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ABSTRACT
Corporate social responsibility (CSR) is a fggtwing area of research and practice in
thePR field. Most of the findings to date support the supposition that CSR leads to positive
financial gains via improved organizational reputation. Howeweile scholars encourage
practitioners to employ CSR efforts strategicalgfatively little is know about the industry
and firmlevel factors that drive CSR performance or the cognitive processes that affect
stakeholder perceptions of said performance. Employing secondagnadyaisand
experimentatesign this dissertation investigates these éairgpncerns. Findings indicate that
CSRperformances a formative measure and that industry and firm characteristics-vary
sometimes dramaticallyin their predictive efficacy of success among different CSR activities.
Theperceptionof CSR performancdiowever, iconsiderablynore reflectiven nature
Demonstratd success in one area of CSR leads not only to improved percepttbmsthat

specific CSRdomain but spills over to improve CSR reputation more generally.
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CHAPTER 1
INTRODUCTION

Corporate social responsibility (CSR) matters. Scholars have empirically demonstrated
that, when practiced effectively, CSR contributes to enhanced organizational reputationpwhich
turn results in a variety of direct and indirect boosts to firm performaaeeCGhapter 2).

From the standpoints of stakeholder and resource dependency theories, these results make
sense. Organizations do not exist in isolation, but rather in laygEms. As such organizations
affect and are affected by numerous publiesg., employees, investors, consumers,
communitiesetc.— collectively known as stakeholdér&ach stakeholder controls access to
needed resources such as latrarapital, whichare necessary for businesses to operate with
consistent success. Resources, however, are valuable and thus not freely given. Instead they are
exchanged for wages, products aad/ges, returns on investmenrtandin some cases
contributions to societalell-being(Freeman, 2010; Pfeffer & Salancik, 1978)

CSR initiatives provide organizations a way to demonstrate their commitment to societal
well-being thus ensuring the continued exchange of resodreasstakehtaers that value such
behavior Still, the cognitive processes through which stakeholidéespretCSR message
remain relatively unknowrGogo, Browning, and Kimmel (201g¢yopose that the level of
stakeholder involveenmt with the CSR cause might be one factor at the heart of message
perception. Thejoundthatcustomers who were more highly involved with CSR causes

consistently rated organizations as more reputable.



One goal of this dissertation is to determine wayshich to drive cause involvement.
Obviously not all stakeholders will be vested in a chosen cause, so efforts that are more
universaly applicableshouldbe more effective. One possible mechanism for bolstering cause
involvement is generating stakeholgerticipation. In their study of causelated marketing
(CRM), Robinson, Irmak, and Jayachandran (2GdR)pd that customers were more responsive
to organizations when they were allowed greater chasdewhich charitablegroups would
benefit from organizational donations.

This dissertation will use experimental manipulations of stakeholder participation and
cause choice in CSR/CRM practices to determine whétkse factorgnprove stakeholder
perceptions of cause invainent and thus perceptions of organizational reputation and the
subsequent financial benefits that often follow

Understanding if and how involvement plays a role in driving positive stakeholder
response to CSR is just one way research can aid PR poogdssn planning reputation
management efforts. Another is through establishing measures of best practice at the industry
and organizational levels.

It is also important to remember tH&ER is not monolithic, but rather comprised of a
variety of differen initiatives: philanthropy, employee volunteerism, environmental
sustainability, diversity, etc. Sometimes these efforts are successful at bolstering reputation and
other times they are netbut they always represent an expense to the bottom linghérisfore
imperative that PR professials find ways to develop successful initiatiae$he outseto as to
create the greatest positive impacts on fimancialperformance.

Measures of best practice help in such endeavors. If industries or orgaisinatie

similar characteristic&legree of competitiveness, market performance, financial assets, etc.)



their successes and failures with CSR will likely miwae anotherThis dissertation will
employ hierarchical linear modeling (HLM) to evaluatindustry and organization level
variables that impact the ratings of CSR performance. Understanding how CSR functions in
more realistic, multilevel settings will not only provide needed guidance for PR practitioners
wishing to engage in CSR efforts more w&gacally, but it will also yield a better understanding

of how CSR functions, which will in turn inform future scholarly research.



CHAPTER 2
EXPLICATING CORPORAE SOCIAL RESPONSIBILTY

The Process of Explication

To understand and study a conceptitst first be explicated. #¥Chaffee (1991jlefines
it, “explication is an intellectual process to
focus of planned r es dmvi)jcGompler as eXplecatichimayde, & s s er i
essentiallymovesanidea through four distinct explanatory stages: conceptualization,
operationalization, measunenfevaluation and scaling

Conceptualizing an idea provides some orientation to the given phenomenon that presents
animage of reality or a way of viewing the world. This organizing and clarifying of a priori
observations ties theory and research tagétbhaffee, 1991; Denzin, 1978; Reynolds, 1971)
Conceptualizatin generates a shared meaning about ideas and their relation to one another. At
its heart, to conceptualize an idea is to clearly define it.

Operationalizing that definitiorequires distilling itsabstractions to ground an idea in
observable reality. Albsactions are desirable at the conceptual level because they widen the
applicability of an idea or construct across varyingtiapand temporal condition®eynolds,
1971) An overly concrete definition limits its uselue to a narrow cross section of situations
and thus limits the usealue of the conceptself. However, establishing some level of
concreteness through operationalization is necessahasresearchers can measure the concept,
make sense of observed patterns, and ultimately test theoretical assuj@itafifese, 1991;

Chaffee & Berger, 1987; Denzin, 1978; Reynolds, 1971)



Often propositions ahhypotheses sente operationalie astheycompriseconcrete,
observable, and testable statements about the relationships among variable Daceipts
1978) While clear and singular definitions of concepts are desirable, it ispégrable to
have multiple operationalizations. If researchers can confirm suspicions about a concept through
multiple tests of distinct operationalizatiotisey create greater confidence that the abstracted
concept exists and that scientific understanding of it is being advé@batfee, 1991)

Confirming erationalizations in this manner helps establish validity, which is one of
many measurement concerns. Measurement allows researchers to directly evaluate
operationalizations artttusindirectly evaluate concepts. Most importantly, measurement helps
estabish validity and reliability ensuring that constructs are adequately defined, captureds and
free from random erraas possibléChaffee, 1991)

Scaling and instrument development a@b@iouslycritical to measurement. According to
Chaffee (1991)specificity in scaling is thenostcrucialaspect. From a pragmatic standpoint,
specific measures are preferable to general ones in that they allow for greater flexibility because
“researchers can always combine data from sev
moregenaal concept, but (Chbfiee, 198lype 38A/dditionally, greatdr t r ue”
specificity makes spotting measurarhéults much simpler and quicker.

Specificity also improves the quality of data and their analyses. Typically less general
measures display less random error, or in other words they are highly reliable. As reliability is a
prerequisite for validity, ensimg specificity at the scaling level helps enshboghreliability and

validity (Chaffee, 1991)



DefiningCSR

Now that the process of explicatibas been outlined, it is time to move forward toward
the specifics of CSR and its conceptualization. As stated alwogenteptualize a phenomenon
is tantamount to defining. Unfortunately social scientific phenomeaig often difficultto
define preaely, largely because languag®ices presemhajor obstacle As Reynolds (1971)
puts i1t, “one recurrent problem in social sci
add meaning to words that have been carefully defined by the originatarulaaly if that word
is used for (poa6)her concepts”

Indeed many concepts in PR theergnd communicabin theory more generallyare
carefully nuanced terms taken from the broadertexicc For e x a mp lagivityYwor ds s
and“involvement have specific meanings in the theories of uses and gratification and the
elaboration likelihood model (ELM), resptively, but they may have very different meanings to
audiences when usedaimore general sense. To properly conceptualize a phenomenon,
theorists must not only provide clear, nuanced definitions, but they must also ensure invariance
of usage; that igerms must be used consistently and without conflation with similar concepts
(Chaffee, 1991)

Undoubtedly the conflation of meaning has beerriase impediment for CSR
researchex Depending on which scholarly source one consults, CSR has roots in the early
community involvement activitiesf @ailroad companies in the 18508sponses of business to
outraged publics during the Great Depressiothefl930s;reactions on the part of chain stores
to stakeholder demands to fill community leadership gaps left whenandipop stores were
run out of business in the 194@s;the establishment of consolidated scholarly studies in the

1950s(Browning, 2014; Carroll, 1983; Olasky, 1987)



Regardless of whether CSR is aysarold or a 156yearold concept, poor and
inconsistent definition has plagued schol@sloza & Shag, 2011; Sabadoz, 2011; Stacks,
Dodd, & Men, 2013)In his oftcited history of CSR throughout the last half of th& 2éntury,
Carroll (1999)lists more thar80 distinct definitions ofhe constructTo arrive at a working
conceptualization, it is best to search for commonalities in past definitions of CSR.

