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Abstract

Background: Corporate social responsibility (CSR) has been studied extensively in developed countries. However,
although most of the world’s consumers live in developing countries, the study of CSR in developing countries in
general, and in Bolivia in particular, still is very limited. Developing countries are characterized by widespread
poverty, corruption, inequality, social exploitation, and environmental pollution and, consequently, offer abundant
opportunities for CSR. In addition, research on CSR in developing countries has the potential to promote equality,
social justice, transparency, and accountability by holding frequently irresponsible local and international
organizations to account. For that purpose, this study explores the nature of CSR practices and their effectiveness in
influencing consumer attitudes in Bolivia as the least developed among the developing countries in the Americas.
To this end, this study uses data collected in Bolivia through both structured surveys (quantitative data) and
unstructured questionnaires/in-depth interviews (qualitative data). Using structural equation modeling of the
quantitative data on two product categories and multiple brand contexts from 1016 consumers, this study tests a
series of hypotheses on the consequences of CSR practices in developing countries. The results indicate that CSR
practices exert both a direct influence on customer satisfaction and an indirect, mediated influence on customer
loyalty. Moreover, the results of qualitative data analysis suggest that multinational companies and young managers
are leading the way in implementing CSR practices in Bolivia. Managerial implications are discussed.
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Introduction

The 2008 global financial crisis has increased the trend for
organizations to identify themselves as responsible and
trustworthy. For example, according to Bhattacharya
(2009), many organizations have come to pursue activities
to measure and reduce their carbon footprint, thus in-
creasing their value to society. On the management level,
organizations are moving away from a firm-centric type of
strategy determined solely by executive boards, to a more
inclusive type of cooperative value creation emphasizing
cooperation with stakeholders (Bhattacharya 2009). Cor-
porate social responsibility (CSR) practices that benefit
direct and indirect stakeholders such as customers, em-
ployees, society, and the environment are a key pillar in
this trend toward cooperative value creation. Such CSR
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practices may appear as selfless actions, but they have the
potential to benefit firms through positive stakeholder re-
actions beneficial to the organization. For instance, CSR
practices cause consumers to feel proud to be affiliated
with the focal, apparently socially responsible company
and thus strengthen consumers’ brand identification,
which can lead to greater sales and revenues (Bhattacharya
and Sen 2004).

While the literature on CSR predominantly focuses on the
effects of CSR in developed countries, there is a gap in ex-
ploring the effects of CSR in developing countries. Accord-
ing to Pisani et al. (2017), less than 10% of the CSR
literature primarily focuses on developing countries, poten-
tially due to less public pressure on firms to report CSR
practices in developing countries (Ali 2017), thus reducing
the availability of CSR data for scholarly research. In line
with this assumption, research finds that firms in developing
countries tend to report CSR practices only reluctantly upon
pressure from powerful stakeholders such as government
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agencies (Hossain et al. 2017) and international stakeholders
(Jamali et al. 2017).

As developing countries comprise the majority of the
world’s population, generating knowledge of the role of
CSR in developing countries would be highly relevant to
managers and policy-makers. In particular, virtually no
studies illuminate the effects of CSR practices by com-
panies in Latin American countries (Haslam 2007). Fur-
thermore, Pisani et al. (2017) report that the CSR
literature includes only 43 studies on Latin American
countries and has not yet addressed a few Latin Ameri-
can countries such as Bolivia. According to De Olivera
(2006), CSR in Latin America has been shaped heavily
by socio-economic and political conditions that aggra-
vate environmental and social problems such as defor-
estation, unemployment, inequality, and crime. Thus,
CSR practices are regarded as hope for positive change
in the face of persistent poverty, environmental degrad-
ation, corruption, and economic stagnation.

In the specific case of Bolivia, the least developed
country in the Americas (IMF 2017), CSR practices ar-
rived 20 years ago. Since then, Bolivian organizations
have come to understand that CSR practices consist of
not only philanthropy but of a holistic management sys-
tem that adds value to stakeholders (Sanchez 2016). Al-
though many Bolivian organizations nowadays attempt
to include CSR practices in their marketing strategy,
there is a lack of research to determine whether those
practices have any influence on Bolivian consumers and
thus on whether those practices have the potential to
pay off financially.

To fill this significant gap in the CSR literature, where
studies on developing countries are scarce, our study ex-
plores the influence of CSR practices on consumer atti-
tudes in Bolivia as a developing Latin American country
that has not yet been studied. For that purpose, we de-
velop a model (see Fig. 1) that describes the influences
of CSR practices (recycling convenience, eco-friendly
practices, and ethical behavior) on customer satisfaction
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and customer loyalty. To test this model, we perform
structural equation modeling of original quantitative
data on two product categories collected from 1016 con-
sumers in Bolivia. To provide further verification of our
results and to extend these results with local practitioner
expertise, we also use qualitative data collected through
in-depth interviews with CSR experts in Bolivia.

Theoretical background and hypotheses

Theoretical foundation

According to Rahman (2008), there is no dominant the-
oretical perspective for the study of CSR practices. How-
ever, Rahman (2008) suggests three main approaches to
studying CSR practices: political economy theory, legit-
imacy theory, and stakeholder theory. Although other
theories exist (such as decision-usefulness theory, posi-
tive accounting theory, and agency theory), Gray et al.
(1995) argue that those theories are not useful for the
study of CSR practices because CSR is motivated by
market failures and the desire to change current busi-
ness practices. Bowen (1953) propose that managers
should be responsible for their actions in a sphere wider
than the profit-and-loss statement. As a consequence,
according to Castaldo et al. (2009), several schools of
managerial thought have emerged, and most of the con-
ceptualizations of CSR relate to stakeholders.

