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Stakeholder interest in the accuracy of Environment Social and Governance (ESG) data and Corporate Social Responsibility (CSR) authenticity has increased, as more companies are disclosing their ESG data. Employees are one of the most important stakeholders of a company, and they have access to more CSR information than other external stakeholders. Employees have a dual role of observing and participating in CSR. Employee perceptions of CSR authenticity play a key role in the positive effects of CSR. In this study, the research model was analyzed through multilevel analysis to contribute to the literature on the mechanism by which CSR affects employees’ job attitudes and perceptions of CSR authenticity. First, hypothesis testing confirmed that external CSR is positively associated with employees’ perceptions of CSR authenticity. Second, CSR authenticity mediates a positive relationship between external CSR and emotional commitment. As the direct effect of external CSR on emotional commitment was not statistically significant, it could be confirmed that the full mediation relationship was significant through CSR authenticity. This study makes three theoretical contributions to the literature on employees’ perceptions of CSR. First, it examines the mechanism of the impact of CSR on employees. By examining the mechanism by which employees recognize and interpret CSR, this study attempts to uncover the black box that CSR affects employees. Second, this study contributes to the literature on CSR authenticity by explaining the mediating role of CSR authenticity in the relationship between CSR and employee job attitudes through construal level theory. Finally, this study contributes to the employee-based CSR literature by analyzing the effect of CSR as an organizational-level variable on emotional commitment as an individual-level variable through multilevel structural equation modeling (MSEM).
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Introduction

As the perception of the necessity of corporate social responsibility spreads, interest in corporate social responsibility activities increases among stakeholders, such as consumers, local communities, government, employees, and shareholders. CSR activities are becoming increasingly important in companies, and empirical research has been actively conducted to verify the positive effects of CSR on companies’ financial performance. In an empirical study of S&P 500 companies, Waddock and Graves (1997) showed that CSR is positively associated with financial performance, such as Return on Equity (ROE), Return on Assets (ROA), and return on sales (ROS). Orlitzky et al. (2003) conducted a meta-analysis of 52 studies and asserted that CSR is positively related to corporate financial performance. In addition, Orlitzky and Benjamin (2001) showed that, as a meta-analysis result, CSR has a positive effect on a company’s financial performance and can also reduce company risk. Moreover, with COVID-19, many companies face problems such as economic recession and developing new business models. These changes have impacted CSR activities, and the need for companies to communicate and report on CSR activities with stakeholders and invest more in stakeholder relationships has become an essential element from a strategic point of view (Ionescu, 2021; Vătămănescu et al., 2021).

Until now, CSR research has mainly focused on firm-level results (Aguinis and Glavas, 2012). Moreover, most studies examine CSR activities and corporate financial performance (Waddock and Graves, 1997; Orlitzky and Benjamin, 2001).

Research on the effects of CSR activities on employees’ attitudes and behaviors have increased in recent years (Aguinis and Glavas, 2012; De Roeck and Maon, 2018). However, it can be seen that there is still a lack of research on how employees participating in CSR activities perceive CSR and what kind of changes they have in their job attitudes according to this perception. Aguinis and Glavas (2012) analyzed CSR studies from 1970 to 2011 based on 588 CSR-related studies and 102 books. As a result, although many studies have been conducted at the macro level on the impact of CSR on the financial and non-financial performance of the company, studies at the micro level on the impact of CSR on employees are still lacking. Since the publication of the study by Aguinis and Glavas (2012), the number of CSR studies, which accounted for approximately 4% of all CSR studies, has increased significantly. However, not much research has been done on employee-focused micro-level studies (Rupp and Mallory, 2015).

The employee plays an important role as a stakeholder who has the dual role of an observer who observes the CSR activities of the company and the role of beneficiary at the same time. Therefore, depending on the role played, the mechanisms by which employees perceive CSR differ. To examine these mechanisms, this study focuses on external CSR.

First, this study examines whether external CSR affects employees’ positive job attitudes (Brammer et al., 2007; Hawn and Ioannou, 2016). This approach is intended to understand employees’ perspectives on CSR and contribute to research on employees’ perceptions of CSR and the underlying mechanisms by which CSR influences employees’ positive job attitudes (Rupp and Mallory, 2015).

Second, by explaining the process of external CSR on employees’ CSR authenticity and examining the relationship between CSR authenticity and organizational commitment, this study contributes to the study of CSR authenticity from the employee’s point of view and compensates for the shortcomings.

Third, by confirming how a company’s CSR activities affect employee-related performance through multilevel analysis, this study enriches the multilevel CSR research, which is necessary to understand the employees’ perspective. As individual-level CSR research measures employees’ perceptions of CSR, a multilevel analysis is needed to examine the impact of firm-level CSR on employees. Moreover, unlike other stakeholders, employees are greatly influenced by organizational contextual factors through the social learning process within the organization. Moreover, since they have a beneficiary’s position in internal-CSR activities, employees’ perceptions of CSR activities can be significantly affected by organizational-level factors. Therefore, it is crucial to examine the effect of organizational contextual factors on employee-level CSR through multilevel analysis. In addition, from a statistical point of view, employees’ data have nested properties within the company. The data of employees belonging to the same organization are inevitably highly correlated owing to the influence of organizational contextual factors. Therefore, the assumption of the ordinary least squares (OLS) error term is violated. If the variance occupied by the firm-level variable from the individual-level variable exceeds 0.10, the standard error may be underestimated and the estimation coefficient overestimated (Maas and Hox, 2004).