One of the foundaticad premises behind CSRt h ieon faw of responsibility. Davis
(1960)devel oped this i1 dea, arguing that “soci al
commensur ate wi t (p 7i)AHEsiprincidecests oa the apsampgon that
economic success stems from social contributions to industry;diganizations owe debto
society proportional to their gains. As a result, larger, more profitable companies feel more
intense societal pressure to engag€ 3R initiativegGulyas, 2009)

Whi | e (DB&Oyview appears altruie to some extenseltinterested profit motives
became prominent in CSR definitions during the following decades. Johnson (1971) explained
that CSR stemmed from selfish motives, cl ai mi
businessscarryoutsocia pr ograms t o add p (pobfh)iSteiser (1981),t hei r
writing at the sam time as Johnson (197h)pved the understanding of CSR a step further by
defining it not as a practice of altruism or of pure selfishness, but instead as one characterized by
enlightened selinterest:

The assumption of social responsibilities is moraroattitude, of the way a manager

approaches his decisionaking task, than a great shift in the economics of decision

making. It is a philosophy that looks at the social interest and the enlightenedeselt

of business over the long run as compaved the old, narrow, unrestrained shanh

selfinterest(p. 164)

Il n St @97h)wew, CSR actionarenot good only for the company or the publicey

served, but for both. This symbiotic understanding of CSR has persisted since the 1970s and is



perhaps best personifie¢ Bavid, Kline, andyang (2005) Cdrporate social responsibility
[ .] i s a citizenship function with moral, eth
scaffolding for mutually beneficial (pe203; hanges
emphasis original)
During the 1980s, scholargg@an toview CSR asa constructomprisedof several
subcomponents. One of the most prominent such conceptualizations is@aatadif (1983)
CSR involves the conduct of a business so that it is economically profitable, law abiding,
et hical and socially supportive. To be soc
profitability and obedience to the law are foremost conditions to discusding f i r m’ s
ethics and the extent to which it supports the society in which it exists with contributions
of money, time and talent. Thus, CSR is composed of four parts: economic, legal, ethical
and voluntary or philanthropi¢p. 604)
Car r (@983)requirement that CSR be econoalig beneficialreflects the earlier ideas of
Johnson (1971andSteiner (1971)namelythat actions of social responsibility mysbfit the
firm as well as the public. Generally researchers have followed in this tradition, arguing that
effective CSR practiGemust contribute either directly or indirectly to positive economic
performance on the part of the organizaiisee Coombs & Holladay, 2012; Goering, 2010;
Sabadoz, 2011; Walsh & Beatty, 2007)
Carroll (1983)also views CSR as a voluntary action on the part of the organization; that
is to say, it is not systertieally forced upon the firm by governmahor regulatory bodieshe
voluntary nature of the practice has been a mainstay of many CSR defi(sgenSoombs &
Holladay, 2012; Demetriou, Papasolomou, & Vrontissl@MHomburg, Stierl, & Bornemann,
2013; Mackey, Mackey, & Barney, 2007)
The | egal and et hi c(hoB3)conceptpatizatierarea nsoreof Car r ol

problematic. First, several scholars believe that social respotyséitendeyondwhat the law

requiregDrucker, 1984; Fitch, 1976; Sethi, 197B)cWilliams and Siegel (200Xlearly



advocate for the consideration of CSR as cons
good, beyond the interest of (phe7)CGoombsrancand t ha
Holladay (2012pr e even more forceful, stating that t|
requiredbylawa be part of corpo(.&)te soci al responsi |
Perhaps the pushback on the legality issue results from its direct contraditidime
voluntary action requirement. Legal obligations are forced upon organizations, not taken up
freely. If complying with the lawwvere considered an act of CSR, then not all CSR actions would
be voluntary. It is most sensible to say that one would expect socially responsible companies to
follow the law, but simply doing so does not make an organization socially responsible. Legal
complance is thus a necessary mdufficientcomponenbf CSR.
Last is the understanding of CSR as an ethical exefesskeoth CSR and ethics are often
considered behaviors thattend pasiegal obligations to ensure some social gabg, natural to
think of CSR as an ethical practice. However, while CSR efforts are sometimes undeutaken
of altruistic intentions and exercised through ethical means to produce moral goods, this is not
always the case. In the most general sense, CSR is typically opaliagd as a reputation
management effort, and though reputatnmemagemerdand ethicalityshare similaritiesthey are
distinct in important ways:
Reputation concerns others’ perceptions ab
knowledge about organisa o n a | behaviour . By itself, how
does not guarantee morally good behaviour because it is not a moral principle that can
guide action. Rather it is a pragmatic, geterested approach. Fear of a poor reputation
may be a motiviing factor, but it is not a particularly worthy one. The same applies to
many programmes of corporate social responsib(lit§{etang, 2003, p. 64)
Keeping the above considerations in mimds clear that CSR cannot be equated to

simply following the law or behaving ethically. Instead it must be understood as a voluntary

pracice that provides economic value to the organization and social, economic, and/or
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ernvironmental value to thstakeholders it affectdn this sense, CSR should contribute to an
organizations triple bottom line in providingl) a means to profitability whe at the same time
benefiting(2) the people an@) environment with which it coexist@\guinis & Glavas, 2012;
Coombs & Holladay, 2012)

To effectively servehistriple bottom line organizations shodlconsistently integrate
social responsibility initiatives into existing and ongoing business practices, aligningflo8R
with the needs and wishes of key stakeholdeysn & Cameron, 2004; Sen & Bhattacharya,
2001) Thi s effective integration points to the ne
practices, its mission, its public perception, and the nature of the industry in which it operates
(Coombs & Holladay, 2012; Peloza & Shang, 2011)

To theseends, the following working definition of CSR will be employéat this
dissertation

CSR constitutes voluntary actions on the part of organizati@taddress stakeholder

needs and wants, the primary goal of which is managing repwédidrelp organizations

achieve goals of seffreservabn and longterm profitability.
Ideally CSR shouldlsobe consistently integrated with existing organizational strategies to be
mostefficient and effective. Societal goods should also result from CSR, but an organization
enacting social change at a letggm monetary loss is engaging in altruistic philanthropy rather
than CSR.
Operationalizing CSR Actions

Even with this more precis@iceptualization,learly determining what actions
constitute CSR is difficult. Thédebate concerning the place of legal compliance in the larger

CSR frameworks just one examplef the gey areas of operationalizatioAs a result of this
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ambiguity, seveal scholars have put forth various typakgjo categorize CSR practices under
differentumbrellas.

Coombs and Holladay (201gjopose a fivegoart typology based largely on
organizational motive. The first CSR practicg@islanthropy which constitutes direct donations
of money, sevices, or products to charitable causes. Negaise promotiondefined as
activities designed to increase awareness or concern among stakeholders for a given social cause.
Third is the practice afause marketintyin which organizations contribute arpentage of sales
to third-party organizations supporting social causes. Foudbdml marketingor the practice
of influencing stakeholder behavior to advance some social good. Finally thehenteering
in which organizatiogeither encourage éir employees to donate théme and talersito
promoting some social good or partner with tkpatty organizations to achieve that same end.

On the whol e, Co@0hdtgpolegyidasdmewhatneaka y ' s
operationalization for CSR practices. First, a good typology should consist of exbaunstiv
mutually exclusive categoriéReynolds, 1971)Even a rudimentary examination of these five
categories shows obvious areas for potentaimonalty. Cause promotion and social
marketing,for example, have clear areas of overdaphese practicéscus onsimilar goas.
Additionally, apart from philanthropy and volunteerism, these categories still constitute
somewhat abstract conceptions.

Peloza and Shang (201(d0t forth a more concretgpologywith slightly greater
exclusivity among categories. They propose that CSR practices can be grouped into one of three
broad categorieshen further classified into more specific subcategories. The first broad
category ighilanthropy Philanthropigractices includ€RM, cash donations, community

involvement, employee volunteerism, promotion of social issues, and direct donations of
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products or services. The second broad categdmyssess practicesvhich constitute activities
carried out in evelday organizational operations that contribute to some social good. Business
practices include environmental protection, diversity, employee relations, and customer relations.
The final broad category mroductrelated featureswhich are considered paft GSR practice
provided those features create environmental or social goods. The most commonretatidt
features are product quality and the use of organic or biodegradable component parts.

While Peloza and Shang (2014ghieve a greater degree of concreteness with their
typology than d&Coombs and Holladay (2012nutual exlusivity among categories is still
problematic.The productrelated features category, for example, is unnecessary. While
organizations should strive to develop quality produbis actionspeaks more to an
organization’ s c or paotszdmeitneett io CS@rown & Madin, 1997at her
David et al., 2005; S. Kim, 2011Also, producing organic or biodegradable goods could easily
be considered an environmental protection practice.

The subcategoriasithin broader business practices also require more nuanced
description to be considered CSR activitilse law sets a minimum standard for environmental
protection, diversity hiring, employee relations, and customer reldtidagreviously
discussed, ere legal obedience does not constitute GRRRthese business practices to be
considered exercises of CSR, they must be voluntarily undertaken and gxséedal
requirements- which they often do.