A review from Frynas and Yamahaki (2016) finds that
stakeholder theory dominates the study of external
drivers of CSR practices. According to Freeman (1994),
stakeholder theory relates to the study of interest groups
that can affect, or be affected by, the firm’s activities,
such as customers. Specifically, according to Berman
et al. (1999), stakeholder theory suggests that firms are
interested in their consumers because consumers react
to corporate behaviors and increased purchases by con-
sumers drive financial performance. Marketing studies
have applied stakeholder theory when studying the ef-
fects of CSR types such as environmental protection,
community volunteer activities, natural resource saving,
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and social charities (Handelman and Arnold 1999; Quazi
and O’Brien 2000). Some of these studies find evidence
of an influence of CSR practices on consumer behavior
(Bhattacharya and Sen 2004; Haddock-Fraser and Tour-
elle 2010; Maignan 2001), consumer product responses
(Brown 1998), and purchase intentions (Barnes et al.
2005). Conversely, consumers’ ethical values and expec-
tations for CSR practices also influence manager atti-
tudes (Mandhachitara and Poolthong 2011). Therefore,
this stream of literature suggests that stakeholder theory
relates to consumers (Berman et al. 1999) and thus is
appropriate for the study of CSR practices and their rela-
tionships with marketing outcomes such as customer
satisfaction.

In addition to stakeholder theory, signaling theory
may serve as an alternative framework for the study of
the customer impact of CSR practices. Signaling theory
emphasizes that information influences consumer
decision-making processes. Consumers make decisions
based on public information, which is freely available,
and private information, which is available for only a
part of the public. According to Connely (2011), infor-
mation asymmetries arise between those who hold pri-
vate information (firms) and those who potentially
could make better decisions if they had it (consumers).
Thus, signaling theory is concerned with reducing such
information asymmetries between firms and con-
sumers. Some marketing studies argue that organiza-
tions adopt CSR practices to signal intangible attributes
to their consumers (Frombrun et al. 2000; Su et al.
2016) and that consumers value the intangible attri-
butes which CSR practices convey (Surroca et al. 2010).
Moreover, in developing countries, due to the lack of
quality information on capital, labor, and product mar-
kets, firms tend to form closed networks to better con-
trol information (Miller et al. 2009). Thus, CSR
practices have the potential to effectively signal intan-
gible attributes to consumers. For instance, according
to Doh et al. (2016), multinational firms in developing
countries pursue CSR practices as a signaling mechan-
ism to (a) gain legitimacy, (b) overcome liabilities of
foreignness, and (c) obtain a license to operate. In line
with this argument for a strong effect of CSR practices
on consumer attitudes in developing countries, con-
sumer culture theory (Arnould and Thompson 2005)
suggests that consumer behavior in general (not only
concerning CSR) converges across countries as the
Internet improves access to information and consumers
align their identities with the structural imperatives of a
consumer-driven global economy. Therefore, we pre-
dict considerable effects of CSR practices on customer
satisfaction and loyalty even in the hitherto unexplored
context of Bolivia as the least developed country of the
Americas (IMF 2017).
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Effects of CSR practices on customer satisfaction (H1)
Based on the above theoretical foundation, we posit that
firms use CSR practices to increase customer satisfaction
and consequential customer loyalty (stakeholder theory,
signaling theory). We also posit that these effects, com-
pared to the abundant research results in developed
countries, are of a similar (consumer culture theory) or
even greater magnitude (signaling theory) in developing
countries.

The global CSR literature strongly supports influences of
CSR practices on consumer attitudes and purchase inten-
tions, although most of these studies focus on developed
countries. Chung et al. (2015) suggest that consumers
evaluate organizations and products in terms of their CSR
practices. Moreover, different studies find that CSR prac-
tices have a significant influence on customer-related out-
comes (Bhattacharya and Sen 2004). For example, Creyer
and Ross (1997) find that CSR practices influence con-
sumers’ purchase decisions. Additionally, according to
Creyer and Ross (1997), consumers are willing to pay
higher prices to reward organizations’ CSR practices.
Moreover, according to Luo and Bhattacharya (2006), cus-
tomers derive value and consequently higher satisfaction
from products that are made by socially responsible orga-
nizations. In addition, Bhattacharya and Sen (2004) suggest
that CSR practices make consumers perceive an
organization to have a better reputation, a stronger per-
sonal connection, and a higher fit between the
organization and their personal causes. Furthermore,
Maignan and Ferrell (2001) suggest that CSR practices
have a positive impact on a consumer’s evaluation of prod-
ucts. Similarly, Brown and Dacin (1997) propose that CSR
associations influence product evaluations through the or-
ganization’s image. Moreover, de los Salmones et al. (2005)
report that CSR practices influence the overall evaluation
of services. In addition, Sureshchandar et al. (2002)
propose that CSR practices should be understood as an or-
ganization’s ethical behavior, and thus as another compo-
nent of quality. In other words, an organization whose
behavior is perceived to be ethically correct transmits trust
to its customers and positively influences their evaluations
(de los Salmones et al. 2005). Therefore, based on studies
from developed countries, the extant literature suggests
that CSR practices positively influence consumer attitudes
such as customer satisfaction. Drawing on overwhelming
theoretical support and our theoretical foundation, we
likewise argue for positive effects of CSR practices on cus-
tomer satisfaction in developing countries (H1).

