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ABSTRACT
This research aims to investigate how firms’ Corporate Social
Responsibility (CSR) perception and disclosure derive accounting,
market, and perception-based Firms’ Financial Performance (FFP)
through the serial mediation of individual-level organizational
identification (OID) and employees’ innovative job performance
(EIJP). Philosophically, this research comes under the beliefs or
worldview of postpositivism and employed a quantitative research
design. And thus, the approach to theory development is deduct-
ive. Multi-method, multi-source and multilevel data with temporal
breaks are collected from 60 manufacturing firms listed on the
Pakistan Stock Exchange (PSE). Primary data are collected by fol-
lowing the survey strategy and by conducting multiple surveys.
While the secondary data are collected from the annual and sus-
tainability reports published by selected firms on their official
websites. This research found the serial mediation of OID and
employees’ innovative job performance on the CSR-FFP relation-
ship. Our results will assist the management of the firms to
understand the strategic implications of their CSR initiatives. In
particular, this research contributed to understand why CSR is
viewed to have strategic importance for the firms and how social
identity theory (SIT) might be utilized in such endeavors.
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1. Introduction

Corporate Social Responsibility (CSR) is considered a progressively indispensable
research area for scholars in management; it has also become an essential part of higher
education (Ruiz-Lozano & Nieto, 2016; Wigmore-Alvarez et al., 2020). The existing lit-
erature examines CSR’s concept in various aspects to found the effect of firms’ CSR
activities. For example, on employees’ behaviors (Mahmood et al., 2020a; Wang et al.,
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2017), human resources management (Herrera & de las Heras-Rosas, 2020), customer
satisfaction (Saeidi et al., 2015), firm reputation (Wang & Berens, 2015), or creative and
financial performance (Abdullah et al., 2017; Javeed & Lefen, 2019). Ali et al. (2020)
noticed that various studies investigate CSR’s effect on firms’ financial performance in
numerous aspects but remarked the inconsistent and unclear results. On the one hand,
some researches highlighted that CSR initiatives provide more benefits than the cost
incurred. Besides, there is a positive effect of firms’ CSR exertions on (Wang et al.,
2016). On the contrary, other scholars noted the negative impact of CSR on financial
performance and suggested that organizations should avoid the cost of CSR engagement.
Some researchers found no or neutral effect (Gallardo-V�azquez et al., 2019).

Although CSR’s concept has been examined in manifold and levels, this study
notes that existing literature did not create any bridge to align micro and macro-level
debate of CSR and its outcomes and overlooked various multi-level factors. Thus, this
research intends to effectively contribute to this relationship by devising a multi-level
framework. This study is a multi-level, multi-method, multi-source, and employs
time-lag design to thoroughly and significantly advance the field. Few multi-level
studies did make exertions to find a theoretical framework or mechanisms to explain
firm-level CSR’s effect on employees’ outcomes or individual level CSR perceptions
on firm-level outcomes. However, the existing multi-level research remained deficient
in devising a mechanism that empirically estimates firm-level CSR’s impact on indi-
vidual-level outcomes, eventually translating into firms’ financial performance. This
research also spotted the confusion in the existing literature on CSR and financial per-
formance indicators. Both constructs’ indicators are distinctively taken by different
studies such as CSR perception, CSR disclosure, market, and accounting-based finan-
cial performance, leading to competing explanations. Likewise, this research also noted
that to date, no study had employed the theoretical lens of social identity theory that
is usually regarded as a micro-level theory to explain the firm-level relationship.

Accordingly, drawing on social identity theory, this research considers the role of
organizational identification and employees’ innovative job performance at an individual
level to explain the indirect effect of CSR on firms’ financial performance. Social identity
theory enlightens that employees who identify with the organization tend to align their
goals with the organization (Zappal�a et al., 2019). The concepts like prestige, respect, and
organizational identification are its’ principal constructs (Fuller et al., 2009).
Organizational identification is a sense of oneness with the organization. When organiza-
tions engage in CSR activities, employees give importance to their organizational mem-
bership, and their perception of oneness with the organization increases as they feel
superior and respectful (Turker, 2009). Existing research noted that organizational identi-
fication derives various positive attitudes and behaviors at the workplace (Lee et al.,
2015). Therefore, an organization’s CSR practices enhance the employees’ perception of
oneness with the organization, which derives various work-related positive outcomes like
employees’ innovative job performance. Which is the intentional work to create, improve,
work role, and creative ideas at the workplace to benefit the organization or a group. It
is also documented that employees with more robust organizational identification feel
safe in their job, show better work determination (Grant & Berry, 2011), and expected to
support employee creativeness (Brammer et al., 2015).
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Employees’ innovative job performance derives firms’ financial performance as
employees improve their firms’ status to which they identify to enhance their self-
image and put creative efforts in their jobs, such as developing new products, serv-
ices, and solutions. Firms’ are continuously required to bring innovations in products,
services, and inner progressions to achieve superior financial performance, and
innovative activities of the organizations integrally connect to organizational perform-
ance (Martinez-Conesa et al., 2017). Therefore, innovative employees’ are essential for
organizational performance as these are valuable, rare in skill, and in accumulation,
improve financial performance.

Precisely, this study will investigate a crucial research question of how CSR affects
firms’ financial performance. This broader research question covers the subsequent
questions about the study variables: a) How CSR perception and CSR disclosure affect
the perception, market, and accounting-based financial performance? b) How organ-
izational identification and employees’ innovative job performance mediate the above
effect? Specifically, the objectives of this research are to offer inclusive insights for
both academicians and practitioners. Theoretically, this research underpins social
identity theory between two firm-level variables via two individual-level variables,
rarely considered in CSR research. Besides, the present research contributes to the
existing literature by examining CSR disclosure’s effect on organizational identifica-
tion. Most of the current studies have examined the impact of perceived CSR on
organizational identification, and little evidence is available on the impact of CSR dis-
closure. This study also provides numerous insights for practitioners; it reveals CSR’s
strategic importance while devising organizational policies concerning CSR initiatives.