Therefore, this study analyzes how firm-level CSR activities affect employees’ CSR perceptions through multilevel analysis and examines the effect of organizational contextual factors that affect employees’ perceptions of CSR.



Theoretical background and hypotheses


Corporate social responsibility research from the perspective of employees

Employees’ responses to CSR activities are emerging as an essential research topic (Gond et al., 2017). Previous studies have shown that employees are committed to socially responsible organizations (Valentine and Fleischman, 2008; Stites and Michael, 2011). Specifically, CSR research can be classified into three categories based on employee perspective.

First, some studies have shown that individual employee differences affect their perception of CSR. The individual factors that affect the relationship between CSR and employees’ attitudes include the values and moral orientation of employees (Evans and Davis, 2011), fairness perception (Jones, 2010), degree of individualism or collectivism (Hofman and Newman, 2014), age, and gender (Brammer et al., 2007; Valentine and Fleischman, 2008). Evans and Davis (2011) showed that the positive impact of CSR on employees increased as employees with altruistic tendencies increased, and Hofman and Newman (2014) showed that the more employees have collectivist tendencies, the more positive the impact of CSR on organizational commitment.

Second, research has examined managers or supervisors as factors influencing the effect of CSR on employees; the effects of factors such as leaders’ and managers’ perceptions of CSR, leader-member exchange relationships, and managers’ ethical behaviors were explored (Chen and Hung-Baesecke, 2014; Vlachos et al., 2017). Vlachos et al. (2017) argued that managers’ CSR attributions influence employees’ CSR support through employees’ CSR attributions.

Third, organizational contexts are examined as factors affecting the relationship between CSR and employees’ attitudes. Organizational variables include organizational culture, organizational trust, communication, relational social capital, and CSR implementation (Rupp et al., 2006; Suh, 2016).

Fourth, the effect of CSR on employees’ attitudes has been studied. The effects of CSR on employees include an increase in employer attractiveness (Glavas and Piderit, 2009), employee organizational commitment (Brammer et al., 2007), organizational citizenship behavior (Jones, 2010), and improved employee engagement (Rupp et al., 2018). Moreover, based on the social identity theory, CSR increased employees’ organizational identification (De Roeck et al., 2014) job satisfaction (Vlachos et al., 2013), and turnover intention (Jones, 2010). Also, May et al. (2021) verified the relationship between CSR activity and employee green behavior (EGB) for workers in Malaysia and tested the mediating effect of organizational trust and organizational identity in the relationship between these two variables.



Corporate social responsibility authenticity

According to Carroll and Wheaton (2009), authenticity can be classified into two types. The first is type or genre authenticity, which means that an object belongs to an original type or classification. This classification means a culturally defined classification, and it may be judged differently by different people. If we take a restaurant as an example, a Korean restaurant that is socially and culturally defined and expected is classified as a restaurant that sells traditional Korean food. Therefore, it can be judged that selling Japanese or Chinese food at a Korean restaurant is not sincere.

Type authenticity of CSR can be interpreted as follows within the organization. Socially and culturally defined CSR encompasses the economic, legal, ethical, and discretionary responsibilities of a company. Therefore, all these responsibilities are fulfilled, and it can be judged that the company’s CSR is sincere.

Second, the moral authenticity of CSR is derived from Heidegger’s existentialist philosophy. This type of authenticity is judging authenticity according to the value intrinsic to an object or the moral meaning of a choice. Being authentic means that an organization’s actions and choices are based on values or morals. Therefore, the moral authenticity of CSR is that a company’s choice to implement CSR reflects its moral beliefs or corporate values.

Corporate social responsibility authenticity is defined as the degree to which CSR activity is socially and culturally defined and expected, reflects corporate beliefs, and is motivated by moral motives (Vermeulen and Barkema, 2002). Studies on CSR authenticity include motivation for CSR, authenticity of CSR, and the effects of CSR authenticity. In general, people tend to be more interested in the causes and motives of behavior than in the behavior itself (Gilbert and Malone, 1995). In particular, there is a tendency to adopt a cynical attitude toward the motives behind CSR activities and policies (Lange and Washburn, 2012). When companies engage in CSR activities to solve poverty or social problems, but exploit resources or the environment, CSR activities are often perceived as greenwashing (Lange and Washburn, 2012). In this case, stakeholders may be confused about judging the company’s CSR activities. However, since employees have more information to judge the degree of commitment of a company to CSR, they can determine the sincerity of a company’s CSR activities more objectively than other stakeholders. Therefore, if employees decide that a company’s CSR activities are not sincere, the impact of CSR activities on employees may be reduced (Rupp et al., 2006).



External CSR and employee perception of CSR authenticity

External CSR refers to activities that help strengthen a company’s reputation and legitimacy through external stakeholders (Brammer et al., 2007). External CSR includes volunteer activities, donations, environmental protection (Brammer et al., 2007; Hameed et al., 2016). Employees play the role of an observer in external CSR (Rupp and Mallory, 2015). Employee perception of external CSR can be explained based on construal level theory.