In particular, our study considers three types of CSR
practices that Ward et al. (2007) consider as being of
special importance to developing countries: recycling
convenience (Hla), environmentally responsible/eco-
friendly practices (H1b), and ethical behavior (Hlc).
First, as many firms in developing countries habitually
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violate legal obligations and mistreat their workers, eth-
ical behavior (H1c) in the form of legal compliance and
social standards in labor relationship serves as the first
milestone in a CSR strategy (Ward et al. 2007). Second,
since recycling practices often fail due to consumers’ low
incomes and a consequential lack of willingness to invest
time and costs on behalf of higher-level environmental
goals (Wang et al. 2011), recycling convenience (H1a) fa-
cilitates the consumer participation in recycling activities
in developing countries. Third, environmentally respon-
sible practices (H1b) are highly relevant to developing
countries where firms frequently are responsible for
massive environmental pollution, which compromises
living conditions (Ward et al. 2007).

Effect of recycling convenience on customer satisfaction
(H1a)

According to Berry et al. (2002), convenience is the abil-
ity to reduce consumers’ non-monetary costs (i.e., time,
energy, and effort) when purchasing products or ser-
vices. Regarding recycling convenience, Ando and Gos-
selin (2005) find evidence that links convenience with
recycling rates. Moreover, Sidique et al. (2010) propose
that recycling is increased when consumers perceive it
as a convenient activity. Additionally, Domina and Koch
(2002) find that convenience is an important determin-
ant of recycling behavior. Similarly, Vining and Ebreo
(1990) suggest the existence of differences between recy-
clers and non-recyclers due to recycling convenience.
Hence, the available literature indicates that recycling
convenience is an antecedent of recycling behavior and
thus determines the consumption of recyclable products.

In this broad literature on recycling, a number of stud-
ies link recycling to consumer attitudes. Mobley et al.
(1995) suggest that purchases of recyclable products de-
pend on overall affect toward recycling. Moreover, Min-
ton and Rose (1997) find that attitudes are determinants
of the consumption of recyclable products. In addition,
Biswas et al. (2000) suggest that consumer attitudes to-
ward recycling influence recycling shopping behavior.
Furthermore, Frank et al. (2012) and Srivastava and Kaul
(2014) suggest that convenience influences attitudes
such as customer satisfaction. While these studies reflect
the situation of developed countries, we draw on our
theoretical foundation to hypothesize analogously that
recycling convenience positively influences customer sat-
isfaction in developing countries (H1a).

Recycling practices frequently fail in developing coun-
tries where consumers have low incomes and conse-
quentially lack the willingness to invest time and costs
on behalf of higher-level environmental goals (Wang
et al. 2011). In terms of stakeholder theory, a firm’s
provision of recycling convenience reflects an under-
standing of consumer difficulties and enables consumers
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to address prevalent waste problems, thus rewarding the
firm by a positive consumer reaction in the form of
higher customer satisfaction. In terms of signaling the-
ory, a firm’s provision of recycling convenience signals a
better understanding of consumer concerns and a higher
capability to create value for consumers and society.

Effect of eco-friendly practices on customer satisfaction
(H1b)

Nowadays, consumers recognize the importance of pro-
tecting the environment. As a consequence, environ-
mentalism has become a major issue in the marketplace,
making consumers more ecologically conscious and in-
ducing them to buy eco-friendly products (Kalafatis
et al. 1999). The literature finds that a firm’s eco-friendly
practices strongly enhance eco-conscious consumers’
satisfaction level (Laroche et al. 2001; Han et al. 2009;
Kalafatis et al. 1999; Manaktola and Jauhari 2007), thus
leading to higher average customer satisfaction. In terms
of stakeholder theory, firms engaging in eco-friendly
practices take their eco-conscious consumers’ value pref-
erences seriously and are rewarded with a positive con-
sumer response.

Moreover, according to Cetindamar (2007), eco-
friendly practices require organizations to invest in bet-
ter technology, methods, tools, and raw materials, help-
ing them to become more innovative and achieve
competitive advantage (Porter and Linde 1995) reflected
by lower costs and improved customer attitudes (Griffin
and Mahon 1997). In terms of signaling theory, a firm’s
eco-friendly practices thus signal advanced capabilities,
which likely is particularly effective to differentiate the
firm in developing countries where many firms are per-
ceived as not having such capabilities. Consequently, we
predict that consumer perceptions of corporate eco-
friendly practices positively influence customer satisfac-
tion in developing countries (H1b).

Effect of ethical behavior on customer satisfaction (H1c)

Global competition has pressured organizations to cut
labor costs, and some organizations have responded to
this pressure by implementing abusive labor practices
(Rudell 2006). Governments, organizations, and con-
sumers have benefited directly and indirectly from such
unfair labor practices. According to Rudell (2006), con-
sumers play a main role in ensuring an ethical market-
place through socially conscious and informed product
selection. For example, Roberts (1995) proposes that so-
cially conscious consumers express their social concerns
through their purchasing power (Roberts 1995). There-
fore, consumers with high ethical standards react to an
organization’s degree of ethical behavior regarding differ-
ent dimensions, such as the perceived fairness of labor
practices (Sen and Bhattacharya 2001; Whalen et al.
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1991). In terms of stakeholder theory, a firm displaying a
high standard of ethical behavior thus is rewarded by a
positive consumer response, which is supported by many
studies. For instance, Davidson (1998) proposes that
similar to price and quality, an organization’s degree of
ethical behavior is an important attribute in consumer
purchasing decisions. Abratt and Sacks (1988) suggest
that consumers avoid transactions with dishonest and
unethical organizations. Moreover, consumers are willing
to pay more for (Elliott and Freeman 2005), or are more
likely to purchase (Auger et al. 2003), products made
under ethically responsible conditions. Similarly, Folkes
and Kamins (1999) propose that an organization’s degree
of ethical behavior determines consumer attitudes.
Therefore, this stream of literature suggests that an or-
ganization’s ethical behavior positively influences con-
sumer attitudes in general and, presumably, also
customer satisfaction in particular. While this theoretical
background is limited to studies from developed coun-
tries, we analogously hypothesize that consumer percep-
tions of a firm’s degree of ethical behavior positively
influence customer satisfaction in developing countries
(H1c).