2. Literature and hypotheses development

2.1. Social identity theory

Social identity theory is an affluent theoretical viewpoint assimilating the psychology
of self with group psychology. It also has considerable practical significance and has
been employed to examine essential organizational issues (Scheepers & Ellemers,
2019). Experimenting on group formation established that people favor the individu-
als of their own-group than the other-group members (Tajfel, 1970). Further, Tajfel
and Turner (1979) explained that individuals categorize themselves and others in sev-
eral social classifications like their institute affiliation, age, gender, and religion. The
key idea of social identity theory is how individuals identify with a specific social
group decides their tendency to behave regarding their group membership (Ellemers
et al., 1999). Existing research underpins the social identity theory to explain
employee-organization processes. Such as understanding the employees’ behaviors
(Jones et al., 2019; Scheepers & Ellemers, 2019; Wang et al., 2017); testing the mech-
anism through which perceived CSR is linked with employees’ pro-environmental
behaviors (Cheema et al., 2020); establishing the effect of perceived CSR to minimize
the negative employee behavior with the mediation of organizational identification
(Mahmood et al., 2020a), and testing the positive impact of perceived CSR on
employee creative performance (Abdullah et al., 2017; Brammer et al., 2015).
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2.2. CSR and organizational identification in the framework of social
identity theory

Aguinis (2011) referred to CSR as the “context-specific organizational actions and
policies that consider stakeholders’ expectations and the triple bottom line of eco-
nomic, social, and environmental performance.” Organizations’ perceived CSR practi-
ces increase employees’ sense of oneness because they consider their membership
valuable and identify themselves with a socially responsible organization (Cheema
et al., 2020). Perceived CSR is “the perception stakeholders of an organization hold of
the impact of a company’s strategies and operating practices on the well-being of all
its key stakeholders and the natural environment” (Glavas & Godwin, 2013). Social
identity theory is an appropriate and dominant framework to explain CSR’s effect on
organizational identification (De Roeck et al., 2016) because employees assess their
self-esteem by depending on the social position of the organization they belong to.
Furthermore, if employees recognize that their organization has values, procedures,
and characteristics that are distinct and striking in contrast to other organizations,
they would strongly identify with those organizations (Dutton et al., 1994).

Mael and Ashforth (1992) define organizational identification as “the perception of
oneness with the organization and considers the organization’s achievement and
losses as one’s own.” CSR intends to enhance employees’ organizational identification
as they believe that organization is implementing processes and practices that are
valuable for numerous stakeholders such as employees, the environment, society, and
their need for self-esteem is satisfied (El Akremi et al., 2018). CSR also matters as
employees identify with and are concerned with the organizations that make invest-
ments in good procedures for the environment and society (Van Dick et al., 2020).

Employees working in organizations that actively engaged in CSR practices show
more organizational identification (Shin et al., 2016). Firms’ CSR activities and organ-
izational identification are positively related because when firms’ CSR activities target-
ing internal stakeholders tend to create employees’ feelings of self-respect and help
employees identify with their firms (Allen et al., 2017). CSR can substantially deter-
mine the organizational identification as it consists of activities which are perceived
by employees positively and promises that organization respect, value, and care for
them (Zulfiqar et al., 2019). Organizational CSR activities derive organizational identi-
fication of employees as their need for self-concept is satisfied, consistent with social
identity theory (Glavas, 2016). CSR directly increases the organizational identification
of employees (Kim et al., 2010). In a similar vein, Im et al. (2016) highlight that
organizations’ CSR practices positively influence workplace attitudes and behaviors
like organizational identification. Furthermore, environmentally and socially respon-
sible organizations are more appealing to employees, and they like to identify with
such organizations (Cheema et al., 2020).

CSR disclosure is “the information provided in a company’s annual report relating
to its activities, programs, and application of resources deemed to affect both the
public in general and particular stakeholder groups. These disclosures extend beyond
traditional financial accounting information and typically include details pertaining to
the environment, energy usage, employees, products, community services, and fair
business practices” (Chan et al., 2014, p. 64; Ernst & Ernst, 1978). Existing research
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noted the positive effects of firms’ CSR disclosures on their employees’ attitudes and
behaviors, for example, employee retention (Chan et al., 2014), motivation
(Balakrishnan et al., 2011), and satisfaction (Moser & Martin, 2012). Firms’ CSR dis-
closures positively influence the employees’ behaviors, and they tend to transfer more
resources to their firms (Moser & Martin, 2012). Therefore, we argue that employers’
CSR information communicated through the annual report will improve their organi-
zations’ image, enhancing employees’ perception of oneness. In other words, organ-
izational identifications among employees of organizations with high CSR disclosures
are likely to more than organizations with low CSR disclosure. All in all, the argu-
ments presented in the above paragraphs lead to the following hypothesis:

Hypothesis 1: There is a positive relationship between perceived CSR and organizational
identification (H1a), CSR disclosure and organizational identification (H1b).

2.3. Organizational identification and employees’ innovative job performance

There has been ample research to examine the relationship of organizational identifi-
cation with various organizational outcomes. It is well-established now that employ-
ees’ perception of oneness with the organization plays an essential role in
determining organizational behaviors (Teresi et al., 2019). Organizational identifica-
tion is critical to understanding employees’ relationships with the organization, as
organizational identification affects numerous positive employee outcomes (Shen &
Benson, 2016; Wang et al., 2017). Similarly, organizational identification is likely to
derive positive employee outcomes at the workplace because organizational identifica-
tion inspires to establish long-term associations with the organization they belong
and identify (Shin et al., 2016).