Keeping these past typologies in mind, as well agdlquirement that CSR consist of
voluntary actions beyond what the law demands, the follos@&wvgnpart operationalized CSR
typology isposited It is based on findings from past studies and grobyyede varying

stakeholders tavhoman organization iaccountablelt attempts to address past issues of mutual
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exclusivity, but for certain practicesCRM in particularsome crossover among categories
appears inevitabl@Brown & Dacin, 1997; Coombs & Holladay, 2Q1R2eloza & Shang, 2011;
Rettab, Brik, & Mellahi, 2009; Sen & Bhattacharya, 2001)

1 Environmental sustainabilitywhich includes changes in business operations and
product development that lessen pollution or combat climate change

1 Philanthropy which indudes both cash and-kind donations to thirgbarty
organizations sé@ng to benefit a social cause. Product donations would often be
crosscategorized as philanthropy and community involvement. CRM may also be
crosscategorized as philanthropy and sortieeo effort depending on the
particulars of the donation structure.

1 Employee relationsvhich includes practices that promote the general welfare of
t he organization’s workforce. Commit men
aside of scholarship monéyr continued educatioof employeesand the
provision of onsite childcare services are just some examples.
1 Diversity within and outside the firnwvhich includes a commitment to diversity
hiring and promotindeyond legal requirements aadvocating fosocial
initiatives that benefit minority publics.
1 Community involvemenivhich includes engagement with external stakeholders
often those who are proximate, but not always. Employee volunteanidrtine
supportof basic human rights would be two exde®

1 Investor relationswhich includes transparent communication and relationship
building with brokers, analysts, and individual investors.

1 Product safetywhich includs measures taken beyond the legal minintam
insure products to not harm consumarsalespersons

Reputation, Identity, and Image

As stated in the previous section, CSR has largely been conceptualized as a process of
reputation manageme(®enn, Todd, & Pendleton, 2010; Clark, 2000; Gjglb&iguud, 2005;
L'Etang, 2003; Pollach, 2003; Sen & Bhattacharya, 20dgardless of which of the seven CSR
categories a given initiative falilsxder the immediate goal of thaffort is often reputation gain.

Problematicallyhowever reputation is ofte used interchangeably with the terfidentity’ and
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“image” If such definitional confusion persists, measuring and evaluating reputation as a unique

construct beconsdifficult (Stacks et al., 2013deed becaus¢he CSR, PR, and marketing
literatures often conflate reputation with the similar yet distinct terms, slamfcationis
necessary.

The simpest distinction irthis triad is that between reputation and idenftgmetriou et

al.(2010)def i ne or gani z at i-mesentation of acompanty that @mssists df h e

S e

the cues offered by an organization (pt2e8 ough i

Identity is internally produced aridenexported to key stakehads in the hopes that they will
internalize that organizational percepti@avid et al., 2005; Hatch & Schultz, 1997; Stacks et
al., 2013) Identity, then, is controlled completely by the sender, which in thesisdbe
organizationLyon & Cameron, 2004; Melewar, 2003)

Reputation, on the other hand, is controlled completely by the regem@ch in this
case are the stakeholdé¢kyon & Cameron, 2004; Melewar, 200Reputations constitute
judgments made about organizasam the part of stakeholderBhesejudgments are informed
by both stakehol der s’ personal experience
distributed by the organizatiqg€oombs & Holladay, 2012; Fombrun & Shanley, 1990; Lyon &
Cameron2004; Wartick, 1992)

Image is much harder to distinguish from both reputation and idevitiim and Yang

(2013)argue that image and reputation are very similar; the difference is that reputation reflects

a judgment made over time whereas image reflects a judgment made at a particular moment.

While this distinction might be arth making, it is rarely employed in practice. Generally image

wi t

is used synonymously with either identity or reputation, and that usage varies across authors and

texts(Bromley, 1993; Brgnn, 2013; David et al., 200®wling, 1994; Dutton & Dukerich,
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1991, Stacks et al., 2013; van Riel, 19%gcause image varies sequentlyand unpredictably

in its usage regarding CSR, it is a poorly explicated concept in this area of study and thus will

not beconsideredn this research endeavor. The dichotomy of identity and reputation will

suffice.

Moreover, lecause CSR is often operationalized as managing reputation, reputation will

be the focutiere Generally speaking, reputatitias five common defining characteristics:

1) Constitutes perceptual judgmen{®rgnn, 2013; Fombrun & Shanley, 1990; Homburg et

al., 2013; Y. Kim & Yang, 2013; Melewar, 2003; Stacks et al., 2013)

2) Comprissan aggregate of stakeholder evaluatifisStaso, 2012; Y. Kim & Yang,
2013; Melewar, 2003)

3) Is historically based in judgments made over an extended period ofAionatt & Kleyn,
2012; DiStaso, 2012; Y. Kim & Yang, 2013; duy & Cameron, 2004; Melewar, 2003;
Stacks et al., 2013)

4) Is relatively enduring and stable over tif¥e Kim & Yang, 2013; Lyon & Cameron,
2004)

5) Is inherently comparative to other organizatigpsStaso, 2012; Hansen, Samuelsen, &
Silseth, 2008; Y. Kim & Yang, 2013)

Of course there are other attributes of reputatitor example, that it differs for each
stakeholde(Stacks et al., 2013 that it stems from the quality of organizatistakeholder
relationshipgDiStaso, 2012} but these attributes are less frequentlydaibethe extant
literature.
Distinguishing CA and CSR Reputation

According toHansen et al. (2008)epuation is a market validated concepn t h a't
company would not have a good reputafpi on
208). Determining thavalue among diverse stakeholder growsbe of highestconcern here

as reputation sergeas the chief measure of corporate social performance (@&EH, often
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reflectssuccessful CSR effor{€lark, 2000; Coombs & Holladay, 201Broblematically,
however, reputation judgments are composefhctors beyond merevaluations of CSP.

Stakelolders commonly judge organizations based on various levels of exedite
guality oftheir producst and services. High performance in these areas may have little or nothing
to do with CSP, but contributesto reputation judgments nonetheless. Camiwnthis collection
of expertisginnovativeness, and product qualgylaced under the CA umbrellBrown &

Dacin, 1997; David et al., 2005; S. Kim, 2011; Luo & Bhattacharya, 2006)

To operationalize antheasue the impact of CSR on reputatiand to determine its
economic impact on organizatiQiidSP must be considered independently of(Raghubir,

Roberts, Lemon, & Winer, 2010)hus, expertise in CSR iften operationalizéas a distinct
construct fronCA (Brown & Dacin, 1997; S. Kim, 2011This distinction is important for
demonstrating the value of CSR more precisely.

Fortunately, many stakeholders either consciously or subconsciously make this CA/CSR
separation when considering organizagilmeputation. Relying on credibility and consumer
congruence measuregeatedoy Newell andGoldsmith (2001andSen and Bhattacharya
(2001) David et al. (2005)emonstrated the existenola dualprocessing model of reputation.
They found that customers evaluated organizations on eight general factors loading on two
distinct dimensions. The corporate expertise, or CA, dimension consisted of judgments based on
corporate experience, skifixpertise, and innovativeness. The CSR dimension related to factors
of sincerity, trustworthiness, compassion, and social activism.

Researchers hawincefound that CA and CSR expertise affect reputation evaluations in
bothsimilar and dissimilar way$:or instance, while both CA and CSR expertise are positive

predictorsost akehol der s’ e v ,CSRexpeitise rs the roofe inpartarp ani e s
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driver. Additionally, CA expertise directly influences product evaluations, while CSR does so
only indirectly. It thus appears CA expertise is the better predaftpositive product
evaluationswhereas CSR expertise is the better predictor of overall organizational reputation
(Brown & Dacin, 1997; David et al., 2005; i5im, 2011)

Normative and Instrumentdotivations for Engaging in CSR

Just as CSR can be specifically operationalized through its effects on reputation, the
motives driving CSR practices can also be operationalized more concretely. There are a
multitude of motives for CSR, but scholars typically consider thspxisting indyads. For
example, CSR can be either performance driven or stakeholder driven. PerfednasiceC SR
constitutes a proactive practice of fulfilling the norms of good corporatewghip to achieve a
given orgaizational benefit. Stakeholddriven CSR, on the other hand, is considered a reactive
practice in which the organization responds to stakeholder activism or demands rather than
proactively anticipating therfAguinis & Glavas, 2012; Jahdi & Acikdilli, 2009)

Scholas have most often operationalized CSR as being driven either by normative,
ethicalmotivesor instrumental, profiseekinggoals Generally normative motives are
consideed noneconomic and conceived from an organ
its respective stakeholdefSontrarily, instrumental motives are economic and stem from an
organi zat i on’-isterestrolpurgud grofi(®gridis &&alvask, 2012; Carroll, 1999;
David et al., 2005; Fombrun & Shanley, 1990; Hartman, Rubin, & Dhanda, 2007; Jahdi &
Acikdilli, 2009; Neville, Bell, & Mengu¢, 2005; Peloza & Shang, 2011; Raghubir et al., 2010;
Reeves & FerguseDeThorne, 1980; Turker, 2009)

Normative motivations are akin to the stewardship principlech stateshat

organizations are public trustees and have a duty to use their resources to affect positive change
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for stakeholder¢Clark, 2000; Coombs & Holladay, 2012; Post, Frederick, Lawrence, & Weber,

1996) From this perspective, CSR is often seen as a wanforganization to pay back a debt;
asHartmanetal. (200put i1it, ®“corporations reap the bene
and therefore owe a congruent (po37Ad)The dchoesor y ob
of D é&L96D)son law of responsibility are apparent in this normative, stewardship view.