In terms of signaling theory, a firm’s perceived ethical
behavior can signal trustworthiness in how the firm
treats not only society or employees, but also customers.
Signaling low risk to consumers is particularly effective
in developing countries, where consumers frequently do
not know which firm they can trust (Frank et al. 2013),
and thus enhances customer satisfaction.

Effects on customer loyalty (H2)

Finally, we seek to understand how the perception of
CSR practices affects consumer loyalty. Customer loyalty
is considered an attitudinal construct reflecting the cus-
tomer intention to purchase again from a brand (Frank
et al. 2012, 2014). According to Sureshchandar et al.
(2002), CSR practices should influence customer loyalty.
In terms of signaling theory, a consumer’s perception of
CSR practices should increase commitment to a brand
because these CSR practices signal (a) the brand’s char-
acter (Brown and Dacin 1997), (b) values differentiating
the brand from other brands (Turban and Greening
1997), (c) respect for society in general and customers in
particular, and (d) the desire to comply with quality
standards (de los Salmones et al. 2005). Based on stake-
holder theory, consumers reward these efforts with loy-
alty towards the organization (Maignan et al. 1999).
Different research shows that consumers are willing to
buy and repurchase products from organizations associ-
ated with social causes (Ross et al. 1992; Frank and
Schvaneveldt 2014, 2016; Moisescu 2017). From this
stream of literature on developed countries, we infer that
perceived CSR practices positively influence customer
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loyalty, and we posit that these influences are mediated
by customer attitudes toward the focal brand.

The most prominent and empirically verified type of
customer attitude affecting customer loyalty, and thus
the most likely mediator of the effects of CSR practices
on customer loyalty, is customer satisfaction (Abulaiti
et al. 2010; Johnson et al. 1997; Fornell et al. 2006; Frank
et al. 2012, 2014). Not only empirical academic studies,
but also large-scale national customer barometers (e.g.,
the American Customer Satisfaction Index) from devel-
oped countries confirm the cross-industry and cross-
country validity of the causal relationship between cus-
tomer satisfaction and customer loyalty (Fornell et al
2006). As an extension of the hypothesized influence of
CSR practices on customer satisfaction (H1), we thus
propose that customer satisfaction mediates an influence
of CSR practices on customer loyalty in developing
countries (H2). This has not yet been shown in the CSR
literature, whose focus is on developed countries.

Methodology

We tested our hypotheses with a sequential mixed-
methods approach (Bryman 2006), the so-called
QUANT+qual approach (Morgan 1998). As the domin-
ant research method, we first collected and analyzed
quantitative data, which provides a statistical test of our
research hypotheses. As a complementary approach fre-
quently used by survey researchers (Morgan 1998), we
subsequently collected qualitative data through inter-
views with Bolivian CSR experts in order to confirm the
practical value of our results, to discuss their application
in corporate practice, and to obtain further valuable in-
sights beyond the reach of our hypotheses.

Measures

To test our hypotheses, we developed a questionnaire
for a consumer survey. Based on the results of a pilot
test, we improved the questionnaire to ensure the reli-
ability and validity of the scales. The questionnaire con-
tained two sections. Section 1 included questions
regarding brand-specific CSR practices in the industry
context of grocery stores (service industry) or soft drinks
(product industry). Section 2 included questions regard-
ing consumer attitudes: customer satisfaction and cus-
tomer loyalty for the respective industry context. As the
intended contribution is to explore the role of CSR prac-
tices in the formation of consumer attitudes and behav-
ioral intentions in a developing country, in contrast to
the abundance of extant research on developed coun-
tries, we chose to focus on Bolivia as the least developed
among the developing countries in the Americas (IMF
2017). This choice ensures a clear focus on a developing
country and a marked contrast from the known situation
in developed countries.
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In terms of product contexts, we focused on con-
sumer perceptions of grocery stores and soft drinks for
four reasons. First, we sought to study the benefits of
CSR practices as a marketing tool in a real, actually ex-
perienced product/service context rather than in an
artificial experiment. Second, we chose to focus on
multiple brands in a product context and a service
context in order to understand the degree to which
findings can be generalized across contexts because
generalizing purely context-specific results can lead to
misinterpretations that are costly to practitioners fol-
lowing research recommendations. Third, due to the
multi-dimensionality and complexity of CSR practices
(Maignan and Ferrell 2001), consumers in Bolivia and
elsewhere have difficulties in acquiring and memorizing
information about CSR practices (Mohr et al. 2001),
which might impair the validity of results obtained in
research. Fourth, we follow recommendations in the
marketing literature (Lehmann et al. 2011) to ascertain
cross-contextual relevance and its potential boundary
conditions. While numerous industries may fit these
rationales, we focused on grocery stores and soft
drinks as two contexts that are very well known to
Bolivian consumers. Moreover, these industries are
well known for their investments in CSR practices, and
thus, to some extent, consumers feel involved with
these CSR practices.