Scott and Bruce (1994) defined employees’ innovative job performance as
“intentional generation, promotion and realization of new ideas within a work role,
workgroup, or organization to benefit role performance, a group or an organization.”
Organizational identification is strongly associated with employees’ positive attitudes
and behaviors and can increase their performance (Brammer et al., 2015). For
instance, employees mostly display helpful attitudes and behaviors for the organiza-
tion they strongly identify with (Ashforth & Mael, 1989). They act to achieve organ-
izational goals (Van Dick et al., 2008) and devote extra energies. Furthermore,
employees with stronger organizational identification feel safe in their job, show more
cognitive openness, better work determination (Grant & Berry, 2011), and expected
to support employee creativeness (Brammer et al., 2015). Employees tend to engage
in activities that support their organization, like innovative job performance, when
they have positive perceptions about their organization (Giorgi et al., 2020).
Identification is essential to motivate employees to give their best energies to enhance
the social group’s status and to identify themselves.

Thus, employees who identify with their organization are probably be inspired to
exhibit creative behaviors based on their membership with a distinctive group
through which they increase their self-concept (Carmeli et al., 2007). Organizational
identification built a consistent link with the organization, but also their need for
self-respect is also contented. Thus inspiring them to better their work-related
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positive behaviors, like employees’ innovative job performance. Accordingly, this
research hypothesizes that:

Hypothesis 2: There is a positive relationship between organizational identification and
employees’ innovative job performance.

2.4. Mediation of organizational identification between CSR and employees’
innovative job performance

Shin et al. (2016) explained that employees’ working in organizations actively engaged
in CSR practices show more level of perception of oneness with the organization.
CSR plays an essential role in determining employee behaviors (Farrukh et al., 2020).
Positive attitudes and behaviors are likely to be shown by employees with strong
organizational identification. Organizational identification offers several outcomes to
explain the employee-organization relationship as it results in various positive
employee outcomes; for example, job performance (Van Dick et al., 2020). Following
social identity theory, existing research discussed numerous outcomes of CSR and
organizational identification relationships in employees like the intention to stay, loy-
alty, commitment, helping workplace behavior, and in-role job performance (Wang
et al., 2017).

Employees establish a long-term and healthy relationship with the organization as
their perception of oneness with the organization develops. They are generally
inclined to show positive behaviors and attitudes at work in an organization (De
Roeck et al., 2014). Organizational involvement in CSR practices leads to increased
employee perception of oneness, and CSR participation and association are related to
organizational identification that derives commitment (Kim et al., 2010).
Furthermore, as Carmeli et al. (2007) noted, organizational identification and employ-
ees’ creative behavior at work are positively related.

Employees feel safe and show more rational openness that ultimately enhances cre-
ativity at work, and thus organizational identification and employees’ creative efforts
are positively linked (Brammer et al., 2015). Shen and Benson (2016) noted the posi-
tive effect of organizational identification on employees’ workplace behaviors. Thus
employee perception of oneness is high if their organization is socially responsible.
They value the organizations’ CSR practices, which in turn derives various positive
workplace behaviors of employees, such as innovative job performance, because they
want to enhance the organization’s status with which they identify themselves.
Accordingly, this research hypothesizes that:

Hypothesis 3: Organizational identification mediates the relationship between perceived
CSR and employees’ innovative job performance (H3a), CSR disclosure, and employees’
innovative job performance (H3b).

2.5. Employees’ innovative job performance and firms’ financial performance

Firms’ financial performance is the degree to which financial aims have been achieved
over a period (Xie et al., 2017). This research considers multiple indicators of
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financial performance, which include perceived, market, and accounting-based indica-
tors. The perceived financial performance is the finance managers’ view on their
firm’s financial performance compared to the leading competitor. In contrast, the
other two indicators present the actual financial performance reported in the annual
reports. Market-based indicators such as TobinQ are the firm’s market value relative
to its assets replacement cost. Accounting-based, like return on equity, is the net
income ratio available to common stockholders (Brigham & Houston, 2013).

Investigating the relationship between innovative behaviors and financial performance
is an essential concern for organizational and strategic scholars (Hogan & Coote, 2014).
Innovativeness is considered a rich source for organizational performance because the
organizations engaged in innovative behaviors like developing novel ideas, products, and
services are more likely to derive positive performance. Martinez-Conesa et al. (2017)
clarified that organizations need continuous innovations in products, services, and inner
progressions to achieve superior firm performance. They suggest that innovative activities
of the organizations are integral to organizational performance.

Anderson et al. (2014) documented that innovative employees have become pro-
gressively essential predictors of firms’ performance and long-term existence.
Employees’ performance is considered valuable, unique and has been discussed to be
an important determinant of firm performance, and it became essential for the organ-
izations to have creative employees (Van Esch et al., 2018). The difference in individ-
uals affects the organization’s value as organizations with talented employees will
have superior performance than less talented employees (Ployhart et al., 2014). In
today’s globalized and competitive markets, it becomes imperative for organizations
to have innovative or creative employees as these employees are essential for the
firms’ to achieve superior financial performance (Hogan & Coote, 2014).

Employees’ innovative job performance is positively linked with the three indicators
(i.e., perceived, market, and accounting-based) financial performance. Martinez-Conesa
et al. (2017) noticed that employees’ innovative job performance derives perceived firms’
financial performance because employees improve the organization’s status to which they
identify to enhance their self-image and put creative efforts in their jobs such as the
development of new products, services, and solutions. Moreover, employees’ creation of
new ideas, the search for novel working methods/techniques, the transformation of
innovative ideas into applications enhances firms’ financial performance by increasing
market share, sales growth, return on equity, and profit margins. Thus, in such circum-
stances, managers perceive superior financial performance in contrast to competitors.