Construal level theory describes how people search for and interpret information. Cognitive psychology explains that people use cognitive structures such as schemas to collect and interpret information, which can be abstract, concrete, or factual (Brown, 1958). Abstraction is information compression, which is used for efficient information retrieval and encoding (Burgoon et al., 2013). Abstract cognition is comprehensive but lacks detail, and when using abstract cognition, it may not capture the details in the contexts. Accurate perception is a relatively narrow perspective, and it observes information in more detail, but only sees trees and loses sight of the forest that the trees make up. According to construal level theory, when people interpret and judge an event, a high-level construal or a low-level construal is applied depending on psychological distance. Recognizing that the psychological distance is close, a low-level construal mechanism works (Trope and Liberman, 2010).

Lammers (2012) experimentally examined how people behave differently when using a higher-level construal mechanism and a lower-level construal mechanism. People think abstractly when higher-level construal mechanism is at work, by taking a more holistic view of behavior and characteristics, focus on higher-level goals and events and try to determine what caused the behavior or event. In addition, the idealistic self is emphasized by focusing on internal and ideal values. Thus, more altruistic behaviors were observed. On the other hand, when low-level construal mechanism is at work, people focus on what they can directly experience, such as specific actions, goals, events, and prioritizing actions that benefit them (Kivetz and Tyler, 2007).

Based on construal level theory, employee CSR sensemaking can be applied. When employees perceive CSR, different construal levels can be applied to external and internal CSR. Employees have an observer’s position in external CSR. From the observer’s point of view, external CSR is event-driven by the moral necessity of solving social problems and investing for future generations. It is an event that does not bring immediate benefits to oneself, and the outcome is unpredictable. Therefore, when interpreting CSR as an event that is psychologically distant from external CSR for employees, the higher-level construal mechanism is activated. In the mechanism, an event is observed from an integrated point of view, overall aspect is interpreted, the event’s intention, purpose, and cause is focused upon. Moreover, the ideal self-concept is emphasized by focusing on inner and ideal values (Lammers, 2012).

McShane and Cunningham (2012) studied the factors and results of employee perception of CSR authenticity. When a company engages in CSR activities, it continuously invests the resources. When CSR activities are linked to a company’s products or services, employees perceive that the company’s CSR activities are sincere. In addition, the authenticity of CSR was evaluated by factors such as when an individual employee’s emotional commitment to CSR was high and when he or she perceived the embeddedness of CSR activities.

Beckman et al. (2009) and McShane and Cunningham (2012) showed that resource input and the frequency of CSR activities are factors affecting employee perception of CSR authenticity. Moreover, employees believe that the CSR activities of companies that have invested many resources are sincere. Therefore, it can be predicted that if a company engages in CSR activities, awareness of CSR authenticity will increase.

With this discussion, the following hypothesis was established.


H1: External CSR positively affects employees’ perception of CSR authenticity.
 



CSR authenticity and organizational commitment

Organizational commitment refers to the identity associated with the organization, wherein the purpose of the organization and individual coincide. Therefore, attitudinal commitment represents the status of an individual’s identification with a specific organization, achieving the organization’s purpose, and staying in the organization (Mowday et al., 1979). CSR affects stakeholders, including employees, who are critical for an organization. Employees can perceive CSR as an expression of organizational values and beliefs, such as an organizational moral orientation. Employee perception of authenticity, fairness, and moral values can positively affect organizational commitment by increasing identification with the organization and emotional attachment (Finegan, 2000).

Meyer and Allen (1991) found that employees seek a positive work environment and experience; if the organization provides such an environment, it encourages employees to continue working in the organization. When employees’ awareness of CSR authenticity increases, they positively perceive the company’s values and beliefs regarding external CSR. Finegan (2000) found that organizational commitment increases by increasing attachment and improving positive job experience. Furthermore, the organizational commitment increases when employees positively perceive the values pursued by the firm. Show that altruistic CSR attribution positively affects employee attitudes such as organizational trust, loyalty, and organizational commitment. On the other hand, when CSR is attributable to selfish motives, these relationships appear negative (Sen et al., 2006; Vlachos et al., 2017).

Therefore, if external CSR increases, the input of resources and the frequency of CSR activities will increase, and employees will judge that the CSR activities of a company that has invested many resources within a limited budget are sincere. When the authenticity of external CSR increases, employees’ ideal self-concept and positive perceptions of corporate values and beliefs, and emotional attachment to the company increases. Employees’ organizational commitment increases as they do not want to leave a company that provides a positive organizational experience.

With this discussion, the following hypothesis was established. Figure 1 below shows our research model.

[image: Figure 1]

FIGURE 1
 Conceptual model.



H2: Employees’ perception of CSR authenticity mediates the positive effect of external CSR on emotional commitment.
 




Research design and methods


Research design

This study examines the effect of firm-level CSR activities on employees’ job attitudes. Therefore, this study was designed as a multilevel analysis. As firm-level data have nested characteristics of employees, the following problems may arise if multilevel analysis is not used when analyzing data. First, if the data are analyzed through simple regression analysis at the individual level, ignoring the influence of firm-level variables, the characteristics of the firm nested in the individual-level data can be ignored. Employees are affected by various variables such as organizational culture and management practices. For this reason, when simple regression analysis is used in nested data, the assumption of the error term in ordinary least squares (OLS) estimation is violated. Second, when individual-level data are aggregated and used at the firm level, the individual characteristics may be ignored. In both cases, the problems of overestimating the regression coefficient and underestimating the standard error may appear (Raudenbush and Bryk, 2002).