Section 1 of the questionnaire measured three types of
CSR practices with 10-point Likert-type scales ranging
from 1 (strongly disagree) to 10 (strongly agree). In par-
ticular, we measured recycling convenience with three
items from Pickett-Baker and Ozaki (2008), e.g., easiness
to recycle the product’s container. We measured eco-
friendly practices with four items from Webb et al.
(2007), e.g., manufacturing the product with a minimum
use of resources and energy. Finally, we measured ethical
behavior with two items based on Schmeltz (2012), e.g.,
manufacturing the product under socially responsible
conditions. Similarly, section 2 of the questionnaire mea-
sured customer satisfaction and customer loyalty
through multi-item scales with 10-point Likert-type
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scales from Fornell (1992), e.g., overall satisfaction with
the product.

Data collection and sample profile

Our data collection focused on consumers across Bolivia
aged 18 years and older. We conducted a physical, rather
than electronic, survey because electronic surveys are
not widely used in Bolivia due to unreliable Internet pro-
vider service. We collected 489 valid questionnaires for
our study on grocery stores. In this sample, 55% of the
respondents were male and 45% female. Their ages
ranged from 18 to 71 years. For our study on soft drinks,
we collected 527 valid questionnaires. In this sample,
53% of the respondents were male and 47% female, with
ages ranging from 18 to 82 years. Both samples had a
similar age and gender distribution and thus appeared
comparable.

Convergent and discriminant validity

Following the guidelines proposed by Anderson and
Gerbing (1988), our study assessed the adequacy of mea-
surements using a confirmatory factor analysis (CFA)
with maximum likelihood estimation. As shown in
Table 1, the goodness-of-fit indices in both industries
show that the five-factor model has an acceptable fit
with the data (grocery stores: x*/d.f. = 3.322, p < 0.001,
RMSEA = 0.069, CFI = 0.956, NFI = 0.938; soft drinks: x>/
d.f. = 2473, p<0.001, RMSEA = 0.053, CFI = 0.968, NFI
=0.947). All items load significantly on their specified
latent construct (p <0.01) with loadings above 0.60. In
addition, we calculated the composite reliability (CR)
and average variance extracted (AVE) of all constructs to
examine their convergent and discriminant validity. The
CR of recycling convenience, eco-friendly practices, eth-
ical behavior, customer satisfaction, and customer loyalty
in grocery stores is 0.853, 0.818, 0.884, 0.809, and 0.839,
respectively. In the case of soft drinks, the CR of recyc-
ling convenience, eco-friendly practices, ethical behavior,
customer satisfaction, and customer loyalty are 0.859, 0.
822, 0.810, 0.801, and 0.850, respectively. As shown in

Table 1 Descriptive statistics and psychometric properties of constructs

Grocery stores Soft drinks
Measure Mean SD CR AVE Mean SD CR AVE
Recycling convenience 5.740 1.947 0.853 0.774 5927 2382 0.859 0.673
Eco-friendly practices 8.891 1.666 0818 0.530 5934 1.924 0.822 0.537
Ethical behavior 6372 1.934 0.884 0.884 6.979 2138 0.810 0.810
Customer satisfaction 6.664 1423 0.809 0.586 7.269 1.466 0.801 0.520
Customer loyalty 6.690 1.574 0.839 0.637 7.093 1463 0.850 0.656

¥x2/df. RMSEA CFI NFI x*/df. RMSEA CFI NFI
Model measurement fit

3322 0.069 0.956 0.938 2473 0.053 0.968 0.947




Herbas Torrico et al. International Journal of Corporate Social Responsibility (2018) 3:7

Table 1, all CR /AVE values exceed the recommended
threshold values of 0.7 / 0.5 (Fornell and Larcker 1981),
and all AVE values exceed the squared correlation be-
tween the focal factor and any other factor. These results
confirm the convergent and discriminant validity of our
measurement model (see Table 1).

Results of analysis: Hypothesis tests

Quantitative data analysis

Based on the quantitative data obtained through our
consumer surveys, we tested our hypotheses using struc-
tural equation modeling with maximum likelihood esti-
mation. As shown in Fig. 2, the results suggest that the
model fit the data of each industry context appropriately
(grocery stores: x*/d.f. = 3.288, p<0.001, RMSEA = 0.
068, CFI = 0.955, NFI = 0.936; soft drinks: X2/d.f. = 2.387,
p<0.001, RMSEA =0.051, CFI=0.969, NFI = 0.947). All
hypothesized paths are significant and positive,
providing first signs of support for H1-H2. In an alterna-
tive regression analysis, we included age, sex, marital sta-
tus and household size as control variables for both
models, which did not lead to any major changes in the
path coefficients. An additional multiple group analysis
of the data for both industry contexts did not reveal any
significant differences among (a) construct measure-
ments (sz =13.321, Adf. = 9) and (b) structural path
coefficients  (recycling convenience => customer
satisfaction: Ax> = 0.257, Ad.f. = 1; eco-friendly practices
=> customer satisfaction: Ax®> =2.518, Adf = 1; and
ethical behavior = customer satisfaction: Ax> = 2.087,
Ad.f. = 1). Therefore, our results hold across both
industry contexts.