Likewise, when accumulated at the firm level, employees’ innovative job perform-
ance can increase the market and accounting-based financial performance by increas-
ing market share and return on equity. In the same vein, the existing literature also
noticed that employees’ innovative job performance affects the organizational value
by affecting the market and financial position and is necessary for better organiza-
tional performance (Rubera & Kirca, 2012; Shanker et al., 2017). Therefore, the pre-
sent research hypothesizes that:

Hypothesis 4: There is a positive relationship between employees’ innovative job
performance and perceived (H4a), market-based (H4b), and accounting-based firms’
financial performance (H4c).
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2.6. Serial mediation of organizational identification and employees’ innovative
job performance between CSR and firms’ financial performance

CSR activities of an organization increase their employees’ sense of oneness with the
organization because they view their organizational membership as valuable and iden-
tify them with a socially responsible organization (Cheema et al., 2020; Van Dick
et al., 2020). Employees perception of oneness with the organization not only develop
an ongoing relationship with the organization but also satisfy their desire for the self-
respect that encourage them to enhance their job related positive behaviors such as
employee innovative behaviors (Brammer et al., 2015; Shin et al., 2016; Teresi et al.,
2019). Furthermore, these individual-level employees’ innovative job performance in
accumulation derives firms’ financial performance (Hogan & Coote, 2014), because
employees put creative efforts in their jobs to increase their self-respect by enhancing
the status of the organization they identify, such as by developing new ideas, prod-
ucts, and solutions (Martinez-Conesa et al., 2017). Hence, this individual innovative
job performance in accumulation translates into accounting and market-based finan-
cial performance (Rubera & Kirca, 2012; Shanker et al., 2017). Therefore, drawing on
social identity theory, we can suggest that organizational identification and employees’
innovative job performance sequentially mediate the relationship of firm-level CSR-
firms’ financial performance. Accordingly, this research put forward the following
hypothesizes:

Hypothesis 5: Organizational identification and employees’ innovative job performance
sequentially mediates the relationship between perceived CSR and perceived (H5a), market-
based (H5b) and accounting-based financial performance (H5c), CSR disclosure and
perceived (H5d), market-based (H5e) and accounting-based financial performance (H5f).

The hypothesized model in Figure 1 illustrates how firms’ CSR activities derive
firms’ financial performance.

Figure 1. Hypothesized model underpinning social identity theory.
Source: Self-formulated.
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3. Research methodology

3.1. Data collection and the sample

The sampling process consists of two stages: in the first stage, we selected 89 manu-
facturing firms listed on the Pakistan Stock Exchange. These firms actively participate
in CSR activities and also disclose their CSR initiatives on their official websites. In
the second stage, we communicated with the selected firms’ top management to col-
lect primary data and, after reminders, finally got approval from 60 firms. We assured
the top management of maintaining privacy, anonymity, and research ethics in the
data collection process. After that, the researchers personally visited these firms. With
the human resource department’s help, we identified 350 top managers, 250 finance
managers, 225 work units (i.e., groups/teams/departments; mean size ¼ 7) and have a
unique supervisor/leader/manager.

This research employed time-lagged designed to collect data, which is a desirable
research design in CSR research (John et al., 2019). In survey research, one-time data
or same source data collection for independent and dependent variables may cause
measurement context effect or method bias (Podsakoff et al., 2003). Thus, to evade
such biases, the data is collected in two waves by conducting four self-report surveys
at two points about six weeks apart. At Time 1, three surveys were conducted. The
top managers’ survey distributed 300 questionnaires among randomly selected top
managers to measure perceived CSR and received back 123 questionnaires (response
rate ¼ 41%). The finance managers’ survey distributed questionnaires among 200 ran-
domly selected finance managers to measure perceived firms’ financial performance,
and we received back 131 questionnaires (response rate ¼ 66%). The employees’ sur-
vey distributed 1080 questionnaires among randomly selected six employees per 180
randomly selected work units to rate their organizational identification. In this survey,
we received back 543 questionnaires (response rate ¼ 50%.). At Time 2, we con-
ducted the middle managers’ survey that distributed 180 questionnaires among the
middle managers/supervisors to rate their subordinates’ innovative job performance
and received back 106 questionnaires (response rate ¼ 59%). After screening for
incomplete questionnaires, our final useable dataset, complete in every facet, consisted
of 120 top managers, 120 finance managers, 96 middle managers, and 480 employ-
ees’ surveys.

3.2. Measures

Perceived CSR is measured by employing Maignan and Ferrell (2001) twenty-nine
items scale (1¼ strongly disagree to 5¼ strongly agree). The sample measurement
items are “We closely monitor employees’ productivity,” “Internal policies prevent
discrimination in employees’ compensation and promotion.” The Cronbach alpha
was 0.92. CSR disclosure was measured by taking the selected firms’ annual reports
and developing the CSR disclosure index. This index includes twenty items, and a
dichotomous process is employed where a firm takes the value of one if an item is
disclosed and zero if it is not revealed. The CSR disclosure index’s development is
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consistent with the existing literature (Khan et al. (2013). The Cronbach alpha
was 0.71.

Organizational identification is measured by using six items scale (1¼ strongly dis-
agree to 5¼ strongly agree) developed by Mael and Ashforth (1992). The sample
items include: “When someone criticizes my organization, it feels like a personal
insult” or “When someone praises my organization, it feels like a personal
compliment.” The Cronbach alpha was 0.77. Employees’ innovative job performance is
measured by using the nine items scale (1¼never to 5¼ every time) by Janssen
(2000), including three items for idea generation, three items for idea promotion, and
three items for idea realization. The sample items are: “Creating new ideas for diffi-
cult issues,” “Acquiring an approval for innovative ideas.” The Cronbach alpha of this
scale was 0.77.

