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Abstract

Corporate approach towards global markets is increasingly aiming not only at
creating value to its owners but also at setting the stage for the development of a
strong awareness towards social issues. The business professional, academicians,
national and transnational organizations, and media are now propagating the
growing affirmative contribution of companies in the society. However, in our
academic community, the concept remains new, and therefore, the concept require

rigorous seminal studies to validate it.

The business case for CSR is concerned with the question: What do business
community and organization get out of corporate social responsibility (CSR); that is,
how they benefit substantially from engaging in CSR policies and practices?
Although this stream of research has contributed a great deal of insight, there is still
a limited understanding of whether and how CSR affects the bottom-line of the
companies. Previous researchers have mostly discussed the impacts of CSR at a
macro organizational level, focusing corporate outcome in a broad manner. And,
most of the CSR studies conducted so far in the context of developed countries like,
Western Europe, the USA, Australia, and Japan. The volume of CSR researches is

very poor in the context of developing country like Bangladesh.

So there is an avenue for analyzing the underlying process of CSR at the
individual stakeholder level along with its cultural antecedents in order to
understand how CSR evolve within an organization and how companies benefit
substantially from engaging in CSR policies and practices through improved
attitudes of the primary individual stakeholders like consumers and employees.
Given that practical interest in CSR has outstripped the currently available
research evidence, fundamental questions, like how it can be enhanced and how

and why it benefits individuals and organizations, still require answers.
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This study attempts to examine CSR at the stakeholders’ perspective; with a
focus on its cultural antecedents and potential strategic outcomes through
improved customers’ and employees’ attitude. To attain the core objective
efficiently, it’s broken down in to specific objectives. To understand the CSR
phenomenon, an extensive literature review was conducted. CSR in Bangladesh is
a new research area, as most of the literature favors developed and industrialized
nations, and gives little empirical evidence and attention to the developing
economies. This widespread review of literature justifies CSR research into
banking sector in Bangladesh for theoretical, methodological, and contextual

reasons; and lack of empirical evidence from Bangladesh.

This study empirically tested relationships among antecedents and
consequences of CSR in the bank setting in Bangladesh. In particular, this study
provides theory-based empirical evidence regarding whether organizational culture
affect banks CSR postures. This study also investigates how CSR directly and
indirectly leads to corporate financial performance, employee attitude, and
customer attitude. In accordance with the purpose and objectives of the study, 15
hypotheses were constructed based on several theories: stakeholder theory, social
exchange theory, and business case for CSR proposition.

To test the hypotheses, data were collected from 201 bank employees and
206 bank customers. The proposed relationships were examined by using
hierarchical multiple regression and partial correlation. Results of hypothesis testing
show that the accounting-based financial performance like, ROA and ROE change,
in a less statistically significant manner than market-based financial performance

like, Tobin’s Q in response to direct CSR expenditure increases and decreases.

The results of the study expose that most private commercial banks in
Bangladesh are dominated by a strong hierarchy culture. The findings show that
private commercial banks in Bangladesh are very formalized and structured place,
have a leadership style generally associated with a coordinator, an organizer, or an

administrator, emphasize chain of command, emphasize stability and the ability to
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maintain control, and define success on the basis of efficient, reliable, and smooth
operations. According to the employees’ perception, private commercial banks in
Bangladesh are comparatively more aware of complying legal responsibilities than
other aspects of CSR.

The study findings suggest that organizational culture play an important
role in achieving high level of CSR. This result underlines the positive
organizational effects of clan culture and adds to previous investigations linking
clan culture to high levels of employee morale and satisfaction, human resource
development, and teamwork. This study also upholds relation between market
orientation and CSR and brings to light another benefit of market culture beyond
the accomplishment of superior value for the customer and superior business
performance for the organization. As seen in this study, adhocracy culture type
predicts only cumulative CSR not any distinct aspect of CSR. At last, no

significant link has observed between hierarchy culture and CSR.

This study provides an understanding that employees of the private
commercial banks in Bangladesh are moderately satisfied with their job, fairly
involved in their job, and reasonably obliged to stay with their organization.
According to results of regression analyses in this study, employees of socially
responsible firms are likely to be satisfied with their job. But, the results of this
study also found that concern of the social issues does not mediate the CSR—job
satisfaction relationship. CSR was found to significantly affect job involvement of
the employees in the private commercial banks in Bangladesh. Employees, who
perceived their organizations as proactive in case of CSR, are prone to be
identified with their jobs because they perceive the firm ensuring work
environment. The results of this study also found that employees’ concern for

social issues mediates the CSR-Job involvement relationship.

According to the results in this study, members of socially proactive
organizations likely to feel committed to their organization and to be supportive of its

mission. CSR was found to significantly affect organizational commitments



(affective, continuance, normative) of the employees in the private commercial banks
in Bangladesh. Employees, who perceived their companies as proactive in case of
CSR, are likely to be committed to their organization because they perceive the firm
ensuring an environment designed to enhance workplace experience and working in a
company whose goals go beyond the mere maximization of profit. Thus CSR is an
excellent tool to motivate employees, to educate them about the organization, and to
gain their patronage. Regression analysis shows that the concern for social issue by
the employees of banks did not significantly moderate the relationship between the

perceived CSR and dimensions of organizational commitment.

According to the customers’ perception, private commercial banks in
Bangladesh are most aware of complying legal responsibilities than other aspects
of CSR. Alongside, philanthropic responsibilities ranked second among the
dimensions of CSR. Ethical responsibilities have been being paid lowest attention
by private commercial banks in Bangladesh. This study also presents a perceptive
that customers of the private commercial banks in Bangladesh are reasonably

satisfied with the products and fairly loyal to the brand and firm.

Customers, who perceived their banks as social responsible entity, are likely
to be satisfied with their services because they perceive the organization appealing
to the multidimensionality of the customer as not only an economic being but also
a member of a family, community, and country. As exposed in this research,
satisfied customer typically cares for philanthropic responsibilities of their banks.
Testing for control variables found that Service Quality and Access had significant
effects on customer satisfaction. However, even if the effect of price was positive,
it was insignificant. Regression analysis shows that the concern for social issue by
the customers of banks did not significantly moderate the relationship between the
perceived CSR and customer satisfaction. This study further indicates that
proactive CSR is conducive of customer loyalty. Results of regression analyses
show compelling support that the influence of CSR is quite strong on customer
loyalty. Additionally, philanthropic and legal responsibilities were found to be the

most important concern of loyal customers of the private commercial banks in



Bangladesh. Testing for control variables found that customer satisfaction had

significant effects on customer loyalty.

This study triangulates the relationship between CSR and corporate
financial performances. To test the hypothesized relationships, partial correlation
analysis has conducted. Total Assets and Non-Performing Loans (NPL) of the
banks have been used as control variables to subtract the extraneous effects.
Results of the partial correlations point out that the sign of the link is positive. The
findings designate that perceived CSR by different stakeholders is positively
related to corporate financial performance and this relationship is statistically
significant, triangulating, therefore, the notion that CSR can be associated with a
series of accounting based and market based financial constructs of private

commercial banks in Bangladesh.