In the following step, to test whether customer satis-
faction indeed mediates the effects of CSR practices on
customer loyalty, as suggested by H2, we re-estimated
the proposed model with three additional, direct (non-
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friendly practices, and ethical behavior to customer loy-
alty. The revised model shows an adequate, but slightly
lower, nominal fit with the data (grocery stores: x*/d.f. =
3.322, p<0.001, RMSEA =0.053, CFI=0.956, NFI=0.
938; soft drinks: x*/d.f. = 2.473, p<0.001, RMSEA = 0.
053, CFI=0.968, NFI=0.947). However, all of the
additional direct paths from CSR practices to customer
loyalty are non-significant for grocery stores, and only
one path (from recycling convenience to customer loy-
alty) is significant (p <0.01) for soft drinks. Despite the
additional path, there is no significant chi-square differ-
ence between the hypothesized model and the extended
model (grocery stores: Ax* = 7.599, Ad.f. = 3; soft drinks:
Ax*=0.272, Adf. = 3). Thus, we decided to consider our
originally hypothesized model for all subsequent
analyses. Independent of whether recycling convenience
has an additional effect on customer loyalty, the results
indicate that customer satisfaction mediates the effects
of CSR practices on customer loyalty (H2). Moreover,
we estimated a model without customer satisfaction,
only with direct paths from CSR practices to customer
loyalty. As verified by Sobel tests, all of these path
coefficients become significantly weaker when adding
customer satisfaction to the model (grocery stores:
Zrecycling convenience = 7-071, p< 0.01; Zeco»friendly practices =
9.714, p<0.01; Zethical behavior = 10.404, p <0.01; soft
drinks: Zrecycling convenience :4"345’ p< 0.01; Zeco»friendly
practices = 5455, < 0.01; Zeghical behavior = 7469, p < 0.01).
These results provide evidence of the hypothesized
mediating role of customer satisfaction (H2).

As Fig. 2 shows in detail, the results for both indus-
tries support the hypothesized effects of recycling con-
venience (H1a: Bgrocery stores = 0.201, p < 0.01; Bsofe drinks =
0.123, p < 0.05) and ethical behavior (H1c: Bgrocery stores =
0.439, p <0.01; Bsogt drinks = 0.367, p<0.01) on customer
satisfaction. They partially support the hypothesized ef-

mediated) paths from recycling convenience, eco- fect of eco-friendly practices (H1b: Bgrocery stores = 0.070,
Context Fit statistics | Sample size Paths
Recycling §
convenience
yd.f.=3.288 =
1. Grocery | RMSEA=0.068 eo-
stores | CFI=0.955 489 friendly
NFI =0.936
y2/d.f.=2.387
2. Soft RMSEA=0.051 '
drinks | CFI=0.969 527 endy
NFI =0.947
Notes: *p <0.05; **p <0.01
Fig. 2 Results of structural models for grocery stores and soft drinks
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P <0.01; PBsofe drinks = 0.030, p>0.05) on customer satis-
faction. Fig. 2 also indicates a significant positive influ-
ence of customer satisfaction on customer loyalty for
both industry contexts (H2: Bgrocery stores = 0.707, p < 0.
01; ﬁsoft drinks = 0955, pP< 001)

Qualitative data analysis

To complement our analyses and to obtain information
not accessible through quantitative analysis, we inter-
viewed five Bolivian CSR experts regarding the meaning
and implementation of CSR practices in Bolivia. The ex-
perts were selected based on recommendations from the
Observatory on Corporate Social Responsibility in Co-
chabamba, Bolivia. Most of the experts conceptualized
CSR practices as a management system that allows orga-
nizations to manage environmental, social, and eco-
nomic business processes for continual improvement.
These experts agreed that firms implement CSR prac-
tices in Bolivia, but only partially in the sense that they
focus on environmental dimensions such as eco-friendly
practices, whereas they tend to overlook social dimen-
sions of ethical conduct such as responsible labor prac-
tices. For example, many firms engage in unfair labor
practices that do not comply with Bolivian labor law. In
particular, one expert explained the following:

In Bolivia, the existence of monopolies prevents CSR
practices from transcending current business practices.
Therefore, firms can mistreat their employees, and those
employees have to endure abuses to not lose their jobs.

This finding is intriguing because our quantitative ana-
lysis shows extremely strong effects of labor-related eth-
ical behavior on customer satisfaction and customer
loyalty (see Fig. 2). Compared with the status quo, a
greater focus on ethical behavior thus would have the
potential to pay off. In addition, the experts pointed out
that young managers with access to a more international
education and to best practices from developed coun-
tries are raising the level of CSR awareness and advocat-
ing the use of eco-friendly business processes in Bolivia.

Based on hands-on business experience and actual
marketing practitioner insights, the CSR experts also
suggested that CSR practices indeed would influence
customer loyalty in Bolivia, as hypothesized in our study
(H1-H2). Specifically, the experts suggested that Bolivian
consumers value a firm’s perceived honesty because this
honesty increases both consumer’ trust in a market
where still not every firm can be trusted and their conse-
quential repurchase intentions. In these descriptions, the
experts conceptualized a firm’s honesty as true compli-
ance of products or services with consumer require-
ments and as true statements about the degree of
compliance. For example, one expert explained:
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Nowadays, very few firms consider the changes caused
by CSR practices on consumers, maybe only in the
banking industry. However, CSR practices help to
improve consumer attitudes. Transparency and sincerity
with the consumer allow the firm to earn the consumer’s
loyalty and make him or her satisfied.

Furthermore, the CSR experts suggested that con-
sumers feel inherent satisfaction when purchasing from
socially conscious firms because consumers are satisfied
with the values that these firms represent. In addition,
the CSR experts proposed that CSR practices would im-
prove over time in Bolivia because younger consumers
are socially conscious and would demand eco-friendly
products and services as they become older and grow in
purchasing power and market influence. Finally, two of
the five experts suggested that the Bolivian agribusiness
industry currently is working on inclusive businesses,
which are sustainable businesses aiming to benefit low-
income communities. One of these experts explained:

CSR practices are correctly applied in the agribusiness
industry in the form of inclusive businesses that allow
small firms to participate in the market. Most of their
practices are oriented to take care of the environment.