Perceived financial performance is assessed by adopting Saeidi et al. (2015) seven-
item scale (1¼much worse to 5¼much better). The respondents have to share their
views on their firm’s financial performance compared to the leading competitor in
the last three years. The sample items include: “our firm has performed worse/better
than the major competitors in the industry regarding growth in sales,” “our firm has
performed worse/better than the major competitors in the industry regarding return
on investment.” The Cronbach alpha was 0.76. Market-based financial performance is
measured by taking data from the annual report and using Tobin’s Q, the firm’s mar-
ket value relative to its assets replacement cost. Accounting-based financial perform-
ance is measured by taking data from the annual report and utilizing return on
equity, which is the ratio of net income available to common stockholders to com-
mon equity and represents the rate of return to common shareholders’ investments
(Brigham & Houston, 2013). The control variables of this research include firm size,
age, leverage, research and development (R&D), industry, and employee gender, age,
company tenure, and tenure with the current supervisor.

4. Data analysis and results

Table 1 reports the scales’ reliabilities and validities and the descriptive statistics of
the study variables. We did not find any issue of reliability and validity. For instance,
Cronbach Alpha values for all the study variables are above the threshold level of
0.70. Further, the composite reliably (CR) for all the variables was also more than
0.70, which ensured the reliability of constructs. As far as validity is concerned, it was

Table 1. Reliability, validity and descriptive statistics.
Variable Items Alpha CR AVE MSV Mean SD

Perceived CSR 29 0.915 0.930 0.710 0.391 4.224 0.611
CSR Disclosure 20 0.772 0.790 0.530 0.240 0.713 0.423
OID 6 0.769 0.945 0.697 0.330 4.363 0.366
EIJP 9 0.769 0.880 0.623 0.297 4.360 0.440
Perceived FP 7 0.755 0.870 0.588 0.197 4.309 0.423
Return on Equity 26.218 43.906
Tobin Q 1.894 1.795

Notes: CR¼ Composite Reliability; AVE¼Average Variance Extracted; MSV¼Maximum Shared Variance,
SD¼ Standard Deviation, OID¼Organizational Identification, EIJP¼ Employees’ Innovative Job Performance.
Source: Self-Calculated.
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estimated through average variance extracted (AVE) and maximum shared vari-
ance (MSV).

Hair et al. (2013) recommended that to confirm convergent validity, AVE must be
above 0.50. And further, the value MSV must be below the AVE to establish discrim-
inant validity. Thus, we found the AVE value for all the constructs was above 0.50,
and MSV values were also less than the AVE. Therefore, our data confirmed the reli-
ability and validity of all the variables. Table 2 reported the bivariate correlation
among the study variables. The correlation analysis indicated the moderate correl-
ation among the variables, and thus, there was no issue of multi-collinearity.

Table 3 specifies the summary of direct effects, including firm-level effects, firm to
individual-level, group to individual-level, individual to individual-level, and finally,
individual to firm-level. The results indicated that perceived CSR has a statistically
significant positive effect on perceived firms’ financial performance (0.49, p< 0.01).
Thus, with a one-unit increase in perceived CSR, firms’ perceived financial perform-
ance increases by 0.49 units. Similarly, CSR disclosures also have a statistically signifi-
cant direct positive effect on perceived financial performance (1.75, p< 0.01) with a
one-unit increase in CSR disclosure, firms’ perceived financial performance increases
by 1.75 units. Therefore, it can be established that both CSR perception and disclos-
ure have a significant and positive effect on perceived financial performance. But the
results suggested that CSR disclosure derived higher perceived financial performance
than CSR perception.

Further, it can be noted (in Table 3) that perceived CSR has a statistically signifi-
cant positive effect on market-based (1.02, p< 0.01) and accounting-based financial
performance (41.25, p< 0.01). In contrast, CSR disclosure has a statistically insignifi-
cant effect on market-based and accounting-based financial performance. This
research primarily intends to test the indirect effect of perceived CSR and CSR dis-
closure on perceived, market, and accounting-based financial performance through
the serial mediation of organizational identification and employees’ innovative job
performance. We also examined the direct relationship and noted the insignificant
effect which may support our underlying framework as firms’ cannot maximize their
financial performance directly by disclosing their CSR initiatives. This is also consist-
ent with the existing studies, which also noted similar results such as Gallardo-
V�azquez et al. (2019). Firms’ CSR disclosure may enhance the employees’

Table 2. Inferential statistics.
Variable 1 2 3 4 5 6 7

1. Perceived CSR 1
2. CSR Disclosure 0.08 1
3. OID 0.07 0.04 1
4. EIJP 0.57� 0.12 0.27�� 1
5. Perceived FFP 0.15 0.34�� 0.14 0.10�� 1
6. ROE 0.24�� �0.14 0.08 0.22� �0.35 1
7. Tobin Q 0.17 �0.09 �0.04 0.14 0.07 0.28�� 1

Notes: OID¼Organizational Identification, EIJP¼ Employees’ Innovative Job Performance, FFP¼ Firms’ Financial
Performance, ROE¼ Return on Equity,.�p< 0.05,.��p< 0.001.
Source: Self-Calculated.
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organizational identification, which further derives employees’ innovative job per-
formance that eventually translates into accounting and market-based financial per-
formance (reported in Table 5). In Hypothesis 1, this research expected the positive
effect of perceived CSR and CSR disclosure on organizational identification. The
results indicated that perceived CSR has a statistically significant positive impact
(Table 3) on organizational identification (0.213, p< 0.05). Similarly, firm-level CSR
disclosure also positively and significantly impacts the employees’ organizational iden-
tification (0.20, p< 0.05). Therefore, Hypothesis 1 is supported.