In this study, the relationship between individual stakeholders’ attitudes (job
satisfaction, job involvement, organizational commitment, customer satisfaction,
and customer loyalty) and corporate financial performance (CFP) has been
examined through empirical analysis. Results show that, all stakeholder attitude
variables were found partially and positively associated with corporate financial
performances. Results of the partial correlations show that employee attitude have
positive relationships with ROE. Results also show that employee attitude excluding
continuance commitment have positive relationships with ROA. However, analyses
in this study failed to find the anticipated positive relationship between employee
attitude constructs and market-based indicator like Tobin’s Q. So, improved
employee attitudes in the private commercial banks in Bangladesh resulted from
proactive CSR initiatives: are found to be related to the enhanced level of
accounting-based financial performance—measured in terms of ROA and ROE.
Results of this study show that customer satisfaction and loyalty have positive
relationships with ROE and Tobin’s Q. However, analyses in this study failed to
find the anticipated positive relationship between customer attitude constructs and
ROA. So, improved customer attitudes, resulted from upbeat CSR initiatives, predict

accounting-based and market-based financial performances accordingly.
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Despite the volume of practical literature on the effects of CSR on
stakeholders’ attitudes, very little academic research has tried to unravel the
relationship mechanism explaining how CSR predicts outcome variables. By
filling this gap, this study provides a valuable contribution to the literature on CSR
in banking sector in a developing country. Though many studies were conducted to
attempt to show the influence on corporate financial performance, the
substantiation was considered to be somewhat questionable due to methodological
issues which are not surprising given that it is almost impossible to prove the
influence on profitability. There are so many other potential antecedents and
moderators that could influence profit, that it is difficult to attribute the increase of
profit to CSR. It is only now that a modified survey instrument was adapted to
measure perceived CSR at the individual level, that the influence of CSR on
individual stakeholders was studied. As a result, this is the first known study is
completed with academic rigor that provides strong evidence that CSR can
positively influence stakeholders’ attitudes in developing country like Bangladesh.

Considering the findings provided in this study, a set of policy guidelines
for the development of CSR posture and functioning of private commercial banks
in Bangladesh have presented in this study.

The empirical results suggest that CSR expenditure has a considerable
impact on financial performance for banks listed in DSE. So, for the enhancement
of financial performance the management of the banks in Bangladesh should

ensure enough investment in diversified CSR activities.

The study findings suggest that organizational culture play an important role in
achieving high level of CSR and clan culture is found to be most conducive of
proactive stance of CSR. So, management of the banks in Bangladesh should take the
initiative to encourage teamwork, participation, trust, commitment, and cooperation

within their organization to strengthen clan culture to foster CSR posture.

To ensure improved employee attitudes of an organization like bank should

take initiative to uphold employee perception regarding their CSR activities. To do
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this organization not only improve their CSR posture but also communicate the

CSR activities through out the firm.

This study presents a perceptive that, customers, who perceived their banks
as social responsible entity, are likely to be satisfied with their services. Results of
regression analyses also show compelling support that the influence of CSR is
quite strong on customer loyalty. Therefore, to enhance customer satisfaction and
loyalty, bank management should take the initiative to ensure proactive CSR as

strategic tools for market establishment.

Using empirical methods, the sign of the relationship between perceived
corporate social responsibility and corporate financial performance has been
tested. Hence, for the improvement of company bottom line, an organization
should produce mechanism to boost up perceived CSR by different stakeholders

like, employee and customers.

This study evidently exhibits the potential strategic implications of
improved stakeholders’ attitudes in the private commercial banks in Bangladesh.
So, management of the private commercial banks in Bangladesh should provide an
environment where CSR can boost up and eventually contribute to improve the
individual stakeholders’ attitudes like, job satisfaction, job involvement,
organizational commitment, customer satisfaction, and customer loyalty to confirm

handsome corporate financial bottom line.

On the whole, this study suggests that CSR is not just expenditure it is an
investment. By investing diversified CSR activities management can reap

competitive advantage in marketplace.

By and large, this study constitutes a preliminary attempt at gaining a
holistic understanding of CSR from stakeholder perspective. This empirical
research suggests that complying social requirements does not come at the expense
of performance levels. Instead, with actions undertaken to depict their obligation to
meeting economic, legal, ethical, and philanthropic responsibilities, business may

able to generate a presence of positive attitudes in both employees and customers.
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These findings highlight the business case for CSR and rationalize the stakeholder

theory of business organization.

Despite the efforts to provide a meaningful understanding and evaluation of
CSR, the study is not without limitations. The study relied solely on the
information provided by employees and customers in a survey. Thus, the findings
may not generalize to other industrial contexts or other cultures; research in other
settings or geographical areas might yield different results. Future research could
address this caveat by relying on multi-informants research design. Surveys on
social pressure group members, government agencies officials, and public
stakeholders could be combined to obtain a better posture of organizational

initiatives.
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Chapter 1
Introduction

1.1 Prelude

The public demands that businesses should make social issues as a part of their
strategies. Corporate approach towards global markets is increasingly aiming not
only at creating value to its owners but also at setting the stage for the
development of a strong awareness towards social issues. Today, managers
continually meet demands from various stakeholder groups to devote resources to
corporate social responsibility (CSR). Such pressures come from stockholders,

employees, customers, government, community, and environment.

The business professional, academicians, national and transnational
organizations, and media are now propagating the growing affirmative
contribution of companies in the society. The old trade-off illusion seems to be
fading. The classical perception that, management has only one responsibility and
that is to maximize the profit' is starting to be replaced by the notion that
successful companies need a healthy society, at the same time, a healthy society

needs successful companies.?

CSR has irrevocably become part of the corporate framework. Many public
companies have developed extensive corporate social responsibility (CSR)
programs designed to generate stakeholders’ goodwill and boost market value. The
banks globally are pouring millions of dollars into different kinds of CSR
strategies in the race to strengthen their reputation and improve relationships with
stakeholders, including customers, both business and retail.® But, in Bangladesh,
proactive initiatives of helping arrest environmental degradation, like adoption of

more energy efficient and harmful emission reducing internal practices have been

' Milton Friedman, “The Social Responsibility of Business is to Increase Its Profits,” New York Times
Magazine, 13 September 1970, p. 126.

? Michael E. Porter and Mark E. Kramer, “Strategy and Society: The Link between Competitive
Advantage and Corporate Social Responsibility,” Harvard Business Review, vol. 84 (December 2006): p.85.

® Lynette M. McDonald and Sharyn R. Rundle-Thiele, “Corporate Social Responsibility and Bank
Customer Satisfaction: A Research Agenda,” International Journal of Bank Marketing, vol. 26, no. 3 (2008): p.
173.



largely absent in the CSR initiatives, even in the branches of foreign banks with
such practices in their home offices.

Recent theories of CSR, thus conjecture that companies engage in profit-
maximizing CSR, based on anticipated benefits from these actions. Examples of
such benefits might include reputation enhancement, the potential to charge a
premium price for its product, or the enhanced ability to recruit and retain high
quality workers. For a CSR action to be undertaken by a company, the benefits of
engaging in this activity must offset the higher costs associated with the additional
resources that must presumably be allocated for the firm to achieve CSR status.”

During the course of the past few years individual stakeholders have been
gaining an ever larger awareness about the fact that the way companies produce
goods and conduct business can make the difference in a global context of
impoverishing environmental, social and economic resources. Taking a
stakeholder-driven perspective on the return to CSR, individuals react to a
company’s CSR initiatives in diversified ways—by not just buying more products
but by enacting other stakeholders behaviors, such as seeking employment with the
company and investing in the company.

A number of researchers investigated the relationship between
organizational culture and company success, performance and competitiveness,
and organizational effectiveness.” Particularly after the 1990’s, parallel to the
paradigm shift in the management literature where the adaptation process gained
more importance than ever due to increased globalization, organizational change
became the focus of many cultural studies. Corporate social responsibility is part
of organizational culture and a value in the organizational culture environment.
Development of social responsibility is a change in value orientation, whose task is
shaping the attitudes, transformation of the personal position so that it matches
individual and public interests.

* Catherine J. Morrison Paul and Donald S. Siegel, “Corporate Social Responsibility and Economic
Performance,” Rensselaer Working Papers in Economics, no. 0605 (March 2006): pp. 34,
http://www.rpi.edu/dept/economics/wwwiworkingpapers/ (accessed on 05 May, 2011).