Nor mative motivations for engaging in CSR t
that PR practitioners serve as the corporate conscience. Within this framework, practitioners are
seen as ethical advisorand at tims activists—working within the oganization to influence
the values, beliefs, and thus decision makihgpp managemer{Benn et al., 2010; Jin &

Drozdenko, 2010; SY. Kim & Reber, 2008)As a tool for promoting social goods, CSR is often
seen a an exercise of corporate conscience when effectively managed by PR prac{iBenars
et al., 2010)

Other scholars L'Etang (2003)n particular— view the idea of the corporate coieswe
as an occupational myth. In their eyes, the motivations and goals for CSR are instrumental rather
than normative. Most often instrumental motivations for engaging in CSR focus on the direct
pursuit of economic value (e.g., profitability, revemmaen etc.) or the indirect creation of
economic value througimprovedreputation(Hartman et al., 2007; Y. Kim & Yang, 2013;

L'Etang, 2003; Manheim & Pratt, 1986)

This separatiobetween normative and instrumentadtiveshas at times, been hard to
maintain. Some studies suggest that, regardless of the motive, organizations that engage in CSR
are often perceived to be more ethigih & Drozdenko, 2010; Lyon & Cameron, 2004)

Moreover,many executivesee aroverlapin these twomotives for CSRBlomgren, 2011)

Stakeholders also seembielieve and accept thatganizations and their leadessrvetwo



19

masters. Generally stakeholders evaluate organizations nsitegly if they do not attribute
CSR practices to entirely selfish motives. However, stakeholders also accept the pressures
organizations face in terms of turning a profit, so CSR practices that appear overly altruistic are
commonlymet with cynicism(Coombs & Holladay, 2012; Sen & Bhattacharya, 2001)
A tense balance exists between normative and ettrigahizationamotives.Sabadoz
(2011)adopts a critical cultural perspectiteeexplain this tension. He sees CSR as a Derridean
suppl ement for unfettered capit ahattemptto ar gui ng
amend capitalism by both adding to it and substituting for it, as CSR demands attention to social
concerns while retaining the capitalist frame of predominantly pgofite ki ng or gani zat i
(Sabadoz, 2011, p. 7.8)he ability toascribeethical motives to CSR practicegven when they
are not presenthelps both the organization and its stakehaldepe with the necessity of
organizatios acting out of a profimotive by assigningltruistic motivego someorganizational
actions. I n turn, CSR’ s bamfcedltensioy makes thppraeticee r v e t
incredibly valuable. ASabadoz (201jput s it , “t he ambseekigmbneince bet
prosociality is criticaldesiresth@3&amendtapitalismh i oni ng
without discarding its produ¢it8)ve powers and
Regardless of whether this tension or balance between normative or instrumental motives
is necessary or socially beneficial, recognizing it makes good sense for organizations. Because
stakeholders are often critical of companies actingpbuhadulterated selfishness and skeptical
of those behaving overly altruistically, balancing these competing moépessentgood
business practice as doing so leadsmarovedreputationandfinancialsuccesgCoombs &

Holladay, 2012; Sen & Bhattacharya, 2001)
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Measurement and Scalirfigr Reputation

As notedthus far, understanding the effects of CSR hinges largely on understanding and
measuring the impact of reputation gain on fperformanceNumerous studies have
consistentlyshown that CSR practices positively influence organizational repu(@gunnis &
Glavas, 2012; Benn et al., 2010; Blomgren, 2011; David et al., 2005; Demetriq26t.8t
Fombrun & Shanley, 1990; Hartman et al., 2007; Luo & Bhattacharya, 2009; McWilliams &
Siegel, 2011; Navarro, 1988; Neville et al., 2005; Rettab et al., 2009; Waddock & Graves, 1997)
These reputation gains are most pronounced when CSR is ptagtibeconsistency and
strategically integrated withotheveryday business practices and overarching corporate goals
(Benn et al., 2010; Coombs & Holladay, 2012; Demetriou et al., 2010; Lyon & Cameron, 2004;
Melewa, 2003)

Reputation, acting as a moderator for CSR, in turn contributes to numerous direct,
bottomline benefits for organizationg hese instrumental outcomes include:

1 Firm survival (Abratt & Kleyn, 2012)

1 Competitive advantages, often through processes of differentiatiq@\bratt & Kleyn,
2012;Brown & Dacin, 1997; Coombs & Holladay, 2012; DiStaso, 2012; Fombrun &
Shanley, 1990; Hartman et al., 2007; Jahdi & Acikdilli, 2009; Laskin, 2013; Mackey et
al., 2007; McWilliams & Siegel, 2001; Melewar, 2003; Pava & Krausz, 1995; Rettab et
al., 2009)

1 Higher stock price (Benn et al., 2010)

1 Attraction of investors (DiStaso, 2012; Dowling, 1986; Fombrun & Shanley, 1990;

Lyon & Cameron, 2004; McGuire, Sundgren, & Schneeweis, 1988; McWilliams &
Siegel, 2011; Melewar, 2003; Walsh & Beatty, 2007)

1 Increased profit and revenue(Abratt & Kleyn, 2012; Blomgren, 2011; Demetriou et al.,
2010; Duhé, 2009; Gregory, 2004; Hartman et al., 2007; Neville et al., 2005)

1 Increased salegDemetriou et al., 2010; Lyon & Cameron, 2004; Orlitzky, 2008)
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The ability to charge premium prices(Brown & Dacin, 1997; Creyer & William, 1996;
DiStaso, 2012; Fombrun & Shanley, 1990; Luo & Bhattacharya, 2006; Peloza & Shang,
2011; Shapiro, 1983)

Consumer willingness to reommend products and servicefLuo & Bhattacharya,
2006; Lyon & Cameron, 2004)

More successful product launcheg¢Demetriou et al., 2010; Gregory, 2004; Lyon &
Cameron, 2004

More hospitable business climate@Benn et al., 2010; Hartman et al., 2007)

Decreased regulation and litigation(Benn et al., 2010; Jahdi & Acikdilli, 2009; Lydh
Cameron, 2004; Mackey et al., 2007; Manheim & Pratt, 1986; McGuire et al., 1988;
McWilliams & Siegel, 2011)

Increased internal efficiency and lower longterm costs(Blomgren, 2011; McWilliams
& Siegel, 2011, Oitzky, 2008)

Improved employee productivity and increased ability to attract employeefBenn et
al., 2010; Blomgren, 2011; Brekke & Nyborg, 2008; Demetriou et al., 2010; DiStaso,
2012; Dowling, 1986; Fombrun & Shkey, 1990; Gregory, 2004; Lyon & Cameron,
2004; McWilliams & Siegel, 2011; Melewar, 2003; Murillo & Lozano, 2006; Rettab et
al., 2009)

Reduced conflict with and increased support from stakeholder@Benn et al., @10;
Demetriou et al., 2010; Gregory, 2004; Hartman et al., 2007)

Increased customer loyalty and brand equityAbratt & Kleyn, 2012; Beatty & Ritter,
1986; Brown & Dacin, 1997; Demetriou et al., 2010; Du, Bhattagh & Sen, 2007;
Hansen et al., 2008; Luo & Bhattacharya, 2006, 2009; Peloza & Shang, 2011; Walsh &
Beatty, 2007)

Moreswi t chi ng fr om c¢ ¢Duempetribuetab,2E@ br ands

Reduced business riskBlomgren, 2011; Fougére & Solitander, 2009; Hansen et al.,
2008; Hartman «atl., 2007; Mackey et al., 2007; van Oosterhout & Heugens, 2008;
Walsh & Beatty, 2007)

Increased goodwill capital(Demetriou et al., 2010; DiStaso, 2012; Jahdi & Acikdilli,
2009)

Increased costs to rival businegs and a barrier to entrance for competitors
(Blomgren, 2011; Brown & Dacin, 1997; Jahdi & Acikdilli, 2009; Kreps & Wilson,
1982; Laskin, 2013; Milgrom & Roberts, 1982; Portney, 2008; Walsh & Beatty, 2007)
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1 Immunization from crisis or other negative newgCoombs & Holladay, 1996; 5.

Kim, 2011; Klein & Dawar, 2004; Lyon & Cameron, 2004; Peloza & Shang, 2011,

Xiong & Bharadwaj, 2013)

These empirical findings come framultiple sources, mangf which rely ondifferent
conceptualizations and operationalizatiari reputation, and thus the measurement of the
reputation construct varies rather dramaticalgasurement models relating CSR, reputation,
and financial performandgave typically treated reputation as a mediator of CSR effects on
financial performancelhis basic mediatin model is relatively simpleds Figure 2.1).

Other reputation mediation models are more compieXim and Yang (2013)for
examplerely on stakeholder theory ailllistrate this mediatioasbroken dowrinto distinct
effeds based on PR activities targetingried stakeholder group&ee Figure 2.2)Neville et al.
(2005)also expand upon this basic mediation model by addingrwnly considered moderators
(see Figure 2.3).