Therefore, this study used multilevel analysis to estimate the effect of CSR activities more accurately on employees. Therefore, this study was designed in such a way that data on CSR activities were collected through the company’s CSR manager and employee CSR perception and job attitude were collected from employees.



Sample and procedures

Although a random sampling method was used to select the study sample for the external validity of the study, the sample was selected in accordance with the following two factors. First, in order to examine the effect of employee perception on CSR activities, which is the purpose of this study, the sample of the study must be a firm that implements a CSR program, and that employees are aware of. Second, in the multilevel analysis, sample selection and size had a significant impact on the research results. An appropriate research sample should be one that can identify differences between firms and simultaneously ensure homogeneity at the level of individuals who share firm characteristics (Klein and Kozlowski, 2000). Therefore, firms suitable for research samples should have implemented CSR programs that are recognized by employees and have differences in firm characteristics such as size, type of industry, listing status, and age of firms. Based on these conditions, data were collected from companies from various industries, sizes, and ages based that have announced CSR activities on their website or issued a white paper for CSR, as surveyed by the Korea Economic Justice Institute (KEJI) Index and the ESG score announced by the Corporate Governance Research Institute.

In multilevel analyses, a clear conclusion has not yet been reached regarding the appropriate number of groups in the sample. Snijders and Bosker (1993) recommended that the appropriate number of groups in a sample should be 20 or more. Maas and Hox (2005) argued that if the number of groups is 30, the standard error is underestimated by 15%; however, if the number of groups increases to 50, the standard error is reduced to less than 5%, which is generally acceptable. In addition, it is also explained that the intraclass correlation coefficient (ICC) value, which represents the proportion of the higher level variance in the total variance, should be at least 0.10(10%).

McNeish and Stapleton (2016) suggested a reasonable number of groups that can be generally accepted in multilevel analysis through simulation analysis in a review of 20 multilevel analysis papers. When the dependent variable is a continuous variable and the full maximum likelihood (FML) estimation method is used, 30 or more groups are recommended, and when the restricted maximum likelihood (REML) estimation method is used, 10 or more groups are recommended. For an accurate estimation of the standard error of variance, it is recommended to secure 50 or more groups. It was suggested that the number of samples in the group should be at least five. Meuleman and Billiet (2009) showed that at least 40 groups are required in the multilevel mediation model, and when the number of groups is 20 or fewer, the error of the estimation coefficient increases dramatically. Therefore, a group sample size of 40 is recommended. Muthén (1991) and Meuleman and Billiet (2009) recommended decreasing the number of respondents in a group and increasing the number of groups. Although there has been some consensus among scholars on the appropriate number of groups in multilevel analysis, the balance between the number of groups and the number of respondents in a group needs further discussion (Preacher et al., 2010). For this reason, this study collected data from more than 50 companies and more than five employees within one company.

Data were collected through a survey. The CSR manager of the company was asked to respond to the firm-level variables, and at least ten employees with various departments and positions within the same company were asked to respond to the employee variables. CSR managers from 65 companies, and 337 employees from 53 companies participated in the survey. The response rate was 85 and 52% for CSR managers and employees, respectively. The average number of employee responses within a company was 6.4. The average value of the respondents was used as the representative value of the company for the data of the five companies in which two or more CSR managers responded. Corporate financial data were collected from annual reports. The characteristics of the firm-level samples can be seen in Table 1 below. Table 2 presents the characteristics of the employee-level samples.



TABLE 1 Data sample characteristics of firms.
[image: Table1]



TABLE 2 Data sample characteristics of employees.
[image: Table2]

The manufacturing, financial, and non-financial service sectors were relatively well distributed, and the ratios of listed and unlisted companies were almost the same. However, considering corporate size, due to the nature of CSR programs, most small businesses do not implement CSR, and even if they do, they are implemented only in a specific season in the form of donations. Therefore, they were excluded because employees were not aware of the company’s CSR practices. However, although a branch of a foreign company in Korea usually has a small number of employees, it shows a different aspect from small businesses in CSR activities. It follows the parent company’s CSR policy and implement the same in Korea. Employees were fully aware of this, so small foreign companies were included in the sample of firms with fewer than 300 employees.

As most of the companies in the sample were medium-sized or larger, the majority of the samples were college graduates and regular workers. Notably, marital status and union membership are relatively balanced.



Measures


Corporate social responsibility

In this study, CSR is defined as discretionary corporate activities and policies that meet stakeholder expectations from stakeholder and strategic CSR perspective (Barnett, 2007; De Roeck et al., 2014). There are two ways to measure CSR from the stakeholder’s perspective: objective and subjective measurement. The objective method measures whether the CSR program affects each stakeholder (Hawn and Ioannou, 2016), and the subjective method measures how well a CSR program that affects stakeholders is in place (Turker, 2009; Du et al., 2011). Although objective measurement is good for comparing CSR performance among companies, it is insufficient for reflecting the perception of CSR. This study focuses on employee perceptions of CSR. How CSR is communicated and implemented depends on the perception of CSR managers. Therefore, subjective measures were used in this study (Davies et al., 2001).

