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Abstract: Corporate social responsibility has been an emerging issue all around the world after 90’s. On the
other hand, effect of leadership on feeling and behaving responsibly toward society is incontrovertible. Thus,
the question asks which type of leadership would be more effective on the corporate social responsibility
practices toward employees of a firm. Hence this research aims to investigate the leadership style influence on
the level of CSR practices toward employees. We have collected data from 197 employees of various private
corporations in Kurdistan Region of Irag. Further, we have proposed structural equations modeling to
understand the level of impact. The results have shown us that ethical leadership plays much more significant
role in CSR practices toward employees than transformational leadership does.

Keywords: Corporate Social Responsibility, CSR Practices, CSR to Employees, Leadership, Leadership vs
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1. Introduction

Organization is a tool that attracts people to create an output for the economy to increase its shareholders
and stakeholders’ portion as a valued asset (Certo & Certo, 2012). Shareholder of a company is owner of
the shares or real investors of a company (Jones, 2013). And the stakeholders are managers, employees,
suppliers, financial and local institutions, governmental agencies, etc., who impact and could be impacted
by the activities of an organization in the market (Freeman et al., 2004; Jensen, 2001; McWilliams &
Siegel, 2001). In this respect, businesses exist to survive and increase their portion from the market.
Scholars asserting that social activities increase the awareness of a company in society and provide new
awareness and attraction for their businesses (Lai et al., 2010). According to governmental regulations,
some of the social activities or responsibilities (like; safety in the workplace, healthy production processes,
environmental protection, fair wages, and prices, etc.) have a mandatory level to be followed by the
companies (Moser & Martin, 2012; Ramdhony, 2018). Apart from these rules, companies have to find an
optimum level to fulfill social activities in the market (Freeman, 1999). On one side they have to increase
the profit of the shareholders, on one side they have to satisfy stakeholders and on the other side they can
find a profitable point or level to meet social activities for the sake of the public, where they operate (Lee,
2011; Moore, 2001; Waldman et al., 2006).

Further, Leaders role, for accepting new values or principals in the workplace is crucial (Hardjono &
Marrewijk, 2001). For being role model or charismatic side; and their ethical or servant characteristics
leaders are more responsible to imply and follow new culture or values in the organizations (Jones, 2013;
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Groves & LaRocca, 2011). Because of its moral dependability and inner obligations or responsibilities,
ethical leaders are relatively tended to be more socially responsible in the organizations (Kanungo &
Mendoca, 1996).

Moreover, in the current literature, there are enough empirical studies about the impacts of
transformational and ethical leadership on employee performance, commitment and turnover intentions or
the advantages of CSR activities of businesses in the society. But little is known about the differences of
CSR responsibilities between the transformational and ethical leadership styles and their effects on the
employees. In this context, one of the aims of the current paper is to examine leadership effects on the
social responsibility of the organizations and the secondary purpose of the study is to investigate
employee’s perceptions on the social responsibility in the Sulaymaniyah city of Kurdistan Region of Iraq.
To clarify this important research gap in the Sulaymaniyah, 197 employees from various private
institutions have been asked to fill a questionnaire in this issue. The data has been processed through
structural equations modeling to test the impact of both leadership styles on the CSR practices toward
employees. The results show us that ethical leadership had much more impact on the CSR practices toward
employees than the transformational leadership style does.

2. Literature Review
2.1 Corporate Social Responsibility (CSR)

Socially responsible activities of any company represent their awareness about the environment they
operate (Trong Tuan, 2012). Scholars noted CSR activities provide following positive advantages for the
organizations in the market; financial performance (Agan et al., 2016; Akin & Yilmaz, 2016; McGuire et
al., 1988), employee engagement, commitment and satisfaction (Gross & Holland, 2011; Gupta, 2017),
enlarged public awareness (Mendibil et al., 2007; Nelson, 2008) customer satisfaction and repurchase
intention (Lee & Shin, 2010; Pérez et al., 2013; Tong & Wong, 2014) and finally increased organizational
effectiveness (Arendt & Brettel, 2010; Gupta & Sharma, 2016; Zahra & LaTour, 1987). Drawing on these
outcomes some of the definitions of CSR are as followed;

o McWilliams et al. (2006) define it as “situations where the firm goes beyond compliance and
engages in actions that appear to further some social good, beyond the interests of the firm and
that which is required by law”

e Guarnieri and Kao (2008) define it as “the continuing commitment by business to behave ethically
and contribute to economic development while improving the quality of life of the workforce and
their families as well as the local community and society at large.”

e Aguinis and Glavas (2012) define it as “social activities of the organizations among organizations,
employees and public.”

e ElGhoul etal. (2019) define it as “a company’s social or environmental behavior that goes beyond
the legal or regulatory requirements.”