Regardless of how complex the mediation/moderation models are concerning reputation,
the reputation construct must be empirically measured in someéPRascholars working in the
1990s struggled with measuring reputation largely because the construct was confounded with
the similar yet distinct concept of personal character.

McCroskey (1966yvas a rhetorician studying ethos and credibility who, through seven
experimental studies and multiple factor analyses, develpalil and reliable scali®r
measuring charact¢see Table2.1). Some PR scholars saw enough similarities between the
constructs of personal charact er (1866)dcalefarr por at
measuring reputatiofsee Coombs & Holladay, 1996; Lyon & Cameron, 20@#ombs and
Ho | | a(#l986yorganizational reputation scale (ORS) is perhagsribst widely used

adaptation (se Table 2.2). Problematically, @sombs and Holladay (1998)emselves



23

realized, “character is not t h(@ 2§8eBeyormlthe measu
conflation of character and reputation, @RS suffers from other problems as well. While the

ORS technically consist of 10 items, in truth it is only five items, each repeated in its negative
form (e.g., “This organization is basically h
DI SHONE ST Eé scales Mtdnihdve differently stated items measuring the same construct to
ensure internal consistency, one would expect items stated so similarly acrassna d€ale to

generate reliabilities well into the .9 ranye.

Moreover, the ORS captures omiements of honesty, trustworthiness, and credibility.

While these measures are undoubtedly components of reputation, they are most certainly not the
only ones. In more recent studies, reputation has been more carefully explicatsd and

measurement moy@eciseTypi cal ly the measurement of reput
accepted conceptualizatiand operationalizatioof what reputation constitutes. For example,
Maignan and Ferrell (200@)e vel oped a corporate ci(i9%9% enshi p
1983)four-part typology of CSR. They measured employee responses to organizational CSR

efforts baed on their economic, legal, ethical, and discretionary dimensead able 3).

WhileMa i gnan a 1i2000)6cale is eer¢lidble and valid measure of reputation,
thevariance in reputation determined by CSR activities is difficult to determine using such a
measuremenihe discretionary citizenship dimension bears the greatest resemblance to an
operationalization of this papnmeraddgionaliemk i ng de
that might be applicable (e.qg., trustworthiness and encouraging diversity), but they load along
more traditional CA measures and are difficult to parge

Several commonly used secondary data sources that measure corporate réacg¢ation

similar limitationsin separating CA from CSR contributions to reputatlera r t Mosé 6 s
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Admired CompanyNIAC) rating is just one exampl&€éhe MAC rating is based on eight
organizational attributions: (1) financial soundness, (2)-l@ngn investmenvalue, (3) use of
corporate assets, (4) quality of management, (5) innovativeness, (6) quality of products and
services, (7) use of corporate talent, and (8) community and environmental responsibilities.

TheMAC has several strengths that explain itdevuse among marketing and PR
researchers. Most important, research suggests that the scales are both valid and reliable
reputation measures. Additionally, tNBAC is ideal for longitudinal studies as data for this
measure dates from 1982 to the presantlly, because the data is generated feomveys of
business professionals, the rankings reflect the insights of those individualsevitiost
expertise and familiarity witthe given industryLuo & Bhattacharg, 2006; McGuire et al.,

1988; Stacks et al., 2013)

Others consider the respondent pool a weakness becaldAthenly captures the
opinions of a single niche audiend&oreover, only one of the eight dimensions directly
addresses the CSR componentepiutation- and its rating is based on a singlem measure.

Even more problematic is that financial performance accounts for roughly half of the MAC score
(Laskin, 2013; Neville et al., 2005; Stacks et al., 20¥&)ile the mediation/moderation models
discussed previously suggest that CSR has indirect effects on financial performance, the MAC
providesCSRresearches with a limited ability to isolate those effects from pG#e measures

Other available secondaraté sources face fewer methodological limitations in
comparison to the MACThe Reputation Quotietlf (RQ), developed in 2000 gharles
Fombrun and the Harris Interactive Research Company, is just one example. Shis Rgsed
on 20 different attributesieasured on six performance dimensions: (1) social responsibility, (2)

emotional appeal, (3) vision and leadership, (4) products and services, (5) financial performance,
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and (6) workplace environment. In 2006, Fombrun partnered with the Reputationdrtstitut
update the R&, devising RepTrak’, which is based on seven dimensions: (1)
CSR/citizenship, (2) products/services, (3) innovation, (4) workplace, (5) governance, (6)
leadership, and (7) financial performarfEembrun, Gardberg, & Sever, 2000:8l.Kim, 2011;
Stacks et al., 2013)

Like the MAC, both the R and RepTrak” are valid and reliable measures of
reputation(Fombrun et al., 2000Additionally, each measure is based on responses from the
general public, and is thus not limited to a singular, niche stakeholderli®tpe MAC
(Stacks et al., 2013%ptill, as a composite measure of reputation, the influences of CSR and CA
remain intertwined.

Fortunately there are some sourttest evaluate companissparatly on CSPand CA
measuresAmong themost popularly used such measisethe Kinder, Lydenberg, Domini
Research & Analytics, Inc. (KLD) database. KcbDllects data to evaluate the CSP of various
organizations to aid socially responsible investors. KLEu$@s on seveareas of reputation
manydirectly related to CSR practiceBhese areas are community, corporate governance,
diversity, employee relations, environment, human rights, and pr@idubtResearch &

Analytics, 2003, 2006; Neville et al., 2005; Turker, 2009)

Many—ifnotmost-PR schol ars studying CSR’'s effect s
secondary data sources. Instead they collect primary data, often employing their own scales in
survey and experiental research. These scholars also struggle to separate CA variables (e.qg.,
pag financial performance, product quality, organizational issues) from CSR reputation factors
(e.g.,employee treatment, environmental sustainability, community involver{femt)brun,

1998; Stacks et al., 2013)
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S. Kim (2011)has been one of the most successful researchers in terms of CA/CSR scale
developmentgee Talte 2.4).As part of an online experimental study of consumer attitudes, she
employed a scale of CA and CSR associations, relying largely on items adapted from Brown and
D a c i(1®97xarier work in this areaHer scale is comprised of six items evaluating CA and
six items evaluating CSR. Like many researchgie determirgthe reliability of her indices
usi ng Cr onbac h’tsesearthprs howevés rstheiwnea stepfgrther, using
confirmatory factor analysis (CFA) to demonstrate both the convergent and discriminant validity
of the CA and CSR constructs.

Though the CA and CSR dual measures of reputation are popular and prasbica as
they separate soci al r e s p on ker factots,itheyyare ®nlyithe f | u e n
first step in the larger process view of reputati®tacks et al. (2013nvision CA and CSR only
as antecedents in the reputation building process. While stakeholders might value CA and CSR,
manymeasurements simptletermine whethean organizatiopossessethese abilitiesnotwhy
stakeholdersaluethem. Measuring reputational indicators in addition to antecedents reveals the
path through which CA and CSR enhance reputational outcemebsaginancial performance.

Stacks et al. (2013uggest that stakeholder judgments of reputation are reflected in their
assessmentd sevenreputationasubcomponents. CANdCSR initiatives present some aspect
of organizational identity to key stakeholders that mustigibleand internalized to generate
concrete outcomes. These actions should also lend sewhibility to organizawnal claims of
expertise in a given area. Credibility, however, is only achieved if stakeholders perceive
authenticityin organizational actions, whigheans the organization acted sincerely in
accordance with its mission and values. Ideally, both CA &R &bilities demonstrate a

commitment to organizatiestakeholderelationships often by reinforcing mutual commitments
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to shared interests. Both relationships and overall reputation benefitrénosparencyn the
part of the organization so that sta@klers can fully understand organizational behavior by
assessing motives. This openness in turn helps draateasstakeholders come to sée
organization aslependablycting in their interests. When organizatitwehavan suchways
theresultingrespect and admiratiaf stakeholderbreedsconfidencewhich indicateshey
view the organization as reputalff&tacks et al., 2013)

The seven reputational indicators of visibility, credibility, authenticity, transparency,
trust, relationship, and confidence lay the foundation for an intriguing and as of yet untested
measurement model for reputation. Véhsluch a model would be more complex than a CA/CSR
division, there is a convenience factor for PR, marketing, and communications scholars. Valid
and reliable measures of these indicators have already been employed in numerous studies,
though rarely in suchombination(see Berlo, Lemert, & Mertz, 1970; Y. Kim, 2001; Rawlins,
2009; Rubin, Palmgreen, & Sypher, 2004; Rubin, Rubin, Graham, Perse, & Seibold, 2011,
Walsh & Beatty, 2007; Wheeless & Grotz, 1977)

Despitehe wi de array of potential scales, meas
(2013)process view of ragation is not without its challenges. It is certainly possible to capture
most of the elements of these indicators, but it is highly unlikelyinteatCFAthey would neatly
or consistently load along these seven dimensions. The prima facie overlaptheseng
dimensions would likely create construct reliability astcriminantvalidity issues. Honesty, for
example, could easily be considered a compomemultiple indicator dimensions. Collapsing
some dimensiaitogether following exploratory factor dgais (EFA) would be the first step in
creating a better andorerefined measurement model for these indicaRegjardless,

considering these varied indicators as part of reputation management model would no doubt
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i ncrease the f i elddvhysCA knd GSRlakilities kead tofpositive w a n
reputational outcomes.
A Place for CSR in PR Scholarship