®J. B. Barney, “Organizational Culture: Can It Be A Source of Competitive Advantage,” Academy of
Management Review, vol. 11, no. 3 (1986): p. 656.



1.2 Statement of the Problem
The argument against the CSR began with Friedman’s statement that social issues

are not the concern of business,® which got a momentum with the notion that CSR
may diverse business from its basic mission and purpose.” Another contender
against CSR argued that the managers of business organizations are mostly
experienced with the core business value chain activities and do not have the
required social knowledge to undertake social responsibility, consequently by
focusing largely on CSR policies business may result in weak competitive
position.® Bert Spector, one of the major opponents of CSR argued that, the
pioneer advocates of CSR used this as means of aligning business interest with the
defense of free market capitalism against what was then perceived to be the danger

of Soviet Communism.®

Many examples of banks’ investment in socially responsible initiatives,
such as implementing loan standards for high risk sectors, are very much evident.
At a time when banks are increasing the amount of funds allocated towards CSR
activities, many banks across the globe are experiencing increasing levels of retail
customer dissatisfaction.’® Consequently, managers are uncertain about the
justification of allocating resources in CSR activities. This cynical position is
further influenced by incoherent findings of previous studies regarding the
relationship between corporate social performance and profitability. Contrary to

the notion that, business organizations can measure results, the multi-dimensional

® Milton Friedman, Capitalism and Freedom (Chicago: University of Chicago Press, 1962) p. 133.

" F.A. Hayek, “The Corporation in a Democratic Society: In Whose Interest Ought It and Will It Be
Run?” (1969) cited in Archie B. Carroll and Kareem M. Shabana, “The Business Case for Corporate Social
Responsibility: A Review of Concepts, Research and Practice,” International Journal of Management Reviews,
(2010): p. 88.

® Archie B. Carroll and Kareem M. Shabana, “The Business Case for Corporate Social Responsibility:
A Review of Concepts, Research and Practice,” International Journal of Management Reviews (2010): p. 88.

° Bert Spector, “Business Responsibilities in A Divided World: The Cold War Roots of the Corporate
Social Resoponsibility Movement,” Enterprise & Society, vol. 9 (2008): p. 315.

1% Australian Consumer Association, “Bank Satisfaction Survey”, Australian Choice Magazine, 2005,
www.choice.com.au/printFriendly.aspx?ID=104697 (accessed on 13 March, 2011); IBM, Two-thirds of US
Banking Customers Don’t Feel Valued By Their Bank: IBM study (New York: International Business Machine,
2006), http://www3.ibm.com/industries/financialservices/doc/content/news/pressrelease/420841103.html,
(accessed on 19 May, 2011)



nature of the CSR/corporate financial performance relationship has created

tremendous difficulties in this regard.™

The business case for CSR is concerned with the question: What do
business community and organization get out of corporate social responsibility
(CSR); that is, how they benefit substantially from engaging in CSR policies and
practices?*? One hundred twenty-two published studies in the period of 1971-2001,
empirically examined the relationship between CSR and profitability at macro

.23 The results of these studies have been mixed. Some scholars

organizational leve
discovered a negative relationship between CSR and financial performance,™
some located a positive relationship,*> while a considerable number of researchers
in the group found inconclusive relation between CSR and financial
performance.’® However, a meta-analysis of 52 empirical studies initiated to
resolve the debate by revealing the fact that CSR is linked with corporate financial
performance (CFP).'” By analyzing some of those empirical studies Baron
conclude that although there are considerable differences among the studies in
terms of methods, measurement, and findings, the weight of evidence supports a

positive correlation between CSR and financial performance.™

Now the question arises, why the companies may profit from such CSR

initiatives. One of the reasons why companies may benefit from CSR is due to the

" John Peloza, “Using Corporate Social Responsibility as Insurance for Financial Performance,”
California Management Review, vol. 48, no.2 (Winter 2006): p. 68.

2 Archie B. Carroll and Kareem M. Shabana, p. 85.

3 Margarita Tsoutsoura, “Corporate Social Responsibility and Financial Performance,” Center for
Responsible Business Working Paper Series (March 2004): p. 8, http://escholarship.org/uc/item/111799p2
(accessed on 15 January, 2011)

“ P. Wright and S. Ferris, “Agency Conflict and Corporate Strategy: The Effect of Divestment on
Corporate Value,” Strategic Management Journal, Vol. 18 (1997): p. 80.

S Margarita Tsoutsoura, p. 1; S. Waddock and S. Graves, “The Corporate Social Performance —
Financial Performance Link,” Strategic Management Journal, vol. 18 (1997): p. 303; Jennifer J. Griffin and John
F. Mahon, “The Corporate Social Performance and Corporate Financial Performance Debate: Twenty-Five Years
of Incomparable Research,” Business & Society, Vol. 36, No. 1 (March 1997): p. 26;

'® K. Aupperle, A. Carroll, and J. Hatfield, “An Empirical Examination of the Relationship between
Corporate Social Responsibility and Profitability,” Academy of Management Journal, vol. 28 (1985): p. 446.

" Marc Orlitzky, Frank L. Schmidt, and Sara L. Rynes, “Corporate Social and Financial Performance:
A Meta-Analysis,” Organization Studies, vol. 24, no. 3 (2003): p. 423.

'8 David P. Baron, “Private Politics, Corporate Social Responsibility, and Integrated Strategy,” Stanford
University Research Paper Series, no. 1656 (2001): p. 4.



positive impact that such initiatives have on the key stakeholders of company
through improved stakeholders’ attitude.'® According to a Cone research study, 87
percent of American customers are likely to switch from one brand to another
(price and quality being equal), if the other brand is associated with good social
cause; conversely, 85 percent will consider switching to another companies
products or services because of a companies negative CSR practices, and 66
percent will boycott such a company’s products or services.?’ Many of employees
express a preference for working for more socially responsible companies, and
nearly out of every eight dollars under professional management in the USA were
involved in social responsible investing.?* It is also documented that institutional
investors avoid companies violate their organizational values.” Past research has
acknowledged the relevance of the organizational culture construct to help
manager understand “why things happened the way they do”?. Each company
differs in how it implements CSR, if at all. The differences depend on not only the

stakeholders’ demands but also the company’s organizational culture.?

Although this stream of research has contributed a great deal of insight,
there is still a limited understanding of whether and how CSR affects the bottom-
line of the companies.”® Previous researchers have mostly discussed the impacts of
CSR at a macro organizational level, focusing corporate outcome in a broad
manner. And, most of the CSR studies conducted so far in the context of

developed countries like, Western Europe, the USA, Australia, and Japan. The

" Shuili Du, C.B. Bhattacharya, and Sankar Sen, “Maximizing Business Returns to Corporate Social
Responsibility (CSR): The Role of CSR Communication,” International Journal of Management Reviews (2010):
p. 9.

%0 Cone, Cause Evolution Survey, (New York: 2007), http://www.coneinc.com/content1091, (accessed
on 19 Ma;/, 2011)

' Craig N. Smith, “Corporate Social Responsibility: Whether or How?” California Management
Review, vol. 45, no. 4 (Summer 2003): p. 63.

%2 T. Smith, “Institutional and Social Investors Find Common Ground,” Journal of Investing, vol. 14
(2005): p. 64.

% Cristine Moorman, “Organizational Market Information Processes: Cultural Antecedents and New
Product Outcomes,” Journal of Marketing Research, vol. 32 (August 1995): p. 319.

* Margarita Tsoutsoura, p. 3.