In this context, this paper is going to summarize CSR as companies’ awareness and efforts for being
environmental-friendly and to support extra activities of the public (people inside and outside of the
company) to increase their prosperity and welfare. Additionally, Carroll (1999) noted four steps to follow
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in CSR activities, namely; profit oriented economical responsibilities, law-oriented legal responsibilities,
moral and ethics-oriented social activities, socio-cultural extra activities of the companies.

2.2 Transformational Leadership

Transformational leaders effect their followers by constructive communication and define a clear vision
for everyone in the company (Burns, 1978; Bass, 1990; Groves & LaRocca, 2011). In addition, they try to
inspire subordinates to meet the expectations and act more for the organization (Bass & Avolio, 1993).
Further, four main characteristics of transformational leaders were defined as (Avolio, 1999; Bass, 1990);
Idealized behaviors, the charismatic side of the leaders, which involves being role model for the followers.
Inspirational motivation comprises their clear expectation about the vision of the company, the future of
the followers and their consistent positive behaviors and communications. Intellectual stimulation
represents their encouragements to take responsibility to solve problems or to be innovative in the
company. And finally, individualized consideration includes leaders’ behaviors to understand the needs
of employees and providing trainings according to these needs.

In line with their characteristics, Groves & LaRocca (2011) noted transformational leaders use universal
values and emphasize mainly the importance of justice, honesty, equality and human rights for the
common vision, follower’s attraction and organizational change instead of obedience and punishment.

Regarding the relationship between transformational leadership and employee performance over corporate
social responsibility; Groves and LaRocca (2012) found that followers’ positive perception about the
company’s corporate social responsibility partially mediates the relationship between transformational
leadership and employees’ extra efforts. Du et al. (2013) revealed that transactional leadership has stronger
positive effects on CSR and organizational outcomes in comparison to the transformational leadership
style. Additionally, Khan et al. (2018) noted that transformational leaders socially responsible efforts in
the company positively affects employee’s performance.

2.3 Ethical Leadership

Riggio et al. (2010) puts forward that ethical leader is someone, who has four fundamental virtues to follow
in the organizations (Budur, 2018). These virtues are, according to Plato and Aristotle namely; prudence,
fortitude, justice and temperance that have similarity to Al-Ghazali’s concept of pleasant ethics, which are
wisdom, justice, temperance and courage (Budur, 2018). Further, Trevino et al. (2003); Brown et al. (2005)
and Kanungo (2001) noted that ethical leadership is the leader’s ethical conducts that comprise two-way
communications, personal and interpersonal connections, behaviors and decision procedures that affect
others according to ethical concept and rules in the workplace.

Concerning the ethical leadership, CSR and employee performance relationship; aforementioned scholars
found a positive correlation between ethical values and employee’s commitment and performance in the
workplace (Budur, 2018; Riggio et al., 2010). Gao and He (2017) revealed that ethical leadership increase
citizenship behaviors of the employees over CSR. Lin and Liu (2017) noted that while turnover intention
and burnout negatively affected, CSR and work engagement are positively moderated by ethical
leadership.
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3. Methodology

The aim of this study is to test the impact of ethical leadership and transformational leadership on the CSR
practices of the corporations toward the employees. To do this, we have collected 197 data from various
corporations located in Kurdistan Region of Irag. The collected data has been validated through reliability
and validity analysis. Secondly, we have proposed structural equations modeling to test the hypothesis.
The questionnaire of this study was adopted from the various studies. The questionnaire includes four
dimensions such as Ethical leadership (10 questions), transformational leadership (12 questions), and
corporate social responsibility of firm toward NGOs in Kurdistan Region of Iraq (3 questions). Please see
Figure 1 for the model of the study.

Respondents, who were employees mainly, have been asked to rate their perceptions for each question.
They have rated questions based on the Likert scale that ranged from 1 (strongly disagree) to 5 (strongly
agree). The questions were both in Kurdish and in English which were translated by an expert who was a
member of academic staff in English language teaching department of Tishk International University
(formerly known as Ishik University).

Ethical Leadership
CSR to Employees
Transformational
Leadership

Figure 1: Model of the Study

4. Data Analysis and Findings
4.1 Reliability and validity analysis

In this section, we have tested the reliability of the questionnaire through Cronbach’s Alpha and validity
through confirmatory factor analysis (CFA) and discriminant and convergent validity. The results of
Cronbach’s Alpha have revealed that the value of ethical leadership was 0.945, transformational leadership
was 0.961, and CSR to employees was 0.881.
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Further, in order to test the validity further, confirmatory factor analysis has been proposed. Comparative
and absolute model fit values were tracked. It was observed that comparative fit indexes such as CFI (0.95)
and Trucker-Lewis’ coefficient (TLI, 0.94) were above the threshold values (Olobatuyi, 2006).
Furthermore, concerning absolute fit indexes, chi-square (X2/DF, 2.137), root mean square error of
approximation (RMSEA, 0.073), good fit index (GFI, 0.85), and adjusted good fit index (AGFI, 0.80)
were also at the acceptable levels (Marsh & Hocevar, 1988; Byrne, 2013).