No matter how reputation is conceptualized, operationalized, and measured, it remains
among the most commonly evaluated endogenous variables in CSRhe&san exercise of
reputation management, CSR is a natural area of inquiry for PR studies and an emerging
cornerstone of PR practi¢Brgnn, 2013; DiStaso, 2012; Duhé, 2009; Y. Kim & Yang, 2013,
Motion, DavenportLeitch, & Merlot, 2013; Stacks etal.,2013) I n trut h, it i s be
seen as part of r epadtentalist ont managbeaepubl it batel
(L'Etang, 2003, p. 54)

Public relations is also a natural home for CSR considering the similarities in the daily
practices of eacliffectively managing bih PR and CSR practices requires developing
extensive knowledge of stakeholders and their interests, which is essential to balancing
conflicting demands that almost always a(Benn et al., 2010; Raghubir et al., 20IDhe
stakeholder knowledge required to oversee CSR programs often comes from practices of
environmental scanning made possible by the boundary spanning function ofrplattions
(Benn et al., 2010; Broom, 1977; Broom & Dozier, 1990; Clark, 200¥; &im & Reber,

2009) In fact, thesescanning and monitoring efforts constitute the first steps of Coombs and
Ho | | a(d042)CSR process model. PR practitioners are able tdifgecrossovers between
the interests of organizations and their publics to help organizations anticipate stakeholder
concerns and proactively address them, making CSR programs more efficient and effective.

In addition to providing strategic value, pubielations is tactically important to CSR

initiatives as wellVisibility is critical to the success of reputation management efforts such as
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exercises in CSR, and a comprehensive media relations effort that public relations can provide is
invaluable to oganizationgManheim & Albritton, 1984; Stacks et al., 201B)edia
significantly influence public opinion about organizations, and PR practitioners are often able to
create issue saliency fQSR efforts amongey publics through processes of priming and
framing(Laskin, 2013; Manheir& Albritton, 1984; A. Wang, 2007)

Strategic communication concerning a CSR initiative isoalitio its instrumental,
bottomline success for the organization. CSR messages are most effective when they clearly
communicate a social good generated bgrganization without being overly sgiffomotional
of that organizationAudiences have been empirically shown to be more receptive and
supportive oimessages witholv-key tones thaémphasizéacts about CSR initiatiegrather than
focus onorganizationbhinvolvement in those initiativeCoombs & Holladay, 2012; Jahdi &
Acikdilli, 2009). Message credibility is also critical when communicating about CSR efforts. To
that end, PR practitioners often filter messapesugh respected thiplarty sources or work to
generate woraf-mouth(WOM) campaigns to enhance aspects of message authenticity,
transparency, and credibility, which in turn positively affects stakeholder judgments of CSR
programs and thus organizatibngputatiors (Benn et al., 2010; Coombs & Holladay, 2012;
Jahdi & Acikdilli, 2009; Rawlins, 2009)

While CSR certainly has a place in PR research and practice, CSR is most often managed
across various organizatial departmeni®f which public relations is only or{®enn et al.,
2010; Coombs & Holladay, 2012; Melewar, 2008)s unlikely that public relations will ever
gain sole ownership of the practice because CEO®rg ni ze t hat irGhBderitys val ue

and the poor reputation tfe public relationgrofessiormmong mangtakeholder groups
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threatens to damage any goodwill CSR might generate. In short, management does not want CSR
to devolve into or be seen a$R stun{Benn et al., 2010; Coombs & Holladay, 2012)

PR scholars and practitioners, however, should not be discouraged. Again, while public
relations has much to contribute to the study and practic&Bf &xd might indeed have a case
to be in the CSR dr imaketingin parécaldar haveoatgteat deal tbi s ci p |
add as well. PR scholars must commit themselves to beingdiszgslinary if they are to
effectively study CSR and hopeliang new and valuable perspectives tottreoretical and

methodologicatonversation.
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Reputation Mediation by PR Function

Note SeeY. Kim and Yang (2013)p. 586.
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Figure 2.3
Reputation Mediation with some Proposed Moderators

Note: SeeNeville et al. (2005)p. 1100.
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Table 2.1

Mc Cr o s(koé6yChearacter ScaléHoyt Internal Consistency = .953)

Iltem

| deplore this speaker’s background.

This speaker is basically honest.

| would consider it desirable to bé&di this speaker.

This speaker isotan honorable person.

This speaker is a reputable person.

This speaker isotconcerned with my welbeing.

| trust this speaker to tell the truth about the topic.

This speaker is a scoundrel.

| would prefer to hag nothing at all to do with this speaker.

Under most circumstances | would be likely to believe what this speaker says about the tc
| admire this speaker’s background

This speaker is basically dishonest.

The reputation of this speaker is low.

| believe that this speaker is concerned with my4velhg.

The speaker is an honorable person.

| would not prefer to be like this speaker.

| do nottrust the speaker to tell the truth on this topic.

Under most circumstances | wouldt be likely to beleve what this speaker says about the to
| would like to have this speaker as a personal friend.

The character of this speaker is good.

Note SeeMcCroskey (1966)p. 72° All items are neasured on a strongly agree/strongly
disagree Hoint Likert scale.
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Table 2.2

Organi zational Reputation Scale (U = .82)

Iltem

The organization is basically honest.

The organizationsiconcerned with the webeing of its publics.

| trust the organizatioto tell the truth about the incident.

| would prefer to have NOTHING to do with this organization.

Under most circumstances, | would NOT be likely to believe what the organization says.
The organization is basically DISHONEST.

| do NOT trust the orgazation to tell the truth about the incident.

Under most circumstances, | would be likely to believe what the organization says.

| would buy a product or service from this organization.

The organization is NOT concerned with the wading of its publis.

Note SeeRubin et al. (2011)pp. 237238.All items are measured on a strongly agree/strongly
disagree Hoint Likert scale.
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Table 23
Corporate Citizenship Measure (U = .94)
Dimension Items

Economic Citi zen Wehavebeen successful at maximizing our profits.
We strive to lower our operating costs.
We cl osely monitor employee

Top management establisHeng-term strategies.

Legal Ci ti zens hi Themanagers of this organization try to comply with the law

Our company seeks to comply with all the laws regulating hil
and employee benefits.

We have programs that encourage the diversity ofvoukforce
(in terms of age, gender, and race)

I nternal policies prevent d
compensation and promotion.

Et hical Ci t i zens Ourbusiness has a comprehensive code of conduct.
We are recognized as a trustworthy compa

Fairness toward eworkers and business partners is an integr
part of the employee evaluation process.

A confidential procedure is in place for employees to report ¢
misconduct at work.

Our salespersons and employees are required to proNided
accurate information to customers.

Di scretionary Ci Ourbusiness supports employees who acquire additional
education.

Flexible company policies enable employees to better coordi
work and personal life.

Our business gives adequate contributions to charities.

A program is in place to reduce the amount of energy and
materials wasted in our business.

We encourage partnerships with local businesses and schoc

Note SeeMaignan and Ferrell (2000pp. 291292.All items are measured on a strongly
agree/strongly disagree@wint Likert scale.
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Table 2.4
S. K(ROdl)Scales for CA and CSR
Dimension ltems
CA associ at i on ¢lassociate thiscompany with innovative products.
| associate this company with market leadership.
| associate this companyith good quality products.
| associate this company with efficient manufacturing
facilities.
| associate this company with expertise in the manufactt
of products.
| associate this company with global success.
CSR associ at i orlasso@te this company with environmental responsibilit

| associate this company with philanthropic giving.

| associate this company with social diversity.

| associate this company with great care for communitie:
| associate this company with educatl commitment.

| associate this company with comméntto public health.

Note SeeS. Kim (2011) p. 228. All items areneasured on a strongly agtedngly disagree-7
point Likert scale.
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CHAPTERS3
THEORETICAL CONCERNS-OR PR STUDIES OF U$

Overlapcertainlyexists in the daily piices of CSR and PR management. Moreover,
thereis considerable evidence that theories common to PR research are also applicable to
investigations of CSR. Unfortunately, CSR studies often lack strong theoretical foundations. As
Sabadoz (201 x pl ai ns, “the [CSR] Iliterature has ter
expense of t he&mT9eWhilecsehbdlarsphave aommonlpexplicated CSR as a
practice of reputation managemeéntmuc h of t he quantitative resea
atheoreticalandinductive, rather than deductive and based on established models of reputation
c h a n($tackKs et al., 2013, p. 562, emphasis original)

Perhaps because there have been a vast number of studies on CSR across various
disciplines, researchers mistakenly consider CSR practicaastating a broader theounto
itself. To best understand why CSRhist a theory, one must consider what constitutes good
social scientific theory.
Defining Theory

Theory is a critical element of the social sciences as it lays the groundwork for
explication, operationalization, measurement, and eventually the uncovering of scientific
knowledgeitself. Because theory serves as a necessary jumping off point for research, it can be
considered a line of demarcation between scientific and nonscientifigtsutisie scientific

inquiry occurs only in service to theof@haffee, 1991; Popper, 1963)
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Numerous social sence metgheorists have attempted to define theory relying on a
variety of different characteristics of what makes for good thésag P. F. Anderson, 1983;
Chaffee & Berger, 1987; Denzin, 1978; Heath & BryaB82; Homans, 1964; Laudan, 1977,
Reynolds, 1971)Based on this extant literature, the following working definition of theory is
posited:

A theory is comprised of sets of internally consistent and sufficiently abstracted
statements, constructs, and/orgwsitions that, when operationalized, can be applied to
concrete phenomena and then measured to provide empirical evidence about the
reliability and validity of explanations and predictions drawn from those abstracted
statements, constructs, and/or proposs.