% Xueming Luo and C.B. Bhattacharya, “Corporate Social Responsibility, Customer Satisfaction, and
Market Value,” Journal of Marketing, vol. 70 (October 2006): p. 1.



volume of CSR researches is very poor in the context of developing country like

Bangladesh.?®

So there is an avenue for analyzing the underlying process of CSR at the
individual stakeholder level along with its cultural antecedents in order to
understand how CSR evolve within an organization and how companies benefit
substantially from engaging in CSR policies and practices through improved

attitudes of the primary individual stakeholders like customers and employees.

Before analyzing the underlying process of CSR at the individual
stakeholder level along with its cultural antecedents it is also significant to explain
the CSR exposures and direct CSR expenditure of banking sector in Bangladesh.
Evaluation of business case for CSR of banking sector in Bangladesh can be
started with the testing of relationships between direct CSR expenditure and

corporate financial performances.

Research Questions:
This study expects to contribute to the literature of CSR by shifting the debate
beyond the question of whether CSR benefit to the question of how it works. The

focus of the study includes the following questions:

1. How direct CSR expenditure of the banks in Bangladesh is related to the
different measures of corporate financial performances?

2. How does organizational culture of Bangladeshi companies shape their
corporate social responsibilities?

3. How employees’ attitude to a company is influenced by company’s
perceived CSR initiatives?

4. How customers’ attitude to a company is influenced by company’s
perceived CSR initiatives?

5. How these customers and employees with improved attitude influence the

company’s bottom-line?

% Ataur Rahman Belal, “A Study of Corporate Social Disclosures in Bangladesh,” Managerial Auditing
Journal, vol. 16, no. 5 (2001): p. 274.



1.3 Objectives of the Study

1.3.1 Core Objective

This study attempts to examine CSR at the stakeholders’ perspective; with a
focus on its cultural antecedents and potential strategic outcomes through

improved customers’ and employees’ attitude.

1.3.2  Specific Objectives
To attain the core objective efficiently, it’s broken down in to following specific

objectives:

(1) To explain the patterns and impact of direct CSR expenditures of the banks
on different measures of corporate financial performances.

(2) To identify the type of organizational culture likely to enhance companies’
motivation to foster CSR initiatives.

(3) To measure the impact of perceived CSR initiatives on employees’ attitude
in terms of job satisfaction, job involvement, and organizational
commitment.

(4) To measure the impact of perceived CSR initiatives on customers’ attitude
in terms of trust in a brand and their satisfaction.

(5) To identify whether perceived CSR is yielding to company bottom-line

through improved customers’ and employees’ attitude.

1.4 Hypotheses:
Based on the literature about organizational culture, CSR, and stakeholder theory

reviewed in this study and in the light of objectives specified, the following
hypotheses are crafted to test.

H 1 : The greater the Direct CSR Expenditure, the greater the ROA.

H 2 : The greater the Direct CSR Expenditure, the greater the ROE.

H 3 : The greater the Direct CSR Expenditure, the greater the Tobin’s Q.

H 4 : The stronger the clan culture, the greater degree of the perceived CSR.

H5 : The stronger the adhocracy culture, the greater degree of the perceived CSR.
H 6 : The stronger the hierarchy culture, there is the less degree of the perceived CSR.

H 7 : The stronger the market culture, the greater degree of the perceived CSR.



H 8 : The greater the perceived CSR, the greater the employee job satisfaction.

H 9 : The greater the perceived CSR, the greater the employee job involvement.
H 10 : The greater the perceived CSR, the greater the employee commitment.

H 11 : The greater the perceived CSR, the greater the customer satisfaction.

H 12 : The greater the perceived CSR, the greater the customer loyalty.

H 13 : The greater the perceived CSR, the greater the financial performances.

H 14 : The greater the employee attitude, the greater the financial performances.

H 15 : The greater the customer attitude, the greater the financial performances.

1.5 Key Terms

1.5.1 Corporate Social Responsibility (CSR)

There is substantial agreement that CSR is concerned with societal obligations,
although the nature and scope of these obligations remains uncertain. Some
authors argue that companies should only be responsible to company
stakeholders,?” while other authors argue that companies should be responsible to
society as a whole.”®

1.5.2 Direct CSR Expenditures
Direct CSR expenditures are defined as the direct monetary expenditure in the
form of passive grants and donations.

1.5.3 Perceived CSR

Perceived CSR is defined as the individual stakeholder perception regarding CSR
initiative. Here, the social responsibility of business encompasses the economic,
legal, ethical, and philanthropic expectations that society expects from
organizations at a given point of time.?

1.5.4 Organizational Culture

Culture is a multi-dimensional concept that can be applied to firms, industries or
nations. A review of existing literature yields an array of definitions of culture.
There are two major ways of linking culture and organization. In the comparative

#" Craig N. Smith, p. 64.

%8 Michael E. Porter and Mark E. Kramer, p. 85.

# Archie B. Carroll, “The Pyramid of Corporate Social Responsibility: Toward the Moral Management
of Organizational Stakeholders,” in Corporate Social Responsibility: Theories and Concepts of Corporate Social
Responsibility, VVol. 1, ed. Andrew Crane and Dirk Matten (New Delhi: Sage Publication, 2004), p. 35.



management literature, culture is treated as an independent variable and assumed
to be a background factor, which affects organizations indirectly. On the other
hand, recognizing organizations as “culture producers”, the second approach
considers culture to be an “inter organizational” variable, leading to the idea of
“corporate culture”.*® Organizational culture can be defined as pattern of shared
basic assumptions that the group learned as it solved its problems of external
adaptation and internal integration that has worked well enough to be considered
valid and, therefore, to be taught to new members as the correct way to perceive,
think, and feel in relation to those problems.®

155 Stakeholders

Stakeholders were defined by as any group or individual who can affect or is
affected by the achievement of the organization's objectives.** Stakeholders can
claim or exercise ownership or interests on a firm on its past, present or future
activities. The following eight entities are generally seen as stakeholder for a firm.
These are; competitors, customers, employees, government, owners/shareholders,
special interest groups, suppliers, and top management.** Employee and customer
have been being given special emphasis for assessing the relationship between
CSR initiatives and firm’s benefits because of their greater significance as primary
stakeholder.

1.5.6 Employee Attitude

Employee attitude are the feelings and beliefs that largely determine how
employees will perceive their environment, commit themselves to intended
actions, and ultimately behave.*

Managers are particularly concerned with three types of attitudes—job
satisfaction, job involvement, and organizational commitment.*® Job satisfaction is

%0 L. Smircich, “Concepts of Culture and Organizational Analysis,” Administrative Science Quarterly,
vol. 28, no.3 (1983): p. 340.

%! Edgar H. Schein, Organizational Culture and Leadership (San Francisco: Jossey-Bass Publishers,
1992), p. 12.

% R. E. Freeman, Strategic Management: A Stakeholder Approach (Boston: Pitman Publishing, 1984), p. 46.

% Max B. E. Clarkson, “A Stakeholder Framework for Analyzing and Evaluating Corporate Social
Performance,” Academy of Management Review, vol. 20, no. 1 (1995): p. 106.

% John W. Newstrom and Keith Davis, Organizational Behavior: Human Behavior at Work (New
York: The McGraw-Hill Companies, Inc., 1999), p. 255.