Moreover, all CSR experts agreed that multinational
organizations, such as Unilever and The Coca-Cola
Company are leading the way in implementing CSR
practices in Bolivia. Specifically, one expert suggested:

The implementation of CSR practices is led by big
firms that belong to multinational organizations, such
as Unilever, The Coca-Cola Company, or Bata. They
are currently implementing different CSR programs
oriented towards the Bolivian society. However, other
firms have no incentive to use CSR practices. Those
firms perceive CSR practices as an expense and not as
a competitive weapon. In the future, little by little
firms will realize that CSR practices can appeal to the
consumer, open new markets, and thus help improve
profitability.

Discussion and theoretical implications

Discussion

To address the literature gap on CSR in developing
countries, our study aims to increase the understanding
of the effects of CSR practices on consumer attitudes,
such as customer satisfaction and customer loyalty, in
developing countries using the case of Bolivia, which is
the least developed among the developing countries in
the Americas (IMF 2017). In particular, this is the first
such empirical study on the effects of CSR in Bolivia,
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which — like many developing countries — still lags be-
hind in building a strongly research-oriented university
system.

Using structural equation modeling of quantitative
data from two industry contexts, we explore the direct
[indirect] relationships of recycling convenience, eco-
friendly practices, and ethical behavior with customer
satisfaction [customer loyalty]. With the exception of a
single non-significant path in the soft drink context
(from eco-friendly practices to customer satisfaction:
Bsoft drinks = 0.030, p > 0.05), our findings support the hy-
pothesized linkages among the study constructs (H1-
H2).

The results of our complementary qualitative data ana-
lysis support the quantitative findings. Similar to our
quantitative results, interviews with Bolivian CSR ex-
perts confirmed the influence of CSR practices on cus-
tomer satisfaction (H1) and customer loyalty (H2).
These experts also confirmed that CSR practices lead to
intrinsic satisfaction with the firm’s values and thus that
customer satisfaction mediates the effects of CSR prac-
tices on customer loyalty (H2). Hence, we found theoret-
ical and empirical coherence between the qualitative and
quantitative results.

In addition, the CSR experts proposed a role of trust
as an additional mediator of the relationship between
CSR practices and customer loyalty. Their argumenta-
tion suggests that CSR practices signal honesty, which
helps build trust within the frequently non-trustworthy
market environment of a developing country and thus is
effective in influencing customer loyalty. This qualitative
result appears to be of special importance to our studied
context of developing countries and corresponds with
reasons for an enhanced importance of brand reputation
in developing countries (Frank et al. 2013). As additional
insights, the CSR experts reported that Bolivian firms
focus more on environmental than social CSR practices,
that young managers and multinational firms are leading
the way in implementing and promoting CSR practices,
and that younger consumers drive increasing demand
for products and services from ethically responsible
firms. These results correspond with recent findings of a
greater importance of value identification for younger
consumers (Herbas Torrico and Frank 2018), which our
results thus may extend to CSR contexts.

Theoretical implications
Through the theoretical lenses of signaling theory and
stakeholder theory, our conceptual framework and em-
pirical results contribute to a better understanding of
the effects of CSR practices in developing countries.
Based on signaling theory, our study suggests that CSR
practices enable firms to signal intangible capabilities to
consumers (also Frombrun et al. 2000; Su et al. 2016),

Page 9 of 13

which we posited to be of particular importance in the
less transparent environment of developing countries,
where information access is limited and information fre-
quently is not trustworthy (Miller et al. 2009). Such in-
tangible capabilities include a better understanding of
consumer concerns, a higher capability to create value
for consumers and society (Hla/b: recycling conveni-
ence, eco-friendly practices), advanced technological
capabilities (H1b: eco-friendly practices), and a low pur-
chase risk from cheating and hidden quality problems
(H1c: ethical behavior). CSR practices are very effective
in signaling such capabilities because they make appar-
ent the firm’s willingness to incur higher costs now in
order to create future benefits for customers and society
at large (Moore 2002). The use of such signals leads to a
positive customer response reflected by higher levels of
customer satisfaction and customer loyalty (H2), and
thus has the potential to translate into long-term finan-
cial benefits (Frank et al. 2009).

Based on stakeholder theory, our study suggests that
CSR practices are especially effective at addressing stake-
holder concerns in developing countries, where the
negative effects of corporate behavior on society fre-
quently are especially pronounced (Ward et al. 2007).
Addressing such stakeholder concerns leads to positive
stakeholder responses, such as higher levels of customer
satisfaction (H1) and customer loyalty (H2) in case of
customers as a firm’s most important stakeholder group,
and thus can benefit the firm in the long term. In order
to reap beneficial stakeholder responses, firms need to
focus on CSR practices of particular relevance to devel-
oping countries, such as recycling convenience (Hla:
lack of infrastructure in developing countries), eco-
friendly practices (H1b: prevalent environmental pollu-
tion in developing countries), and ethical behavior (H1c:
prevalent customer cheating due to weaker consumer
protection and government supervision in developing
countries). At the same time, it is important that firms
not only promise CSR practices, but also keep such
promises. Otherwise, stakeholders might condemn firms
as being hypocritical and misleading, and thus might
react negatively, rather than positively, to promised CSR
practices (Chen et al. 2014).

Regarding our empirical results, a nominal comparison
of the effects of distinct CSR types on customer satisfac-
tion indicates consistently for both industry contexts
that ethical behavior has the strongest effect, followed by
recycling convenience and eco-friendly behavior. As eth-
ical behavior primarily concerns social and labor condi-
tions, this result may indicate that consumers in
developing countries most strongly focus on still unmet
social needs, whereas environmental needs are only sec-
ondary. By contrast, social needs more or less tend to be
met in developed countries, where environmental CSR
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appears to be more effective as a differentiator (Khanna
et al. 2005).