10 Aspects of Good Theory

Defining theory is a good start; however, one can certainly go deeper by categorically
listing necessary or at least desiredaspects of good theory. Again, based on the extant
literature, there are at least 10 sugbeass:

1) Explanatory power

2) Internal consistency

3) Abstractness

4) Organizing power

5) Predictive power

6) Relational sense of understanding

7) Control

8) Falsifiability

9) Parsimony

10)Heuristic provocativeness
For the sake of comprehensive understanding, this discussion vélteomach of these aspects
individually.

Many scholardelievethe ability to explain phenomemathe most important aspect of
theory.Homans (1964) f or exampl e, st atiisnotalthedryuhless t heor vy
it is an (& Danzingl9i8pptaks even more forcefully

i s e x p l(padveGoadohacty mast provide plausible reasons not only as to why observed
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phenomena exists, but also why and how key constructs relate to one another as they do in
observed realityChaffee & Berger, 1987; Heath & Bryant, 1992; Reynolds, 1971)

Explanation is improved when thées are internally consistent, thatheir given
statements and propositions are logically congruent. When statements and prczaisotinn
constructs and their relationships are inconsistent, it is difficult for researchers to make
judgments about enmcal findings. This difficulty in turn dooms efforts of explanati¢h F.
Anderson, 1983; Chaffee & Berger, 1987; Heath & Bryant, 1992; Laudan,.1977)

Theory operates best when it possesses at least some afegjpsraction, meaning it
can be applied across a variety of temporal and spatial conditions. Abstractness is key if for no
other reason than efficien¢RReynolds, 1971)imagine if each concrete phenomenon required its
own theoretical explanation for every given setting. The number of theories would be infinite.
Moreover, the explanatory and predictive power of theory would be moot as each theory would
be extremely limited in its applicatiq@€haffee & Berger, 1987; Homans, 1964; Reynolds,

1971)

Some understanding pfesenknowledge is helpful when effectively and efficiently
attempting to explain or prediatgiven phenomenon. To that end, good theories organize
existing knowledge- often through the use of typologies consisting of mutually exclusive and
exhaustive categoriesso that researchers can quickly identify (a) what is already known and (b)
whereknowledge gaps exist so that they noane daybe filled (Chaffee & Berger, 1987,

Reynolds, 1971)

Once existing kowledge is organized and constructs are adequately explained, good

theory can take what is known to develop hypotheses about what might be. Should these

occurrences actually take place in the future, a theory is said to have predictive power. Along
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with explanation, prediction is a cornerstone of good social science theory. Often reséarchers
primary interest in explaining past events is to uncover procassggzatternghat allow them to
accurately predict future occurrend€@haffee & Berger, 1987; Denzin, 1978; Heath & Bryant,
1992; Reynolds, 1971)

Closely related texplanation angredictonis the provision of some relational sense of
understanding. Theory should enable scholars to sensibly link constgetiser, typically
through the operationalization of independent and dependent variables, so that they may
understand how such connections have previously affected phenomena (explanation) and how
those relational links might explain future phenomena (ptiedi) (Reynolds, 1971)

Once explanatory or predictive relationships are understood, they can potentially be
controlled. When the effect of one indedent variable on another dependent variable is known
or suspected, it logically follows that one could control for changes in the dependent variable by
altering the independent variable in some \{fdgath & Bryant, 1992; Reynolds, 197 Qontrol
is not used in a literal sense here as certain phersoamot actually be controlled by humans;
a physicist, for example, cannot reverse gravity. However, she could make accurate predictions
about future events were such control possible. The same is often true of social sciences, though
admittedly communidson variables are often subjectaotualhuman control.

Falsifiability is also a critical element of good thedtyprincipally relates to the
testability of theoretical statements. If a theory cannot be operationalized and empirically tested
then it sgnificantly decreases in value to the scientific commuityF. Anderson, 1983;
Chaffee & Berger, 1987; Denzin, 1978; Heath & Bryant, 1992; Reynolds,.197Hr eud ' s

psychoanalytic theory, for example, offers exgtion and prediction, but the difficulty in
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empirically testing its assumptions has been a major knock against it throughout its history,
which primarily led to its fall fronpostpositivist, social scientifilmvestigation.
The next element, parsimorgmerges fronadesire for efficiencyTheories should be
only as complex as the phenoméinay try to explain-i.e., no more intricate than necessary
with simple theories preferred to complex o(€bkaffee & Berger, 1987; Reynolds, 1971)
Heath and Bryant (1992)escribe parsimoniousnassingt he “back of the envel
meaning that the major statements and propositions of a theory should be so tightly defined that
one could handwite them in their entirety on the back of an envel@pe 3) Parsimony is most
i mportant as it relates to boundary condition
explains, and (@laliee & Berger,s198a, p.t1@2)hebees that lack
parsimoniousness often become overly general and abstract, display loose boundary cenditions
if any at all-and are difficult to operainalize and measure as a re¢Ghaffee & Berger, 1987,
Reynolds, 1971)
The final element of good theory is heuristic provocativeness. Theogiéaristically
provocative as they draw interest from the scientific community and generate valuable areas of
inquiry and novel hypotheses for investigati@haffee & Berger, 1987; Denzin, 1978; Heath &
Bryant, 1992) Heuristic provocativenessis oftencomsde d a measur e of a t he
field of scientific inquiry as the development of new areas of research is necessary to move
social science forward
Why CSR is Not a Theory
If one considers the working CSR definition from Chapter 2 in light ofeHé aspects
of good theory, it becomes fairly obvious that CSR is not a thauxyitself Despite that fact,

CSR does display some theoretical attributes. First, CSR appears to operate at some level of
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abstraction as CSR itself is not the most conaeterms. CSR has been operationalized to
include much more specific practices such as philanthropy, volunteerism, environmental
protection, community relations, and so fofirown & Dacin, 1997; Coombs & Holladay,
2012; Peloza & Shang, 2011; Rettab et al., 2009; Sen & Bhattacharya, 2001)
Moreover CSR also displays organizing power, as many of the concrete
operationalizations listed above have been further grouped into several distinct typskegies
K.-H. Lee & Shin, 2010; Maignan & Ferrell, 2000; Peloza & Shang, 2011; Rettab et al., 2009;
Sen & Bhattacharya, 2001; Turker, 20085R appears to possess some degree of parsasony
well, often summed up as the shortbumfal i ar | dea t Hoaellbpdoiogp mpany ca
good’ Simply stated, improving the social or environmental conditions of stakeholders improves
the economic dividends to busingéssethe“InstrumentaDut comes” di scu.ssi on i
Finally, CSR hasinquestionable heuristic provocativeness, especially within the
business, marketing, amRl i t er ature. A keyword search of *“c¢
the EBSCO academic databadesing December 201ghowedthat almost 30,000 separate
academicqurnal articles héhbeen written on the subject since 1950, not to mention numerous
conference papers, trade publications, and other periodicals.
That said, CSR faces several theoretical shortcomings, many of which cascade from the
requirement of internalonsistency. CSR seeks to achieve instrumental, pnaiimizing goals
and/or normative, ethical goals of improving societal welfare. While pursuing one or the other
presents little problem, pursuing both simultangoofien creates tensidiabadoz, 2011)
Instrumental and normative goals are not necessarily contradictory, bulotiseynetimes
conflict; as a resulissues of explaimig, predictingandcontrolling for corporate behavior arise.

In fact, Carroll (1999) viewing CSR as a business expenditure, goes so far as tolaagTSR
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actions “may have multipl e r [otilkation]lisndtian si ngl e
fruitful criterion fgu27gudging soci al respons
Though C899)pasitioh may beverly extreme sinceinstrumental and
normative goals are often in flux, @&nation and prediction of exactly when and how an
organization would practice CSR and what the results of that practice might be are difficult to
ascertain. And while definitions of CSR clearly suggest that a company'magjld  wel | by do
g o o they’frovide little inherent description or understanding for why these causal relations
exist or how they operate, which agamowballsto create problems for how one might control
such relational links.
Finally, without clearcut explanations, predictionglational links, or suggestions for
control, empirically verifying the means through which CSR achieves its stated instrumental or
normative goals isirtually impossible The followingtallyo f  C tddretgcal score recap

this discussion:

B—Explanatory-pwer
2)}-tnternal-consistency
3) Abstractness

4) Organizing power

9) Parsimony
10)Heuristic provocativeness

Onecan clearlyseethat CSR fails more theoretical tests than it passes, which is- oy
its own merits- CSRis not a theorylnsteadCSRoperates like several other constructs in
communication researchsuch as credibility and trustin that it is a construct that is semi
operationalized, but can only be understood and put to wsasah scientific study once

comprehendethroughsomebroadertheoretical lens.