% John W. Newstrom and Keith Davis, p. 276.
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a pleasurable or positive emotional state resulting from the appraisal of one’s job
or job experience.®® Job involvement is the degree to which employees immerse
themselves in their jobs, invest time and energy in them, and view work as their
central part of their overall lives.*” Organizational commitment is an attitude
reflecting employees’ loyalty to their organization and is an ongoing process
through which organizational participants express their concern for the
organization and its continued success and well being.*

1.5.7 Customer Attitude

Customer satisfaction can be experienced in a variety of situations and connected
to both goods and services. It is a highly personal assessment that is greatly
affected by customer expectations. Satisfaction also is based on the customer’s
experience of both contacts with the organization and personal outcomes. Some
researchers define a satisfied customer as “one who receives significant added
value” to his/her bottom line.*® Customer loyalty is viewed as the strength of the
relationship between an individual's relative attitude and repeat patronage toward a
brand or company.®

1.5.8 Corporate Financial Performance (CFP)

There are three broad subdivisions of CFP consisting of market-based (investor
returns), accounting-based (accounting returns), and perceptual (survey) measures.
First, market-based measures of CFP, such as Tobin’s Q. Alternatively,
accounting-based indicators, such as the firm’s return on assets (ROA) and return
on equity (ROE). Lastly, perceptual measures of CFP as explained by survey
respondents to provide subjective estimates of, for instance, the firm’s ‘soundness
of financial position’, ‘wise use of corporate assets’, or ‘financial goal

achievement relative to competitors’.*!

% Fred Luthans, Organizational Behavior (Boston: Irwin/McGraw-Hill., 1998), p. 144.

%" John W. Newstrom and Keith Davis, p. 259.

% Fred Luthans, p. 149.

¥ Mack Hanan and Peter Karp, Customer Satisfaction: How to Maximize, Measure, and Market
YourCompany’s “Ultimate Product™ (New York: American Management Association, 1989), p. xii.

“ Alan S. Dick and Kunal Basu, “Customer Loyalty: Toward an Integrated Conceptual Framework,”
Journal of the Academy of Marketing Science, vol. 22, no. 2 (1994): p. 99.

! Marc Orlitzky, Frank L. Schmidt, and Sara L. Rynes, “Corporate Social and Financial Performance:
A Meta-Analysis,” Organization Studies, vol. 24, no. 3 (2003): pp. 407-408.
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1.6 Literature Review
This section presents the most relevant literature, pertaining to the research

questions. A review of literature is imperative to gain an understanding of the
research agenda and to identify research gap. The discussion on previous corporate
social responsibility literature in this study is centered on: understanding the
concept of corporate social responsibility; issues and debate in CSR; stakeholder
theory; organizational culture and CSR; customer and CSR; CSR and employee;
CSR and corporate financial performance. Based on this literature about CSR and
stakeholder theory research questions are posed and a conceptual framework for

this study is developed.

Smircich (1983)*

In his article titled “Concepts of Culture and Organizational Analysis” Smircich
labeled culture as a multi-dimensional concept that can be applied to firms,
industries or nations. The author identifies two major ways of linking culture and
organization. In the comparative management literature, culture is treated as an
independent variable and assumed to be a background factor, which affects
organizations indirectly. On the other hand, recognizing organizations as “culture
producers”, the second approach considers culture to be an “inter organizational”
variable, leading to the idea of “corporate culture”. These views advocate the
relationship between organizational culture and company success, performance

and competitiveness, and organizational effectiveness.

Arif (1990)*

In an article titled “Social Responsibility of Business: The Debate, Issues and
Performance” Arif analyzes the social responsibility concept and its different
variables with reference to Bangladesh. The primary data for the study have been
collected through survey method from 10 public and 10 private sector enterprises
situated in Chittagong district. A total number of 100 top and mid level managers

were interviewed for this study. Secondary data regarding corporate social

“2 L. Smircich, pp. 339-358.
* Anwarul Azim Arif, “Social Responsibility of Business: The Debate, Issues and Performance,”
Chittagong University Studies (Commerce), vol. 6 (1990): pp. 73-94.
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performance of the sample enterprises were collected on perusal of budget

document, annual reports, and policy guidelines.

In this paper the author tries to provide a comparative evaluation of social
responsibility performance by public and private sector enterprises in Bangladesh.
The empirical estimates of this study attempt to examine the involvement of
Bangladesh Business enterprises in various social responsibility issues like;
employee welfare, product development, community involvement, customer
protection, human resource development, and physical environment. The
discussion in this study gives us a fractional outlook of the corporate social
performance in Bangladesh since it reflected only managerial viewpoints. Here,
the author only evaluates the practice of social responsibility in Bangladesh, but

the consequence of social performances is not identified in this paper.

Griffin and Mahon (1997)*

In an article titled “The Corporate Social Performance and Corporate Financial
Performance Debate: Twenty-Five Years of Incomparable Research” Griffin and
Mahon extends earlier research concerning the link between corporate social
performance (CFP) and corporate financial performance, with special emphasis on
methodological inconsistencies. Here the authors focus on some critical issues of
CSR/ CFP relationship. First, this study focuses on a single industry, second it uses

multiple sources of data and measures regarding CSR and CFP.

By analyzing 51 previous studies authors observe that more than 78 percent
of all articles, selected populations with multiple industries. The financial and
economic measures as business benefits used in the previous studies can be sorted
into profitability, growth, asset utilization, liquidity, and market measures. The
data sources for CSR measurement mainly used are: Fortune reputation survey,
Kinder Lydenberg Domini (KLD) index, Toxic Release Inventory (TRI), and
corporate philanthropy.

* Jennifer J. Griffin and John F. Mahon, pp. 5-31.
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Margolis and Walsh (2001)*

In this book Margolis and Walsh present a compendium analysis on the Link
between a company’s Social and Financial Performance. This compendium
analysis of 95 studies covering over 30 years of research indicates a positive
relationship between corporate social performance (CSP) and corporate financial
performance (CFP). The research studies in People and Profits look at corporate

social performance as both an independent and dependent variable.

In the 80 studies evaluating whether corporate social performance
contributes to corporate financial performance, 53 percent of them point to a
positive relationship. No relationship is identified in 24 percent of the studies, 4
percent reveal a negative relationship, and the remaining 19 percent of the studies
yield mixed results. When evaluating corporate social performance as an outcome
of financial performance, again the studies support the correlation. With only 19
studies exploring this question, 68 percent of those reveal a positive relationship,
with 16 percent providing no relationship, and 16 percent concluding mixed

results.

The authors claim that this diversity in the results is caused by a variance in
the approach in which these studies were conducted, specifically variation in the
samples of firms used by researchers and in the measurements of CSP and CFP.
For instance, in order to test the relationship between CSP and CFP some
researchers relied on firms featured in Fortune’s most admired companies, or
focused only on one industry or firm size, to generalize across firms. CSP was
operationalized by using metrics like the KLD index, the total amount of charity
engaged in by the firm, and from content analyses of the company’s annual report.
CFP was measured using accounting measures such as return on assets (ROA),

market measures such as stock price, or a mix of the two.

* Joshua D. Margolis and James P. Walsh, People and Profits: The Search for a Link between a
Company’s Social and Financial Performance (Mahwah, NJ: Lawrence Erlbaum Associates, 2001).
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Mohr, Webb, and Harris (2001)*
This paper of the above authors presents the results of a research project design to
investigate what one important stakeholder, the customer, thinks about CSR. The
focus of the project includes the following questions:
1. From the customer’s perspective do corporations have a responsibility to
society?
2. If corporations are seen as having a responsibility to society, what is the
nature of that responsibility?
3. How much knowledge do customers think they have about the level of CSR
of individual firms?

4. Whether their purchase and investment decisions affected by CSR or not?

This paper begins by deriving a definition of Socially Responsible
Customer Behavior (SRCB), and to determine the prevalence of SRCB in USA.
The methods and results of this study, consisting of in-depth interviews with forty-
four American customers, are described here. Based on the coded variable
analysis, the researchers conclude that most of the respondents are positive toward
socially responsible companies. But most respondents do not regularly use CSR as
a purchasing criterion. While majority of the customers are not committed to
socially responsible customer behavior (SRCB) most have at least occasionally
make a purchase decision based on such principles. But CSR can only play a
significant impact on customer behavior when price, quality, and convenience are

same.