Aguinis and Glavas (2019) argue that embedded and peripheral CSR influences employee CSR sensemaking. Embedded CSR means that CSR is integrated into corporate strategy, and that the value of CSR is reflected in the company’s daily work. On the other hand, peripheral CSR means that CSR activities are not related to a company’s business but are treated as secondary activities rather than core activities. If employees perceive CSR to be embedded, it will have a positive effect on employees’ job attitude, but if employees perceive CSR as peripheral, CSR will either not affect or negatively affect employees’ job attitude. When CSR is embedded, employees align the external-oriented CSR with their work at the firm. For example, when a company implements environmental protection for future generations as a core external-oriented CSR activity, employees will be motivated to monitor whether the value of environmental protection is reflected in activities such as procurement of raw materials and manufacture of products. If a company does not care about environmental damage in the production process, employees perceive that the company’s CSR is not sincere. As most of these judgment processes are based on external stakeholders’ CSR, external-oriented CSR affects employees’ sensemaking (Grant, 2007; Aguinis and Glavas, 2019). Therefore, in this study, CSR was measured as external-oriented CSR.

Turker (2009), Du et al. (2011), and Hawn and Ioannou (2016) measured CSR by dividing it into external-oriented CSR and internal-oriented CSR. Turker (2009) measured CSR as a survey method rather than as an objective measurement in the form of a CSR index, and it is the most commonly used measurement among survey methods. Turker (2009) measured CSR for external stakeholders, such as local communities, the environment, future generations, NGOs, customers, and the government. CSR was measured using 12 items adapted from Turker’s external CSR scale. A few sample items are “Our company participates in activities which aim to protect and improve the quality of the natural environment.,” “Our company respects consumer rights beyond the legal requirements.,” “Our company always pays its taxes on a regular and continuing basis,” 7-point Likert scale was used.



Corporate social responsibility authenticity

Based on the previous discussion, CSR authenticity was defined into two types. Type authenticity can be interpreted as whether CSR is being implemented in a socially and culturally expected way. Moral authenticity can be explained as to whether CSR is carried out based on a company’s moral beliefs or core values. Thus, CSR authenticity is defined in terms of the perception that the level of CSR activity is socially and culturally defined and expected, reflects corporate beliefs, and is motivated by moral motives (Carroll and Wheaton, 2009). CSR authenticity perception can be interpreted as employees’ perceptions of CSR authenticity. Study by Schaefer and Pettijohn (2006) and Alhouti et al. (2016) were used to modify authenticity perception. CSR authenticity was measured with nine items, such as “Our company’s CSR actions are genuine,” “Our company is standing up for what it believes in,” and “Our company disguises the company’s true thoughts and beliefs in CSR activities” on a 7-point Likert scale. Employees answered CSR authenticity perception questionnaires.



Emotional commitment

Emotional commitment was measured using Allen and Meyer’s (1990) multidimensional construct. The most widely used measurement tools related to organizational commitment are Mowday et al.’s (1979) Organizational Commitment Questionnaire (OCQ) and Allen and Meyer’s (1990) multidimensional organizational commitment measurement. Mowday et al. (1979) defined organizational commitment based on psychological attachment and explained it as a psychological state that believes in organizational values and beliefs and is willing to work and engage in the organization. Allen and Meyer (1990) defined organizational commitment as organizational identification, involvement as an instrumental need, attachment to the organization according to individual values, and an attitude of remaining in the organization. This was measured by dividing the scale into three dimensions. As CSR is related to psychological attachment and personal moral beliefs and values, the multidimensional measurement was used to examine the effect of CSR on emotional commitment among the dimensions of organizational commitment. Emotional commitment was measured using eight items and a 7-point Likert scale was used. Sample items were “I would be very happy to spend the rest of my career with this organization,” “I really feel as if this organization’s problems are my own,” and “I do not feel a strong sense of belonging to my organization.”



Controls

Control variables were selected as those that can affect CSR at the firm level and those that can affect emotional commitment at the individual level. Industry, previous year’s sales, union presence, listing status, and firm age were controlled as firm characteristics. We thought it was important to explain the relationship between the slack resources and CSR and to consider them as a variable. We included slack resources as a control variable in our analysis. In general, when using slack resources as a control variable, researchers control R&D intensity calculated as a ratio of investment in R&D by total assets, and advertising expenditure (McWilliams and Siegel, 2000; Hawn and Ioannou, 2016). To control other intangibles that may affect the perception of CSR and commitment, we included gender, education, marital status, and age as individual characteristics. We also controlled for employment type, job level, union membership, and employee tenure because it may be related to commitment at the individual level (Waddock and Graves, 1997). Gond et al. (2010) analyzed the antecedent variables, outcome variables, and research results of several studies that focused on the effect of CSR on employees. Numerous studies have used age, gender, tenure, firm size, educational level, and position as control variables (Brammer et al., 2007; Valentine and Fleischman 2008).




Analytic strategy

A multilevel analysis method was used in this study to examine the effect of firm-level CSR on employee perceptions of CSR and emotional commitment, which are individual-level variables. Multilevel analysis methods can be divided based on hierarchical linear modeling and those based on structural equation modeling. The hierarchical linear modeling (HLM) program developed by Bryk and Raudenbush (1992) is widely used for multilevel analysis based on hierarchical linear modeling. Although this program has the advantage of analyzing the cross-level direct effect and the cross-level interaction effect, it does not examine the complex relationship between variables (Klein and Kozlowski, 2000).

The development of approaches using structural equation models in multilevel analysis has made it possible to estimate multilevel structural equation models in programs such as M-plus (Asparouhov and Muthen, 2008). A multilevel mixture model or multilevel model with latent variables estimates the integrated model by estimating each model between and within levels (Hox and Maas, 2001). Therefore, I analyzed the research model using the M-plus program because it is possible to analyze complex relationships between variables and to estimate between and within levels in one model, respectively.