Table 1: Discriminant and convergent validity

CR AVE TL EL CSR to Employees
TL 0.963 0.686 0.928
EL 0.957 0.688 0.905 0.930

CSR to Employees 0.884 0.717 0.667 0.714 0.847
CR: composite reliability, AVE: Average variance extracted, a: Square root of average variance
extracted in bold, b: Correlation coefficients not in bold.

Discriminant and convergent validity are another strong determinant. Moreover, convergent validity
shows whether each construct is close to each other to become a questionnaire. Besides, Discriminant
validity shows whether each construct is away from each other not to have any multicollinearity problem.
Discriminant validity is considered to be achieved in case squared root of average variance extracted has
value that is above the correlation coefficients of each dimension.

Given in the table above, it has been observed that the squared root of average variance extracted of
transformational leadership (TL), ethical leadership (EL), and corporate social responsibility to employees
(CSR to Employees) have been respectively 0.928, 0.930, 0.847 which were above the correlation
coefficients between each construct. Hence, the discriminant validity has been achieved. However, there
have been sufficient relationship between each two variables so that the convergent validity also has been
achieved. Finally, the composite reliability (C.R.) and average variance extracted (AVE) had also
sufficient values to conclude that the constructs are valid and reliable.

4.2 Measurement of model analysis

As the validity and reliability of the questionnaire has been positive, the hypothesis can be tested via
structural equations modeling (SEM). In this section, we have tested the impact of transformational and
ethical leadership on the corporate social responsibility of a firm toward employees. To do this, maximum
likelihood has been selected as model.

Table 2: Model analysis results

Estimate S.E. C.R. P
CSR Employees <--- EL 0.773 0.23 3.321 kel
CSR Employees <--- TL 0.165 0.24 1.996 0.04
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Table 2 and Figure 2 illustrate path coefficients with its significance level, the directions and the direct
effects between related constructs. Given in the concerning table and figure, it has been observed that
ethical leadership (EL) had significant impact on the corporate social responsibility toward employees
with (B= 0.773, t= 3.321, P<0.01). Further, transformational leadership (TL) had positively and
significantly influenced corporate social responsibility practices toward employees (B= 0.165, t= 1.996,
P<0.05). Therefore, H1 and H1 have been accepted. Finally, it can be revealed that the leadership styles
explained 52 percent of overall variance.

5. Conclusion

The aim of this research was to elaborate the impact of ethical leadership and transformational leadership
on the corporate social responsibility practices toward employees. To do this, we have collected data from
197 employees of various private corporations. The data has been collected via survey questionnaire. The
analysis has been proposed via structural equations modeling.

The results show that ethical leadership, which has 0.773 coefficient value, has much significant impact
on the CSR practices toward employees. Besides, it has been observed that the impact of transformational
leadership on the CSR practices toward employees has been very little comparing to transformational
leadership. The main reason behind this finding might be the ethical leaders care about ethical and social
issues of a corporation as well as the organizational goals of the corporations. However, it must also be
known that CSR practices toward employees would have very positive impacts on the achievement of
organizational goals. The issue can be considered in the next researches in this field.

Although many scholars suggested that the CSR activities provide following positive advantages for the
organizations in the market; financial performance (Agan et al., 2016; Akin & Yilmaz, 2016; McGuire et
al., 1988), employee engagement, commitment and satisfaction (Gross & Holland, 2011; Gupta, 2017),
enlarged public awareness (Mendibil et al., 2007; Nelson, 2008) customer satisfaction and repurchase
intention (Lee & Shin, 2010; Pérez et al., 2013; Tong & Wong, 2014) and finally increased organizational
effectiveness (Arendt & Brettel, 2010; Gupta & Sharma, 2016; Zahra & LaTour, 1987), this study found
out that ethical leadership style is better option for these kinds of practices in Kurdistan Region of Irag.

As every research, this study also contains some limitations. First, the data has been collected only from
197 employees which should be increased in the further researches. Secondly, the study has been
conducted in Sulaimani, Kurdistan Region of Irag and cannot be generalized to all Irag. In the next studies,
the researchers can collect data from all around the country in order to see the whole picture in the region.
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