Orlitzky, Schmidt, and Rynes (2003)*

This article of the above authors presents a meta-analytic review of primary
quantitative studies of the CSP-CFP relationship. Providing a methodologically
more rigorous review the authors conduct a meta-analysis of 52 studies yielding a

total sample size of 33,878 observations.

“® Lois A. Mohr, Deborah J. Webb, and Katherinr E. Harris, “Do Consumers Expect Companies to be
Socially Responsible? The Impact of Corporate Social Responsibility on Buying Behavior,” The Journal of
Consumer Affair, vol. 35, no. 1 (Summer 2001): pp. 45-72.

*"Marc Orlitzky, Frank L. Schmidt, and Sara L. Rynes, pp. 403-444.
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The specific objectives of this meta-analysis are to: (1) provide a statistical
integration of the accumulated research on the relationship between CSP and CFP;
(2) assess the relative predictive validity of instrumental stakeholder theory in the
context of the CSP—CFP relationship; and (3) examine several moderators, such as
operationalization of CSP and CFP and timing of CSP and CFP measurement. The
findings in this study suggest that across studies, CSP is positively correlated with
CFP and the relationship tends to be bidirectional and concurrent. This meta-
analysis establishes a greater degree of certainty with respect to the CSP-CFP

relationship than is currently assumed to exist by many business scholars.

Smith (2003)*®

In his review article titled “Corporate Social Responsibility: Whether or How?”
Smith outlined the dangers of “do-gooding executives”—those managers who
justify CSR simply on the basis that it is morally justifiable. He argued that firm
investments in socially responsible but unprofitable ventures will ultimately lead to
the demise of the firm at worst and, at best, lead to unsustainable support for

nonprofit organizations.

Smith observes that corporate initiatives that address a company’s social
and environmental impacts that go beyond legal or regulatory requirements which
are often premised on a perceived business case in which customer perceptions and
demands drive CSR. The author argued that companies should only be responsible
to company stakeholders. So, accurate measurement of the business benefits
received from the support of social causes has taken on additional importance as
managers face pressure to justify the allocation of scarce firm resources. Indeed,
decision making concerning social initiatives has become much more strategic and
focused on providing tangible returns to the firm. Smith points out that
reputational risk is more of a concern for consumer goods where firms that have a

larger exposure to customer boycotts or negative media exposure.

* Craig N. Smith, pp. 52-76.
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Walsh, Weber, and Margolis (2003)*

Walsh, Weber, and Margolis in an article titled “Social issues and management:
Our lost cause found” provides a historical approach in examining why so little
research directly considers how organizations affect the social objectives of

society.

The study investigated the balance between social- and economic-focused
publications of the Academy of Management by examining empirical research
published from 1958 to 2000 and all research published between 1972 and 2001

linking firms’ social and economic performance, a total of 1,738 empirical articles.

The authors find that research adopting some form of human welfare as an
outcome of interest tends to focus its analysis at the individual level—85 percent
of all welfare oriented articles. Little research focuses on human welfare at the
organizational level—13 percent. And even less focus is on societal-level issues—
2 percent. The authors indicate the achievement of industry’s social objectives as
particularly salient; stating that attending to social welfare may soon match

economic performance as a condition of securing resources and legitimacy.

Cameron and Quinn (2005)*°

In this book, Cameron and Quinn used a model to assess organizational culture
named “The Competing Values Framework” which originally developed to
understand organizational effectiveness. This model determines two major
dimensions and four main clusters. The first dimension differentiates between
organizational focus (internal versus external), while the second one indicates the
preference about structure (stability and control versus flexibility and discretion).
These two dimensions form four quadrants, each representing a different set of
organizational culture indicators. Each quadrant is given a distinguishing label that
denotes its most notable cultural characteristic; clan, adhocracy, market, and

hierarchy cultures.

* James P. Walsh, Klaus Weber, and Joshua D. Margolis, “Social Issues and Management: Our Lost
Cause Found,” Journal of Management, vol. 29, no. 6(2003): pp. 859-881.

% Kim S. Cameron and Robert E. Quinn, Diagnosing and Changing Organizational Culture (New
Jersey: Prentice Hall, 2005).
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The clan culture concentrates on teamwork, employee-involvement
programs, and corporate commitment to employees. This type of organization
treats its customers as partners, and its employees as family. The adhocracy
culture is prevailing in dynamic, entrepreneur, and creative organizations where
the focus is to promote adaptability, flexibility and creativity. This kind of
organization focuses on external positioning and is most responsive to dynamic
environments. The market culture represents externally oriented organizations,
which focus on transactions with suppliers, customers, regulators and so on. The
core values that dominate these organizations are competitiveness and
productivity. The hierarchy culture is characterized by a formalized and structured
workplace, where stability, predictability and efficiency are the long-term

concerns.

In order to diagnose the dominant orientation of an organization, Cameron
and Quinn developed an instrument known as “Organizational Culture Assessment
Instrument” (OCAI), which consists of six different questions with four
alternatives. In this assessment respondents were asked to divide 100 points among
different alternatives for each question. The overall cultural profile of an
organization is then derived by calculating the average score of all statements
representing the same cultural orientation. The authors opted to base their typology
on six different dimensions: (i) dominant characteristics, (ii) organizational
leadership, (iii) management of employees, (iv) organizational glue, (v) strategic

emphases, and (vi) criteria for success.

Karim (2006)™"

Karim in his dissertation titled “Social Responsibility of Private Sector Business in
Bangladesh: A Study of Selected Enterprises” tries to investigate the diverse social
responsibility of private business enterprises in Bangladesh. The study examined

the role and importance of social responsibility of private sector in Bangladesh.

* Md. Nizamul Karim, “Social Responsibility of Private Sector Business in Bangladesh: A Study of
Selected Enterprises,” PhD Thesis, Institute of Bangladesh Studies (IBS), University of Rajshahi, 2006.
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Karim observes that the performance of social responsibility of private
sector in Bangladesh is not very satisfactory. Private sector businesses largely
neglect social responsibility to the employees, customers, government,
environment, and community as a whole. The author identifies lack of awareness
and avoidance of social responsibility of business as prime hindrance of corporate
social performance in Bangladesh.

In fact, the study evaluates social responsibility of private sector business in
Bangladesh at macro organizational level. So, the antecedents and consequences of

CSR initiatives at micro individual level were not considered rationally.

Luo and Bhattacharya (2006)

In an article titled “Corporate Social Responsibility, Customer Satisfaction, and
Market Value” Luo and Bhattacharya (2006) investigated Fortune 500 companies,
finding a direct link between CSR and customer satisfaction. Their study identified
that satisfaction mediated the relationship between CSR and firm market value.

This study develops and tests a conceptual framework, which predicts that
customer satisfaction to a certain extent mediates the relationship between CSR
and firm market value (Tobin’s Q and stock return), corporate abilities
(innovativeness capability and product quality) moderate the financial returns to
CSR, and these moderated relationships are mediated by customer satisfaction.
Based on a large-scale secondary data set, the results show support for this
framework. Notably, the authors find that in firms with low innovativeness
capability, CSR actually reduces customer satisfaction levels and, through the

lowered satisfaction, harms market value.

The study highlights the fact that the relationship between CSR and
satisfaction is not always clear-cut. Specifically, authors found that, in firms with a
low capability to be innovative, CSR actually reduced customer satisfaction levels
and, through lowered satisfaction, harmed market value. To date, the effectiveness
of banks” CSR strategies in promoting retail banking customer satisfaction is only
a little bit understood.

%2 Xueming Luo and C. B. Bhattacharya, pp. 1-18.
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Werther and Chandler (2006)

In this book Werther and Chandler define corporate social responsibility;
segregates the firm’s stakeholders into three groups: organizational, economic, and
societal; discusses various CSR pros and cons for the corporation using economic,
moral, and rational arguments; and provides reasons for CSR’s growing

importance and relevance.