In multilevel structural equation modeling, when explaining the cross-level direct effect model, assuming that the dependent variable is [image: image], the explanatory variable is [image: image], and the group-level explanatory variable is [image: image], the following formula is used:

[image: image]
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[image: image]

[image: image]

In Equation (4), [image: image] is the effect of [image: image] on [image: image], and [image: image] is the effect of the latent group average, not the observed group average. In this study, when estimating the mediation model, a multilevel model with latent variables was used to estimate complex relationships between variables.

The method used in the estimation of statistical outputs is robust maximum likelihood estimation (MLR) using the expectation–maximization (EM) algorithm. The EM algorithm estimates the sufficient statistics required for parameter estimation as expected values and calculates the maximum likelihood estimate based on it. This approach can be considered an empirical Bayesian estimation method. The Bayesian estimation method uses knowledge of the prior distribution of parameters, but empirical Bayesian estimation uses parameters estimated from observation data for convenience. Therefore, empirical Bayesian estimation can be used without prior knowledge of the distribution of parameters (Kang, 2016). The difference between MLR estimation using the EM algorithm and the commonly used maximum likelihood estimation (ML) is that the ML estimation is sensitive to the number of samples and missing data. However, MLR estimation has the advantage that it is less sensitive to the number of samples and missing data, and is more favorable to the assumption of normality. This is because the MLR estimation estimates the full data sufficient statistic required for parameter estimation as an expected value and calculates the maximum likelihood estimate based on it. Because of the assumption that all regression coefficients have a random effect, MLR estimation takes more time for model estimation, and a coefficient corrected for the chi-square value should be used when evaluating the model fit.




Results


Descriptive statistics and correlations

Before hypothesis testing, descriptive statistics and correlations between variables were analyzed. The following Tables 3 and 4 show the descriptive statistics and correlation analysis results for each level. First, in the correlation analysis results of individual-level variables, only job level and age were significantly correlated with CSR authenticity perception. Managers had a higher perception of CSR authenticity than team members (r = −0.15, p < 0.01), and older employees had a higher perception of CSR authenticity (r = 0.13, p < 0.05).



TABLE 3 Descriptive statistics and correlations among individual-level variables.
[image: Table3]



TABLE 4 Descriptive statistics and correlations among firm-level variables.
[image: Table4]

Second, the results of the correlation analysis of firm-level variables show that external-oriented CSR is implemented more in the financial industry than in the manufacturing and service industries (r = 0.29, p < 0.05), and companies with high sales in the previous year (r = 0.32, p < 0.01).



Confirmatory factor analyses

First, confirmatory factor analysis was conducted to evaluate the validity and reliability of the variables (see Table 5). The factor loadings of all the latent variables were significant at p < 0.001. Although some factors showed low factor loadings, all other factors loaded significantly and met the recommended cut-off of 0.7. Kline (2011) stated that convergent validity is secured only when the factor loadings meet the cutoff of 0.7 or higher, but it is not a problem if there is sufficient theoretical basis, so the measurement variables presented in the table were used.



TABLE 5 Results of confirmatory factor analysis.
[image: Table5]

Second, the reliability of each measurement variable was evaluated. Cronbach’s alphas of the two latent variables were 0.895 and 0.944, indicating that the reliability of the measured variables was at an appropriate level (Nunnally and Bernstein, 1994). We found acceptable within-group agreement for each construct and significant between-group variances in the individual-level variables (see Table 6).



TABLE 6 Within-group agreement and ICC value of the dependent variable.
[image: Table6]

Finally, the model fit was compared through multilevel confirmatory factor analysis. We estimated a one-factor model in which CSR authenticity and emotional commitment were grouped as one factor. We also estimated a two-factor model, in which our theoretical model, CSR authenticity, and emotional commitment were divided into individual factors. We also estimated a three-factor model, including a higher-order factor model, in which CSR authenticity was divided into two factors (see Table 7).



TABLE 7 Comparison of factor models.
[image: Table7]

As for the comparative fit index (CFI) value proposed by Bentler (1990), it can be judged that a model with a value of 0.90 or higher has an appropriate fit, a model with a value of 0.95 or higher has a good fit, and the CFI value of the one-factor model is 0.934, which can be evaluated as an appropriate fit. Browne and Cudeck (1993) reported that the root mean square error of approximation (RMSEA) value of 0.05 or less had a good fit, and that between 0.05 and 0.08 had a fair fit. For the one-factor model, 0.07 (90% confidence interval (CI), 0.06–0.08) was evaluated as appropriate. Hu and Bentler (1999) suggested that if the standard root mean square residual (SRMR) value is 0.08 or less, the model fit is appropriate. As the one-factor model had an SRMR value of 0.074, it can be considered that the model fit was appropriate. As such, the absolute model fit of the one-, two-, and three-factor models can be evaluated as appropriate. Therefore, the relative fit of the three models was evaluated based on the parsimonious model. When the models were compared using the chi-square value, the three-factor model with a higher-order factor was found to be the most appropriate model. Therefore, a three-factor model was selected as the final model.



Hypothesis testing

We first controlled for variables that could affect CSR at the firm level and those that could affect emotional commitment at the individual level. Industry, previous year’s sales, union presence, listing status, advertising intensity, R&D intensity, and firm age were controlled for firm-level variables, while gender, education level, employment type and level, marital status, union membership, age, and tenure were controlled for individual-level variables (Waddock and Graves, 1997; McWilliams and Siegel, 2000; Hawn and Ioannou, 2016).