Managerial implications and future research

Our quantitative and qualitative results suggest that CSR
practices directly influence customer satisfaction and in-
directly influence customer loyalty for Bolivian con-
sumers. This result has the following managerial
implications.

First, our study suggests that not only in developed
countries, but also in developing countries, consumers
account for a brand’s CSR practices when evaluating its
products and services (H1). Therefore, in order to in-
crease customer satisfaction, firms should behave ethic-
ally because consumers are willing to pay higher prices
or show different signs of loyalty as a way to reward the
firm’s ethical behavior. Specifically, according to Creyer
and Ross (1997), in order to behave ethically, organiza-
tions should subscribe to values such as transparency,
honesty, and humility.

Second, our study finds that recycling convenience is
an important antecedent of customer satisfaction in a
developing country context where limitations in financial
resources often make harmless disposal and waste treat-
ment practices difficult (H1a). This finding suggests that
organizations not only should consider the use of recyc-
lable materials when designing a product, but they also
should ease the recycling process for the consumer. For
example, Domina and Koch (2002) suggest that con-
sumers are willing to recycle a wider variety of waste
when the system is more convenient. Therefore, firms in
developing countries should develop recycling systems
that make recycling a convenient activity. For example,
municipalities could implement curbside collection days
for recyclable products.

Third, our results show that eco-friendly practices in-
fluence customer satisfaction in a developing country
context where environmental degradation frequently is a
problem (H1b). This suggests that consumers in devel-
oping countries indeed are aware of the influence of
their own purchase behavior on the environment. There-
fore, as Han et al. (2009) proposed, organizations ac-
tively should inform less environmentally conscious
groups that eco-friendly purchasing exerts a positive in-
fluence on the environment, and convince them that
protecting the environment is everyone’s responsibility.
These campaigns would motivate consumers to engage
in eco-friendly activities, strengthen their intentions to
purchase eco-friendly products, and thus increase their
satisfaction.

Fourth, we find that ethical behavior influences cus-
tomer satisfaction in a developing country context where
ethical standards in labor practices, product safety, and
social contributions tend to be lower than in developed
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countries (H1c). Therefore, our results suggest that orga-
nizations in developing countries should consider behav-
ing ethically to their own benefit. While unethical
behavior might be motivated by cost-cutting and in-
creased short-term profits through cheating, a negative
stakeholder reaction to such behavior may offset all ap-
parent profit-related benefits of unethical behavior. Due
to the stakeholder reaction by consumers, ethical behav-
ior should increase a firm’s market share because con-
sumers perceive the firm’s products as being made
under ethically impeccable conditions and reward the
firm through higher purchases (Auger et al. 2003). As
the CSR experts in our qualitative study suggested, Bo-
livian firms currently are breaching the labor law. Thus,
in order to behave ethically and increase customer satis-
faction, such firms first should comply with the labor
law, especially since ethical behavior consistently has the
strongest effect on customer satisfaction across product
categories in our quantitative study.

Of particular note, our consistent finding across cat-
egories of a greater role of ethical behavior and a smaller
role of environmental CSR in our developing country
context of Bolivia is especially intriguing because the re-
sults of our qualitative study indicate that Bolivian firms
follow the opposite strategy of focusing more on envir-
onmental CSR and less on social or labor-related ethical
behavior. Our results thus suggest a need for Bolivian
firms with limited resources for CSR to rethink and to
align their CSR activities with consumer priorities for
ethical behavior, rather than prioritize environmental
CSR.

Fifth, our results show that CSR practices indirectly in-
fluence customer loyalty through customer satisfaction
(H2). Similar to de los Salmones et al. (2005), this find-
ing suggests that CSR practices do influence customer
loyalty, or purchase behavior in general, via the cus-
tomer’s overall evaluation of the product or service.
Therefore, in order to make profits from consumer pur-
chases, firms in developing countries should link their
economic orientation with a social orientation. Specific-
ally, such firms should have well-defined codes of ethics
and a clear philosophy of social commitment, have re-
spect for the environment, and show honesty. Moreover,
firms from developing countries should subscribe to
international codes in order to both formalize their pol-
icies and improve through benchmarking themselves
against organizations in other developing or even devel-
oped countries. In addition, firms in developing coun-
tries should communicate their social orientation and
environmental involvement using the Internet. For ex-
ample, organizations can use both social media and mass
media to inform society about their CSR practices. The
use of the Internet reduces costs, which is of crucial im-
portance in developing countries.
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Finally, our qualitative results also show that local
firms in a developing country lag behind multinationals.
Therefore, local firms and the government should en-
force the use of CSR practices to improve operations
and thus increase customer satisfaction.

This study had many limitations. For example, we col-
lected data from only two industries. Future studies
should collect data from other industries to validate and
improve our model. Moreover, future research can study
the influence of cultural factors on the importance of
the CSR practices included in our model. As typical for
developing countries with a traditional economic struc-
ture, Bolivia is characterized by traditional values. Thus,
we propose that future studies account for the moderat-
ing effect of tradition in analyzing the effects of CSR
practices.

In order to address the lack of CSR studies in develop-
ing countries in general and in Bolivia/Latin America in
particular, our work is an attempt to provide new ideas
about the consequences and meanings of CSR practices
in a developing country context with a still low level of
development. We hope that our study stimulates new re-
search to deepen the understanding of the commercial
implications of CSR practices for firms in developing
countries.
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