The authors state that corporate leaders must strive to operate from a
multiple stakeholders’ perspective, trying to balance profits and operational
activities. A “strategic lens” concept, which includes vision, mission, strategy, and
tactics, with CSR serving as the filter, was considered one of the key ingredients in
developing a CSR strategic plan. And opportunities and constraints of external
environment, internal competencies, and organizational structure were all also
considered key components in developing a CSR strategic plan. Finally, this part
of the text discusses the firm’s CSR threshold: “the point at which CSR becomes
obviously critical to strategic success.”

Mackey, Mackey, and Barney (2007)>*

In this paper Mackey, Mackey, and Barney observe that shareholders may
occasionally have interests as well simply maximizing their wealth when they
make their investment decisions. The authors present a model that suggests the
conditions under which firms will take on socially responsible activities, even if
those actions lessen the present value of a firm’s cash flow.

Adopting definitions of CSR that focus on voluntary firm actions designed
to improve social or environmental conditions and the market definition of firm
performance, the authors develop a simple model of supply and demand for
opportunities to invest in socially responsible firms. The model seeks to verify
whether socially responsible investing will enhance, shrink, or have no impact on a
firm’s market value. The findings disclose that if the demand for socially

% W. B. Werther Jr. and D.A. Chandler, Strategic Corporate Social Responsibility (New York: Sage
Publications, 2006).

* Alison Mackey, Tyson B. Mackey, and Jay B. Barney, “Corporate Social Responsibility and Firm
Performance: Investor Preferences and Corporate Strategies,” Academy of Management Review, vol. 32, no. 3
(2007): pp. 817-835, www.unpri.org/files/Article%201_November.pdf (accessed on 08 October, 2011)
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responsible investment opportunities is greater than the supply, then economic
value will be created. However, the authors caution that if supply exceeds demand,
the reverse impact on firm value may take place.

Belal (2008)*°

The core objective of the study in this book is to explore the emerging practice of
CSR reporting in developing countries with particular reference to Bangladesh.
Using the lens of stakeholder theory the author examined whether the current
practice of CSR reporting in Bangladesh is provoked by the desire to discharge
accountability to all relevant stakeholders or it is driven by a concern with strategic
management of powerful stakeholders only.

This is the first comprehensive study on Bangladeshi CSR reporting in that
it has made a reasonably large survey of social, ethical and environmental
disclosures contained within the annual reports of 87 economically significant
Bangladeshi companies. The study has adopted a qualitative approach, which is
able to provide a richer explanation by exploring the meaning and implications of
CSR reporting. This study has contributed to the CSR reporting literature by
exploring managerial perceptions via in-depth interviews with 23 corporate
managers in Bangladesh. Although the focus of this study is predominantly on
Bangladesh perspectives on CSR reporting in other developing countries have
been also provided.

Crane, Matten, and Moon (2008)°
In this book Crane, Matten and Moon provide a rich and multi-faceted depiction
that explores three relations of citizenship—corporations as citizens, corporations as

governors of citizenship, and corporations as arenas of citizenship for stakeholders.

The first relationship they explore focuses on corporations as citizens. Here,
the authors examine the ways in which corporations, like other citizens in

democracies claim entitlements based on their status, and participate with other

% Ataur Rahman Belal, Corporate Social Responsibility Reporting in Developing Countries: The Case
of Bangladesh (Hampshire: Ashgate Publishing Limited, 2008).

% Andrew Crane, Dirk Matten, and Jeremy Moon, Corporations and Citizenship (Cambridge:
Cambridge University Press, 2008).
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members in political processes. In the second relationship between corporations
and citizenship, they consider the ways in which corporations are acting as if they
were governments and are responsible for the delivery of public goods and for the
allocation, definition and administration of rights. The third relationship between
corporations and citizenship introduces a rather different perspective upon
corporations as it envisages conditions whereby corporate action itself can shape
opportunities for corporations’ stakeholders to act as if they were citizens in
relation to the corporation. The main focus in this book, then, is on how
corporations constitute an arena in which people can engage in citizenship
processes, which may include engagement concerning the definitions of their

status and entitlements.

McDonald and Rundle-Thiele (2008)°’
In this paper McDonald and Rundle-Thiele review the literature on CSR effects
and customer satisfaction, noting gaps in the literature. A series of propositions is

put forward to guide future research endeavors.

The purpose of this paper is twofold. First, the paper explores the
relationship between CSR and customer outcomes, and then discusses the current
state of research on CSR and customer satisfaction, noting gaps in the literature.
Second, propositions are put forward promoting an agenda that encourages
researchers to consider the relative impact of CSR on customer satisfaction

compared to alternative initiatives that more directly benefit the customer.

Carroll and Buchholtz (2009)®

In this book a complex understanding of the range of responsibilities that reside
with businesses was outlined in the “four-part model of corporate social
responsibility” suggested by the authors. That provided a framework which
contemplated four components of CSR. On this understanding, the four

components could be seen to be structured in layers, which build on each other

*" Lynette M. McDonald and Sharyn R. Rundle-Thiele, pp. 170-182.
%Archie B. Carroll and Ann K. Buchholtz, Business and Society: Ethics and Stakeholder Management,
(7th ed. Mason, OH: South-Western Cengage Learning, 2009).
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from a broader base to a narrower upper-level stratum. Carroll’s CSR pyramid, one
of the best-known CSR models, presents company’s social obligations as

comprising economic, legal, ethical and philanthropic responsibilities.

The four-part CSR model initiated by Carroll portrays the four components
of CSR, beginning with the basic building block of economic performance. At the
same time, business is expected to obey the law Legal responsibility involves
businesses complying with country’s laws and regulations. Next is business’s
responsibility to be ethical, those standards, norms, and expectations that reflect a
concern for what customers, employees, shareholders and the community regard as
fair, just and respectful of stakeholders® moral rights. Finally, philanthropic
responsibility was the expectation that businesses be good corporate citizens,

actively engaging in programs to promote human welfare and goodwill.

The authors summarized, the total social responsibility of business entails
the simultaneous completion of the firm’s economic, legal, ethical, and
philanthropic responsibilities. In equation form, this might be expressed as

follows:

Economic Responsibilities + Legal Responsibilities + Ethical Responsibilities +

Philanthropic Responsibilities = Total Corporate Social Responsibility.

Glavas (2009)*°

Glavas in his dissertation titled “Effects of Corporate Citizenship on Employees:
Why Does Doing Good Matter?” explores how an employee’s perception of their
company’s corporate citizenship influences their experiences at work. In this study
two surveys were constructed to measure an employee’s perception of their
company’s corporate citizenship, and the implication of corporate citizenship to

the employee.

% Ante Glavas, “Effects of Corporate Citizenship on Employees: Why Does Doing Good Matter?” PhD
Thesis, Department of Organizational Behavior, School of Graduate Studies, Case Western Reserve University,
20009.
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Survey responses from employees were analyzed with regression and
structural equation modeling. Overall, 347 employees from six companies from
North America participated in the survey. 86 percent of the respondents were from
the USA while 14 percent were from Canada. In this study that author
hypothetically expects that employees who perceive higher levels of corporate
citizenship will report higher levels of engagement, high quality -connections, and
creative involvement. In addition, the importance of corporate citizenship to the
employee should moderate those relationships. Empirical estimates of his study
indicate that employees are more engaged, develop higher quality relationship, and
are more creatively involved when they perceive their company to be a good

corporate citizen.

Philipp Schreck (2009)%°
The study in this book was first accepted as a doctoral thesis by the Munich School

of management at the Ludwig Maximilians University.

In this book Schreck tries to show why earlier investigations found
incongruous results by assuming a direct link between corporate social
performance and profit. In compare to that, he develops a broader frame of
reference which includes diverse components of CSR as well as several

determinants of its relation to economic performance.