We tested our theoretical model using MSEM. As shown in Figure 2, in MSEM, it can be conceptually understood that regression analysis is performed at the group and individual levels. The fit of a model is generally evaluated by comparing the absolute values of the models. This is because it is not appropriate to use CFI, chi-square value, and RMSEA, which are sensitive to the number of samples, as the number of group-level samples is small (Muthén, 1994; Hox, 1995; Ryu, 2014). Therefore, the fit of the model was evaluated using the SRMR value, which measures the fit of the model at the group and individual levels. The statistical power of the estimation results was confirmed through a Monte Carlo simulation. The overall results of the proposed model indicated an acceptable level of model fit (RMSEA = 0.094, SRMR within = 0.068, SRMR between = 0.063).

[image: Figure 2]

FIGURE 2
 Multilevel SEM test of hypothesized relationships (full mediation). Factor loadings are not displayed Estimates reported are standardized values. We control for industry, listed firms, firm age, unionization, sales, advertisement intensity, and intensity at the firm level, and gender, age, employment, marriage, job level, education, job, union, and tenure at the individual level (not shown) in this model.


The results of hypothesis testing are presented in Table 8. Hypothesis 1 predicted that external CSR is positively associated with employees’ perceptions of CSR authenticity. As expected, external CSR is positively related to CSR authenticity ([image: image] 0.124, p < 0.05). Thus, Hypothesis 1 is supported. Hypothesis 2 proposed that firm-level external CSR would significantly and indirectly relate to emotional commitment through employee perception of CSR authenticity. Our findings support hypothesis 2. CSR authenticity and emotional commitment are positively linked at both the individual and the firm-level ([image: image] 0.604, p < 0.001, [image: image] 0.880, p < 0.001). Regarding the effect of CSR authenticity perception on emotional commitment, the firm effect was larger than the individual effect. These results show that the average emotional commitment of employees is positively high in firms with a high level of CSR authenticity.



TABLE 8 Multilevel structural equation modeling results (full mediation model).
[image: Table8]

The proposed mediation model was tested. The direct effect of external CSR on emotional commitment was not statistically significant. We found support for the indirect effect of external CSR on aggregate emotional commitment through CSR authenticity. The coefficient of the indirect effect was 0.281, and the 95% bias-corrected bootstrap CI was (0.013 and 0.548). As zero was not included in the 95% CI, we conclude that CSR authenticity has a robust mediation effect on the relationship between external CSR and emotional commitment. The results showed that external CSR has a positive effect on emotional commitment only through CSR authenticity. In other words, employees’ perceptions of CSR authenticity fully mediate the relationship between external CSR and emotional commitment.

To further test the mediation effect of the proposed model, we examined the alternative model in which the direct path from external CSR to emotional commitment was added. The chi-square difference test indicated that the fit of the alternative model was similar to that of the proposed model ([image: image](1) =1.763, p = 0.184). Thus, these results provided evidence that the proposed model had a fully mediating effect.




Discussion

As an increasing number of companies disclose their ESG data, stakeholder interest in the accuracy of ESG data and CSR authenticity has increased. Employees are one of the important stakeholders of a company, and they have access to more CSR information than other external stakeholders. Employees are stakeholders with a dual role of observing and participating in CSR. Therefore, by performing their daily duties in the company, employees can easily recognize the CSR philosophy and values nested in management activities, and through this, they can judge the authenticity of CSR. And employee perception of CSR authenticity can affect the job attitude of employees. Negative perceptions of green washing and CSR authenticity may weaken the positive impact of CSR on job attitudes, or even turn it into a negative impact (Aguinis and Glavas, 2019). Therefore, the relationship between employees CSR sensemaking mechanism and CSR authenticity perception needs to be researched. In this study, the research model was analyzed through multilevel analysis to contribute to the literature on the mechanism by which CSR affects employees’ job attitudes and perceptions of CSR authenticity.


Research implications

This study makes three theoretical contributions to the literature on employee perception of CSR. First, it examines the mechanism of the impact of CSR on employees. By examining the mechanism by which employees recognize and interpret CSR, this study attempts to uncover the black box of effect of CSR on employees. Based on construal level theory, the effect of external CSR on emotional commitment, an important performance predictor at the employee level, was examined. Hypothesis 1 predicted that external CSR would be positively linked to employees’ perceptions of CSR authenticity. Hypothesis testing confirmed that external CSR is positively associated with employees’ perceptions of CSR authenticity. Hypothesis 2 proposed that external CSR is positively linked with emotional commitment and that employee perception of CSR authenticity mediates the positive relationship between external CSR and emotional commitment. As expected, CSR authenticity mediated the positive relationship between external CSR and emotional commitment. As the direct effect of external CSR on emotional commitment was not statistically significant, it could be confirmed that the full mediation relationship was significant through CSR authenticity.

Second, this study contributes to the literature on CSR authenticity by explaining the mediating role of CSR authenticity in the relationship between CSR and employee job attitudes through construal level theory. Based on the construal level theory, the research results can be explained as follows.