We analyzed the effects of firm-level perceived CSR and CSR disclosure on indi-
vidual-level employees’ innovative job performance. The results were positive but
remained statistically insignificant. Further, this study noted a positive effect of organ-
izational identification on employees’ innovative job performance (Table 3), as sug-
gested under Hypothesis 2. This relation was positive and statistically significant
(0.98, p< 0.01). Thus, our data supported Hypothesis 2.

This research also attempted to test the effect of individual-level employees’
innovative job performance on firms’ financial performance across multiple indica-
tors, as proposed in Hypothesis 4. We found that the employees’ innovative job per-
formance has a statistically significant and positive effect on perceived financial
performance (0.117, p< 0.01) and market-based financial performance (0.51,
p< 0.05). However, this effect was statistically insignificant for accounting-based
financial performance. Thus, Hypothesis 4 was supported concerning only the per-
ceived and market-based indicators of financial performance.

The indirect effects of perceived CSR and CSR disclosure on employees’ innovative
job performance are reported in Table 4. Hypothesis 3 stated that organizational

Table 3. Summary of direct effects.
BC 95% CI

Coefficient Sig. Lower Upper

Firm – level
Perceived CSR -> Perceived FP 0.49� 0.00 0.32 0.64
CSR Disclosures -> Perceived FP 1.75� 0.00 1.37 2.12
Perceived CSR -> Tobin Q 1.02� 0.01 0.36 1.68
CSR Disclosures -> Tobin Q �0.03 ns �1.59 1.51
Perceived CSR -> ROE 41.25� 0.00 28.01 54.49
CSR Disclosures -> ROE �39.42 0.03 �70.52 �8.33
Firm -> Individual
Perceived CSR -> OID 0.21�� 0.02 0.03 0.38
CSR Disclosures -> OID 0.20�� 0.04 0.17 0.67
Perceived CSR -> EIJP 0.07 ns �0.17 0.31
CSR Disclosures -> EIJP �0.59 ns �2.16 0.97
Individual -> Individual
OID -> EIJP 0.98� 0.00 0.94 1.01
Individual -> Firm
EIJP -> Perceived FP 0.11�� 0.05 0.00 0.21
EIJP -> Tobin Q 0.51� 0.01 0.17 0.83
EIJP -> ROE �5.09 0.04 �9.94 0.24

Notes: Sig. ¼ Significance, CI¼ Confidence Interval, FP¼ Financial Performance, OID¼Organizational Identification,
EIJP¼ Employees’ Innovative Job Performance, ROE¼ Return on Equity, FP¼ Financial Performance,.��p< 0.01,.�p< 0.05.
Source: Self-Calculated.
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identification mediates the relationship between perceived CSR, CSR disclosure, and
employees’ innovative job performance. The results indicated that organizational
identification significantly mediated the indirect effect of perceived CSR on employ-
ees’ innovative job performance (0.212, p< 0.05). The direct impact of perceived CSR
on employees’ innovative job performance (Table 3) is statistically insignificant. Thus,
organizational identification fully mediated the indirect effect of perceived CSR on
employees’ innovative job performance, and this supported H3a of this research.

Similarly, the indirect effect of CSR disclosure on employees’ innovative job per-
formance through the mediation of organizational identification was tested as well
(Table 4). This relationship’s results enlightened that CSR disclosure’s indirect effect
on employees’ innovative job performance was significantly mediated by organiza-
tional identification (0.196, p< 0.05). The direct impact of CSR disclosure on employ-
ees’ innovative job performance (Table 3) is statistically insignificant. Hence,
organizational identification fully mediated CSR disclosure’s indirect effect on
employees’ innovative job performance, and this supported H3b.

The cross-level serial mediation of organizational identification and employees’
innovative job performance on the indirect effect of firm-level perceived CSR and CSR
disclosure on the perceived, market, and accounting-based firms’ financial performance
are presented in Table 5. It was found that the indirect effect of firm-level perceived
CSR and perceived firms’ financial performance was serially mediated by organizational
identification and employees’ innovative job performance and the relationship was stat-
istically significant (0.023, p< 0.01). This research found partial mediation of organiza-
tional identification and employees’ innovative job performance.

Table 5. The cross level serial mediations.
BC 95% CI

Coefficient Sig. Lower Upper

Firm -> Individual -> Individual -> Firm
Perceived CSR -> OID -> EIJP -> Perceived FP 0.02�� 0.04 0.009 0.051
CSR Disclosures -> OID -> EIJP -> Perceived FP 0.02�� 0.04 0.007 0.049
Perceived CSR -> OID -> EIJP -> TobinQ 0.10�� 0.02 0.002 0.221
CSR Disclosures -> OID -> EIJP -> TobinQ 0.09�� 0.03 0.001 0.191
Perceived CSR -> OID -> EIJP -> ROE �1.06 ns �2.130 0.010
CSR Disclosures -> OID -> EIJP -> ROE �0.96 ns �0.033 1.930

Notes: Sig. ¼ Significance, CI¼ Confidence Interval, OID¼Organizational Identification, EIJP¼ Employees’ Innovative
Job Performance, FP¼ Financial Performance, ROE¼ Return on Equity.��p< 0.01.
Source: Self-Calculated.

