaders. At the same time, top management team should develop the organizational culture which
emphasizes the significance of authenticity.

5.2. Practical Implications

Our results may supply practical suggestions for leaders or top management teams of companies
who attempt to maximize their performance through CSR activities. First, based on our results, the
leaders may get important insight which suggests CSR may be a substantial “investment” rather than
an “obligation” that companies must perform. If an organization actively and sincerely implements
CSR practices, employees may feel more dedication and attachment to their firms. Considering that
the employees’ perceptions and work attitudes have a critical impact on the performance of firms,
enhancing the quality of the perceptions and attitudes of employees through CSR may be a reasonable
choice which is worth investing in. Thus, top management teams need to not only acknowledge the
ideological and practical values of CSR, but also build a CSR-oriented culture.

Second, our result showed that the positive influence of CSR on organizational performance
works only via attitudes of members such as OI. Employees, as a significant internal stakeholder,
would transform the organization-level moral endeavors into economic outcomes. By interpreting
and implementing the CSR practices, they realize the moral efforts in the form of practical outcomes.
Top management teams of leaders should consider their employee as an important agent to maximize
the positive effect of CSR practices. Thus, we recommend the management teams not only to
communicate with them regularly about the CSR activities, but also provide appropriate rewards.
It would contribute to building a CSR-culture in an organization [24,80].

Lastly, top management teams or leaders should recognize the importance of authenticity which
would be revealed by AL. The positive impacts of CSR practices on members’ attitudes such as OI may
be offset if the level of AL is low. The increasing effect of CSR on OI would be maximized when the
CSR is on the solid ground of authenticity which is reflected by leadership. Although an organization
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actively implements CSR activities, if the organization has not cultivated AL, members are less likely to
experience OI. It means that AL critically influences the positive impact of CSR practices on member’s
attitudes. For members in an organization, AL may function as an indicator to judge whether their
organizational policies or practices pertinent to CSR are genuine. Therefore, top management teams
or leaders should not only acknowledge the significance of AL, but also substantially endeavor to
cultivate the AL.

5.3. Study Limitations and Directions for Future Research

Despite the aforementioned strong points, the present study has limitations which need to be dealt
with in future works. First, although the core value of CSR activities may be common in both Western
and Eastern community [24,81], there may exist cultural difference in the employees’ interpretation
about CSR. Since this research only gathered data from companies in South Korea, it is not possible
to eliminate the possibility of cultural influences. Therefore, we must cautiously interpret our results
to explain the CSR-related phenomena in different cultures [24,82,83]. Since Korea has experienced
dramatic economic growth during last centuries, employees in Korean firms may be relatively less
sensitive to the moral activities (i.e., CSR practices) compared to employees in Western firms [24,84].

Second, due to various practical restraints in gathering data, this study only utilized partial items
to measure AL and OI. Even though the items included in the present research adequately measure
the core domains of our research variables, the shorted scales would diminish the overall validity of
the construct. Future works should consider and complement this limitation.

Lastly, our research could not include other measures for CSR such as objective indices or content
analysis of various documents. As though existing research argues that the perceptions of employees
about CSR would reflect more accurately the phenomena of CSR than CSR activities themselves [85],
it is possible that objective measures are likely to show different associations with our study variables.
Therefore, using CSR scales in a comprehensive way is recommended in future studies.

Although this research has some limitations, we expect that we can contribute to CSR literature
by providing theoretical and empirical implications on internal intermediating process of CSR.
This research may enrich the micro-foundations of CSR literature through revealing an important
mediator (i.e., OI) and moderator (i.e., AL) to explain the CSR–performance link.
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