First, what it means for a company to engage in external CSR is to invest its limited resources in external CSR. In this case, employees’ awareness of the company’s CSR authenticity will increase by recognizing that the company is engaged in CSR. Second, external CSR is an activity that targets external stakeholders and is mainly related to moral values or beliefs, such as the promotion of social values, protection of consumer rights, environmental protection, resolution of poverty, and sustainable development for future generations. Based on construal level theory, a higher-level construal mechanism will be applied because the psychological distance between employees and external CSR is far. When a higher-level construal mechanism is applied, employees perceive CSR from integrated and normative perspectives, such as CSR motives, objectives, and moral beliefs (Trope and Liberman, 2010). If so, it can be explained that when external CSR increases, it is perceived as an expression of organizational values and beliefs, such as moral orientation, generosity, and respect, and consequently, employee perceptions of CSR authenticity increase. When employee perception of CSR authenticity increases, they perceive the organization’s values and beliefs positively, resulting in an increase in emotional commitment by increasing employees’ emotional attachment to the organization and improving positive job experience (Finegan, 2000).

Finally, this study contributes to employee-based CSR literature by analyzing the effect of CSR as an organizational-level variable on emotional commitment as an individual-level variable through MSEM. Firm-level variable data were collected from CSR managers and data for individual-level variables were collected from employees of the firm for MSEM. Aguinis and Glavas (2012) reports that only 9 of the 181 (i.e., 5%) studies used multilevel analysis. They argued that there is a knowledge gap about the relationship between higher-level antecedents and lower-level outcomes. This study fills this knowledge gap through multi-level analysis.



Practical implications

Employees view external CSR from the perspective of authenticity. The study results show that if employees judge the external CSR as not sincere, the external CSR did not have a positive effect on employees’ emotional commitment. CSR managers can use the findings of the current study to establish strategies related to external CSR. When communicating with employees about external CSR, the purpose and intention of CSR, CSR philosophy, and moral beliefs must be communicated from an integrated and global perspective.

Employee perception of CSR authenticity plays a key role in the positive effects of CSR. Although many external CSR activities can have a positive effect on the perception of CSR authenticity, investing many resources in CSR may not always have a positive effect on the perception of CSR authenticity. In addition, if employees do not perceive CSR activities as sincere, the positive impact of CSR on corporate performance is greatly reduced. Therefore, CSR managers must continuously measure and manage employee perception of CSR authenticity.



Limitations and future research

Efforts have been made to secure the reliability and validity of the study, but this study has several limitations, so it is necessary to supplement these areas in future studies. First, it is necessary to collect more sample groups. In this study, we collected data by meeting the minimum number of group samples that did not affect the estimated results proposed by Snijders and Bosker (1993), Maas and Hox (2005), Preacher et al. (2010), and McNeish and Stapleton (2016). As the number of group samples increased, the effect on standard errors and estimation errors decreased. In future studies, it will be necessary to secure a sufficient number of group samples (100 or more). However, because the researchers’ agreement on the number of respondents in the group is not yet clear, it should be decided based on the results of various simulations studied later.

This study also examined the bias of the research results that may occur due to the lack of group samples by checking the statistical power using Monte Carlo simulations. As a result of checking the statistical power, when the number of group samples was 53, the statistical power was 0.989 or higher, confirming that there was no problem due to the number of group samples in the study results. When the number of group samples was 100, the statistical power was 1.000.

Second, longitudinal studies are needed. In this study, both the predictor variables, CSR and perception of CSR authenticity, were measured at the same time point as the dependent variable. In the case of emotional commitment, the dependent variable, compared to other job attitudes such as job satisfaction, has somewhat stable characteristics over time (Mowday et al., 1979), so it is necessary to observe with a time difference. Therefore, in future research, it is necessary to proceed with the longitudinal research method.

Third, it is necessary to modify the estimation method. In this study, MLR and REML estimation methods were used in the multilevel model. Although this estimation method is less sensitive to the number of samples in the group and provides a more robust estimation result than the general ML estimation method, it has limitations in supplementing the assumption of distribution in a multilevel mediation model (Preacher et al., 2010). An estimation method that has recently attracted attention in multilevel analysis is the empirical Bayesian estimation method. The simulation results were published using the empirical Bayesian estimation method. The estimation method using the Bayesian confidence interval provided more robust estimation results than the maximum likelihood estimation. In future research, it will be necessary to analyze multilevel data through estimation of multilevel structural equation modeling using empirical Bayesian estimation.

Finally, it is necessary to study the various organizational contextual factors that can affect employee perception of CSR authenticity. The perception of CSR authenticity is an important factor in the influence of external CSR on employees. Further research is needed on firm-level variables that can increase perceptions of CSR authenticity. In addition, studies on the interactions between these contextual factors are needed.




Conclusion

This study aims to uncover the “black box” that CSR influences employees’ positive job attitudes. In particular, we focused on the mechanism of how employees interpret external CSR. According to construal level theory, when employees interpret external CSR, which is psychologically distant, it can be interpreted based on the purpose of the behavior and moral principles. As a result of examining the data, it was found that external CSR affects emotional commitment through CSR authenticity. In other words, CSR authenticity had the effect of fully mediating the relationship between external CSR and emotional commitment. Although there are prior literatures in which employee’s perceived CSR is significantly associated with organizational commitment, there are few studies regarding the relationship between firm-level CSR and organizational commitment (Aguinis and Glavas, 2019). This study contributes to the employee-based CSR research by analyzing this mediating relationship using the firm-level CSR variable based on the MSEM method.
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