His empirical study is based on a new data base. Data are drawn from
Oekom Research AG, which have not been used for scientifically rigorous studies
up till now. Coupled to a theoretically sound study, the author uses an effective
econometric approach. The empirical estimates of his study indicate that one
cannot suppose a generic positive relation between CSR generally and profits. But
there is evidence of such a relation for CSR’s individual components. Another
finding is that in contrast to what has often been assumed from a neoclassical

perspective, there is no significant negative relation between CSR and profit.

% Philipp Schreck, The Business Case for Corporate Social Responsibility: Understanding and
Measuring Economic Impacts of Corporate Social Performance (Heidelberg: Physica-Verlag, 2009).
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Arli and Lasmono (2010)%

A paper on the title “Consumers’ Perception of Corporate Social Responsibility in
Developing Country” examined customer awareness toward CSR in developing
country of Indonesia, signifying that CSR is still a concept waiting to be applied in

developing countries.

Empirical estimates of this study indicate that CSR is not yet a decisive
factor in buying a product from a company. Customers are often unaware and not
ready to give a hand towards CSR. This is the opposite finding of customer
perception in developed countries, where most customers are willing to support
CSR launched by corporations. However, an interesting finding appears in this
study, when customers have to buy similar products with the same price and
quality, CSR could be the determining factor. They would buy from the firm that

has a socially responsible reputation.

Carroll and Shabana (2010)%

In an effort Carroll and Shabana concluded an extensive literature review and
claim that the business case for CSR refers to the arguments that offer lucid
rationalization for CSR initiatives from a primarily corporate financial standpoint.
Business case point of view contend that firms which engage in CSR activities will
be rewarded by the market in economic and financial terms. A slender view of the
business case justifies CSR initiatives when they generate direct and clear links to
firm financial performance. By contrast, the broad view of the business case
justifies CSR initiatives when they create direct and indirect links to firm
performance. The broad view of the business case for CSR enables the firm to
improve its competitive advantage and create win-win relationships with its

stakeholders.

® Denni 1. Arli and Hari K. Lasmono, “Consumers’ Perception of Corporate Social Responsibility in
Developing Country,” International Journal of Consumer Studies, vol. 34 (2010): pp. 46-51.

% Archie B. Carroll and Kareem M. Shabana, “The Business Case for Corporate Social Responsibility:
A Review of Concepts, Research and Practice,” International Journal of Management Reviews, (2010): pp. 85—
105.
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The authors demonstrate the benefits of CSR are not all the same, and
effective CSR initiatives are not generic. Efficient CSR rests on developing the
proper CSR strategy where CSR actions are those directed at improving
stakeholder relations and, simultaneously, improving social wellbeing. To devise a
winning CSR strategy, firms must comprehend the benefits of CSR. The
justification for the business case for CSR may be categorized under four
arguments: dipping cost and risk; strengthening legitimacy and reputation;
building competitive advantage; and creating win-win situations through
synergistic value creation. The authors argue that the impact of CSR on firm
financial performance is not always favorable. Only when firms are able to pursue
CSR activities with the support of their stakeholders can there be a market for

virtue and a business case for CSR.

Freeman, et al. (2010)

In this book Freeman, et al attempt to explain and assess stakeholder theory in
comprehensive manner. The authors observe that the stakeholder theory literature
seems to represent a rapid departure from the customary understanding of business
as a medium to maximize shareholder’s wealth and the stakeholder view is a more
useful way of understanding modern capitalism. The authors examine work in
business ethics where the stakeholder idea has had a major impact. By looking at
the concept of corporate social responsibility and the way in which stakeholder
theory has been used to set out more useful models of this idea they end with the
suggestion that corporate social responsibility can more usefully be interpreted as

“company stakeholder responsibility,”

Freeman, et al point out that the basic idea of creating value for
stakeholders is quite simple. Business can be understood as a set of relationships

among groups which have a stake in the activities that make up the business. In

% R. Edward Freeman, et al. Stakeholder Theory: The State of the Art (Cambridge: Cambridge
University Press, 2010).
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this book the authors classify stakeholders in two categories. Business is about
how customers, suppliers, employees, financiers (stockholders, bondholders,
banks, etc.), communities, and managers interact and create value. Almost every
business is concerned at some level with relationships between financiers,
customers, suppliers, employees, and communities. Authors label these groups as

primary stakeholders.

They also argue that if a group or individual can affect a business, then the
company must take that group into consideration in thinking about how to create
value. So, a stakeholder is any group or individual that can affect or be affected by
the realization of an organization’s purpose. At a minimum some groups like
government, media competitors, special interest groups, and customer advocate

groups affect primary stakeholders are labeled as secondary stakeholders.

Jasim (2010)*

Jasim in his dissertation titled, “Corporate Social Responsibility of Islamic
Banking: A Study of Two Banks in Bangladesh” tries to examine the present status
of CSR activities of Islami Bank Bangladesh Ltd (IBBL) and Al-Arafah Islami
Bank Ltd (AIBL).

Through his study he exert an effort to review the pattern and culture of
CSR of IBBL and AIBL with reference to their contributions toward all major
stakeholders like shareholders, customers, employees, government, and

environment.

The study is concerned with the CSR of Islamic banking covering only two
banks. The researcher focuses on the growth trends and performance of Islamic
banks in Bangladesh and their motives, objectives, and role in CSR activities. But,
any appropriate CSR measurement technique is not introduced in this dissertation

and the consequences of CSR activities also avoided.

® Md. Kamaluddin Jasim, “Corporate Social Responsibility of Islamic Banking: A Study of Two Banks
in Bangladesh,” PhD Thesis, Institute of Bangladesh Studies (IBS), University of Rajshahi, 2010.
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1.7 Justifications of the Study
This section provides justification as to why researching CSR with a special focus

on its antecedents and implications for individual stakeholders in the banking
sector in Bangladesh is necessary. To understand the CSR phenomenon, an
extensive literature review was conducted. CSR in Bangladesh is a new research
area, as most of the literature favors developed and industrialized nations, and
gives little empirical evidence and attention to the developing economies. This
widespread review of literature justifies CSR research into banking sector in
Bangladesh for theoretical, methodological, and contextual reasons; and lack of

empirical evidence from Bangladesh.

1.7.1 Theoretical Justification
Although CSR is not a new concept, it remains an indefinable notion for

academics and a contested issue for companies and their stakeholders. Currently,
there appears to be significant disagreement about what the term CSR means, and
how, or why it should be implemented. A number of specific factors may have
been instrumental in generating the vast amount of theories, concepts, models, and
themes have emerged over the last half a century. These issues, in turn, arise out of
a broader debate about the role of the business in society. Despite the variety of
understandings, antecedents and consequences of CSR is still inconclusive. Many
argue that a common conceptual framework of CSR is still lacking. Because CSR
is a complicated area of research, it is unlikely that one particular view can fully
explain the phenomena. Therefore, this study examines the three main views
namely business case for CSR, strategic CSR, and stakeholder theory within its

research framework.

1.7.2  Methodological Justification
Research on the business case for CSR has been largely dominated by quantitative

methods for the last four decades. Two important issues identified in the literature
review are the multiple quantitative dimensions used to measure CSR and
corporate financial performance as business benefits of CSR. Because of the

complexity of the subject, a number of researchers suggested for using qualitative
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methods. Therefore, this study is taking initiative to add up to qualitative empirical
data regarding organizational culture, perceived CSR measurement, customers’

attitude, and employees’ attitude.

1.7.3 Contextual Justification
Although extensive research into the CSR phenomenon has been undertaken in

developed and industrialized countries, and Western CSR models have been
widely applied, these are through the lens of others. Researchers recognized that
the adopted Western-based CSR practices with