Table 4. Summary of indirect effects.
BC 95% CI

Coefficient Sig. Lower Upper

Firm -> Individual -> Individual
Perceived CSR -> OID -> EIJP 0.21�� 0.04 0.06 0.36
CSR Disclosures -> OID -> EIJP 0.19�� 0.03 0.05 0.33

Notes: Sig. ¼ Significance, CI¼ Confidence Interval, OID¼Organizational Identification, EIJP¼ Employees’ Innovative
Job Performance.��p< 0.01.
Source: Self-Calculated.
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Similarly, the cross-level serial mediation of organizational identification and
employees’ innovative job performance was also tested on the indirect effect of firms’
CSR disclosure on firms’ financial performance, and results were positive and signifi-
cant (0.021, p< 0.05). Thus, partial mediation of organizational identification and
employees’ innovative job performance was noted. Therefore, Hypothesis H5a and H5d

were supported.
Moreover, the indirect effect of firm-level perceived CSR and TobinQ through the

serial mediation of organizational identification and employees’ innovative job per-
formance was examined, and the relationship was statistically significant (0.107,
p< 0.05). This research found partial mediation of organizational identification and
employees’ innovative job performance. Similarly, the cross-level serial mediation of
organizational identification and employees’ innovative job performance was also
tested on the indirect effect of firms’ CSR disclosure on firms’ market-based financial
performance, and results were positive and significant (0.097, p< 0.05). The direct
impact of firms’ CSR disclosure and firms’ market-based financial performance was
insignificant (Table 3). Therefore, the full mediation of organizational identification
and employees’ innovative job performance was noted on the relationship between
firms’ CSR disclosure and firms’ market-based financial performance. Hence,
Hypothesis H5b and H5e were also supported.

This study also hypothesized that organizational identification and employees’
innovative job performance sequentially mediate the relationship between perceived
CSR and return on equity (H5c), CSR disclosure, and return on equity (H5f). This
research did not find any partial or full mediation, and thus, Hypothesis H5c and H5f

were not supported.

5. Discussion and conclusion

Recent calls for research on determinants and outcomes of CSR have drawn research-
ers globally and in developing countries, particularly (John et al., 2019). An extensive
piece of literature on the CSR-firms’ financial performance relationship examined
CSR’s direct impact on financial performance and established positive, negative, and
even no effects. However, these investigations have not clarified how CSR can be
positively, negatively, or neutrally related to financial performance. Accordingly,
numerous efforts have been made to formulate the mechanisms and contingencies
that may explain this relationship’s direction. But no concluding agreement has been
made so far due to inconsistent findings, and the debate is continuing (Xie et al.,
2017). Furthermore, past studies also employed distinct CSR and financial perform-
ance measures that can lead to ambiguous results (Gallardo-V�azquez et al., 2019).

Thus, it is indispensable to examine this relationship by incorporating the factors
which are ignored or given less consideration in the present literature. Further, it is
also essential to investigate CSR and financial performance’s multiple indicators
within one framework. Therefore, the current research intends to address these gaps
by researching the effect of firm-level CSR on financial performance with the sequen-
tial mediation mechanism of individual-level organizational identification and
employees’ innovative job performance through the lens of social identity theory.
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Further, this study progresses the current CSR-financial performance association’s
debate by collecting multi-lagged and multi-source data for firms’ CSR initiatives
(CSR perception and disclosure) and financial performance (perception, market, and
accounting-based). This ambition approach has rarely been jointly considered in
the literature.

First, this research examined the direct impact of CSR perception and disclosure
on perception, accounting, and market-based financial performance. The results were
unique and interesting across all the indicators. The direct positive impact of CSR
perception on perceived, accounting, and market-based financial performance was
found. The present research results are per the existing literature (e.g., Akben-Selcuk,
2019). Therefore, this research confirmed the existing literature that found a positive
effect of CSR on financial performance, contrasting to the neoclassical viewpoints
that suggested a negative relationship. This study also noted a positive and statistically
significant direct impact of CSR disclosure on perceived firms’ financial performance.
But the effect of CSR disclosure on market and accounting-based financial perform-
ance remained statistically insignificant. These results also verified the existing studies
on this relationship (Mahmood et al., 2020b). But inconsistent with the literature con-
cerning the effects of CSR disclosure on accounting and market-based financial per-
formance (Javeed & Lefen, 2019).

Secondly, the effect of firm-level perceived CSR and CSR disclosure on employees’
organizational identification was also examined. This research’s findings are consist-
ent with the existing literature regarding the relationship of perceived CSR and
organizational identification (Brammer et al., 2015; John et al., 2019; Mahmood et al.,
2020a). However, the research did not find any research to date investigating the
effect of firms’ CSR disclosure on organizational identification. Thus, further studies
are required to verify the findings of this research. Thirdly, this study observed the
positive and significant relationship between organizational identification and
employees’ innovative job performance. This finding is in line with existing research;
for instance, Hirst et al. (2009) found the positive association of organizational identi-
fication with employees’ creative efforts. Further, the results are consistent with the
studied that documented organizational identification’s positive outcomes (Wang
et al., 2017).

Fourthly, mediation analysis of organizational identification on the indirect rela-
tionship of perceived CSR and CSR disclosure with employees’ innovative job per-
formance verified the above-said mediations. This finding is in harmony with the
existing literature. For example, Brammer et al. (2015) found the mediation of organ-
izational identification on the relationship of perceived CSR and employee creative
efforts. Further, this research extended the debate on the mediation of organizational
identification on the relationship between CSR disclosure and employees’ innovative
job performance. Fifthly, this research’s findings are consistent with the theoretical
perspective of social identity theory (Ashforth & Mael, 1989). For instance, this
research found that firms’ CSR initiatives are positively linked with organizational
identification, which in turn translates into employees’ innovative job performance.
This is similar to the views of social identity theory, as employees who strongly iden-
tify with the organization tend to align the organization’s goals with their own
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(Zappal�a et al., 2019). And further, social identity theory is beneficial to understand
the behaviors and thoughts of the individuals employed in organizations (Scheepers
& Ellemers, 2019). The results are coherent with other studies that have used social
identity theory to explain individual-level or micro-processes in organizations (e.g.,
Wang et al., 2017).

Sixthly, the findings of the cross-level effect of employees’ innovative job perform-
ance on multiple indicators of firms’ financial performance revealed the significant
and positive impact of employees’ innovative job performance on perceived and mar-
ket based financial performance. The results are consistent with the existing studies.
It is noted that employees put creative efforts in their jobs to increase their self-
respect by enhancing the status of the organization they identify, such as developing
new ideas, products, and solutions. The employees’ innovative job performance in
accumulation translates into accounting and market-based performance (Hogan &
Coote, 2014; Martinez-Conesa et al., 2017; Rubera & Kirca, 2012; Shanker et al.,
2017; Van Esch et al., 2018). At the same time, the results remained statistically insig-
nificant for return on equity. There exist no such studies that have examined these
relationships to date as per the researcher’s knowledge. Thus, future researches should
consider testing and verify these multi-level aspects.

Seventhly, serial mediation of organizational identification and employees’ innova-
tive job performance on the association of perceived CSR and CSR disclosure on per-
ceived, accounting, and market-based financial performance was tested. The findings
revealed that organizational identification and employees’ innovative job performance
sequentially mediated the impact of perceived CSR and CSR disclosure on firms’ per-
ceived and market-based financial performance. However, this research did not find
any serial mediation for the relationship of perceived CSR and CSR disclosure on
firms’ accounting-based financial performance. Similar to the previous discussion on
the relationships of employees’ innovative job performance with firms’ financial per-
formance, we did not find any study that has examined such serial mediation. Thus,
to verify the findings of this research, future investigations are required.

5.1. Theoretical implications

The present research highlights various significant theoretical implications. For
instance, we intend to debate CSR-firms’ financial performance relationship at a
multi-level, as most of the existing literature on this relationship remained at the firm
level. Similarly, a bunch of existing studies either considered the effect of individual-
level perceived CSR on individual-level outcomes, or few multi-level studies examined
the relationship of individual-level perceived CSR on the group or firm-level out-
come. But this research tends to add clarity on this relationship at multi-level by
investigating a unique framework that comprises firm-level CSR and financial per-
formance, individual-level organizational identification, and employees’ innovative job
performance. The framework examined in this study is unique as it extended the cur-
rent understandings of academic scholars on CSR-financial performance association
in many ways. Most of the existing literature on this relationship is confined to firm-
level and overlooked various multi-level factors that must be considered for a better
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understanding. Thus, this research not only examined the effect of firm-level CSR on
individual-level organizational identification that further translate into individual level
firms’ financial performance. The ultimate translation of individual-level employees’
innovative job performance to derive firms’ financial performance is also examined.
Further, this research explicitly broadened the viewpoint of existing literature by tak-
ing multiple firms’ CSR and financial performance measures from numerous sources
like CSR perception and CSR disclosure, perception, accounting, and market-based
financial performance. This study gives new understandings to the academic scholars
by analyzing a multi-level framework through social identity theory that is mostly
considered a micro-level theory. Precisely, academic scholars in management and
finance must concentrate on the model presented and the findings of this research
for a better understanding of CSR-financial performance relationships. In sum, the
present study contributed to the six knowledge domains: CSR perception and disclos-
ure, organizational identification, employees’ innovative job performance, perceived,
market and accounting-based financial performance, and social identity theory.

5.2. Managerial implications

As far as practical implications are considered, the underlying framework presented
in this research uncovered numerous means by which managers can strategically
focus on their CSR initiatives’ policy implications. For instance, managers can use the
results presented in this research on the direct effect of perceived and CSR disclosure
on the perceived, market, and accounting-based financial performance. It will be
necessary for the managers to check the impact of their CSR exertions on the firms’
financial performance and communicate it to various stakeholders, for instance,
shareholders, while displaying the results of their operational strategies and policies.
Further, it is not only essential for the organizations’ to engage and disclose their
CSR initiatives. But also managers must take into account the understandings of their
CSR initiatives and disclosures by their employees. Likewise, managers must value
employees’ organizational identification. It provides various work-related positive out-
comes like employees’ innovative job performance, which is vital for the organizations
to only gain superior financial performance compared to the competitors. Thus, the
organizations’ human resource management must align the recruitment procedure
with firms’ CSR policies. The applicants must be evaluated on their personality traits
like ethical behaviors by asking related questions at the interview time. Therefore, the
managers can improve the firms’ financial performance by strategically concentrating
on their CSR initiatives and disclosures and checking the employees’ perceptions of
their CSR exertions.

5.3. Limitations and future directions

The present study noticed a few limitations which provide rich opportunities for
future studies. For instance, in this study both CSR perception and disclosure are
considered at the firm-level while it seems worthwhile to consider perceived CSR at
the individual-level and CSR disclosure at the firm-level for better understandings.
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Likewise, this research proposed and tested a multi-level mechanism to explain the
CSR and firms’ financial performance relationship but ignored the effect of boundary
conditions. Thus, future studies must consider the multi-level contingencies to effects
this relationship i.e, CEO characteristics, leadership style. This research contributed to
the social identity theory which is mostly confined to the micro or individual level
processes to explain the multi-level mechanism. Thus, future research must also
employ this theory to devise multi-level framework. And further, future research may
consider the integration of social identity theory (Ashforth & Mael, 1989) with other
firm-level theories like resource-based view (Barney, 1996) to advance the field. In
the nutshell, we call for more multi-level research by considering other factors apart
from those considered in this study.
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