45

Common Theories Employed in CSR Research

In thelarger sense, CSR should by no means be considered atheoretical because
numerous communication theories can inject the constitittie needed internal consistency,
explanatory and predictive power, relational sense of understanding, control, and falsifiability
(see Abratt & Kleyn, 2012; Carroll, 1979; Connelly, Ketchen Jr., & Slater, 2Dddmbs &

Holladay, 2012; David et al., 2005; Freeman, 2010; Friedman, 1962; Hansen et al., 2008; Heider,
1958; Jensen, 1988; Kelley, 1973:8l.Kim, 2011, Laskin, 2013; Luo & Bhattacharya, 2009;
McWilliams & Siegel, 2001; Neville et al., 2005; Sen & Bhattarya, 2001; Weiner, 1985;

Wood, 1991; Wood & Jones, 1995)

Manytheories have been employed in CSR studies, each of which explains and predicts
specified effects. One common area of research focuses on stakeholder response to CSR
initiatives. If stakeblder responses are negative or neutral, the expenditure is not justified.
Attribution theory has been frequently used in such research.

Attribution theory states that an agent responds to an actor based not only on the behavior
itself, but the perceiveadhiention of the actor for engaging in said behagit@ider, 1958;

Kelley, 1973; Weiner, 1985Attribution judgments reflect a basic belief that people and
organi zations act out opeoplewwoao thimgs likerthat acetike put mo
that’ (Griffin, 2012, p. 402, emphasis origind¥)ost often, CSR studies relying on an attribution
theory framework ask whether publics attribute CSR activities to@etitherserving moties
Typically, when publics attribute at least some degree of -G#@ingmotives to CSR actions,
they perceive the organization as more sincere and rep(&at{em & Lee, 2012)
Attribution-driven CSR studies have shown priorutgtion to be a positive moderator of

stakeholder judgments of organizational sincerity in CSR mogi#eS. Kim, 2011; Lyon &
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Cameron, 2004)Additionally, when stakeholders perceive multiple motives for CSR actions,
they have difficulty making attribution judgents. This difficulty is further complicated if
competing motives are perceived as incompafidleS. Kim, 2011) The resulting suspicion of
organizations is lessened when CSR initiatives are communicated througpetttyrdources,
which are often attributed greater credibiliBenn et al., 2010; Coombs & Holladay, 2012;
Jahdi & Acikdilli, 2009; H-S. Kim, 2011)

Stakeholder attributions of CSR motives are also more positive as coitqass/
congruence increases, i.e., there is a goodness of fit between tfh&8:aKim, 2011; Peloza &
Shang, 2011)As Coombs and Holladay (201 3)escribe it, fitranslatestd a consi st ency
the corporation’s str at e g iaftvombleecoshenefithaBoiromat ur e
the corporati(po8b)s perspective”

Othershave shown thahe character congruence between company and stakeholder
positively mpacts stakeholder attributions about CSR and the organization more geSerally.
and Bhattacharya (200l)ound t hat * c ®teGSR are corgingent od the amoumtn
of congruence or overlap they perceive bet wee
ef forts, gm2k8) Aditdurns oulpthimmcompargharacter congruence positively
affects stakieolder judgmentsfoorganizations, particularly if CA is logsen & Bhattacharya,
2001)

Signalingtheory has also been used in CSR studies, though somewteltmitedly.
The crux of signaling theory is that certain organizational symbols or actions can communicate
guality either of the organization, its products, or its seriCesnelly et al., 2011From this
perspective, CSR is considered a signatéikeholdershat the organization shares their

commitment to certain social caug&®ering, 201Q)Additionaly, CSR has been empirically
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shown to boost corporate reputation, which signals product and service quality to corsumers
especially for experience goods, the quality of wiasiddifficult to determine prgurchase
(Brown & Dacin, 1997; S. Kim, 2011; Laskin, 2013; McWilliams & Siegel, 2011)

Agency theory is also frequently referenced in the CSR literature, though most often it is
used as a justificatiomotto engage in CSRAgency theory-like its close theoretal cousin, the
theory of the firm- contends that the primary responsibility of an organization is economic, and
delivering returns to shareholders trumps other d¢@Gesroll, 1979; David et al., 2005; Jensen,
1988; McWilliams & Siegel, 2001; Wood, 199Brom this perspective, principals (i.e., owners
and shareholders) employ agents (i.e., executives and managers) to run the firmrnithe c i pal s’
best economic interest€onnelly et al., 2011)

Often, however, principals are plagued byalgency problem: their interests do not
always align withthose ofthe agents they employ. CSR is often seen as emblematic of the
agency problem when “managers use CSR as a me
career agendas, at the expensehods e h dMcivdlians & Siegel, 2001, p. 118Fconomist
Milton Friedman (1962)perhaps the mostly widely cited critic of CSkeavily relies on agency
theory in his critiques

There is one and only one social respbitity of business-to use its resources and

engage in activities designed to increase its profit so long as it stays within the rules of

the game, which is to say, engages in open and free competition, without deception or

fraud. [ ..] F ethordaughly undesmine thauvergfousdations of our free
society as the acceptance by corporate officials of a social responsibility other than to
make as much money for their stockholders as posgjibl&33)

Of coursethis assumption concerning CSR only holds if such practices operate at a net
loss for the organization, and lags been notedhere is considable evidence to the contrary.

Moreover, agency theory has fallen from favor because rarely do all principals agree as to how

managers should run their compani@sd agency theory provides no guidance for resolution:
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Some have suggested that such steyrh investors are the worst kind of principals
because they are themselves opportunistic, which may come at the expense of sustainable

practices [..]. This, however, puts schol ar
t hat some i n vteas othenrs and that ®ome pbreipats bave interests that
managers should intentionally ignore [ ..]

mantra that managers responsibility is to
principal s ma(gonrkleydtal.n2011,'pvoq)l ue’ ) .

Stakeholder theory, the dominant paradigm in CSR studies, provides some answers to the
nonrefuting anomalie’sof agency theorylL.uo & Bhattacharya, 2009; McWilliams & Siegel,
2001) Stakeholder theory grew largely from the workFeéeman (2010)who defined an
organi zational st akeh alwhkbean afleed orfs affecged lgythe up or i
achievement of t he (p A6y AcoordingatdHi-SO Kirh (201D lugiresst i ves”
and society are too etdependent to separate from one anothériadman (1962proposes;
the quality of stakeholdesrganization relationships have dirdostrumental, economic impacts
on organizational bottom lingdsreeman, 2010; Luo & Bhattacharya, 2009; McWilliams &
Siegel, 2001)
In truth, the foundational ideas of stakeholder theory existed long beforeetg itself.
As Carroll (1999w r i t e s 0(1953pbook, 8atial Responsibilities of the Businessman
“ B o w €1933)svork proceeded from the belief that theesal hundred largest businesses
were vital centers of power and decision making and that the actions of these firms touched the
' i ves of «citi Zpelsd Organizatoasrane sirpilarly affecsed by the actions of
key stakeholders such as investors, employees, consumers, surrounding communities, and
government bodies amongmanyothes.
Stakeholder engagemeistthusat the heart of many CSR practices. When informed by
the needs and desireskafy publics CSR can cause stakeholders to closely identify with

organizations. Sharingvenminimal powerover CSR initiatives can generate trust, which fosters
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needed gpport from stakeholders and helps maintain quality relation$@psmbs & Holladay,
2012; Sen & Bhattacharya, 2000oombs and Holladay (2018)aborate further, claiming that
“CSR now matter s pgeeantage sfstakaholders decided sosial aorgerns
were iIimportant enough to infl u(P.R2) Bstakehadders r el a
feel organizations are not acting as they should, then investors may commit financial resources
elsewhere, consumers msgek products and services from competitors, the surrounding
community may grumble with dissent, and unrest may run rampant among employees.
Stakeholders and ResourceControl

Resource control in large part explains the value of stakeholders to orgarsizand it
also lies at the heart of both the resothased view of the firm and resource dependency theory.
Many investigations of CSR practice haxeen grounded in these resouocented theories,
especially studies in the marketing literature. Trs®uecebased view of the firm has commonly
been used to explain performance differences among comptuaies organizations with the
greatest access to resources and the ability to strategically impldmosatresourcese
generallythe most successf(Connelly et al., 2011; Pfeffer & Salancik, 1978)

From the resourebased view of the firm, resources can be characterized as having four
generakharactestics (Abratt & Kleyn, 2012; McWilliams & Siegel, 2011)First, resources
must create value for the firm, meaning the revegeaerated from their implementations
exceeds the cas(McWilliams & Siegel, 2011)The resource value for the firm is oftegfided
in terms of resource value for stakeholders. For exarp(@, Anderson and Narus (1999)
conceptuali ze resource value as “the worth in
and social benefits a customer receives in exchange for the price it pays for a market dfferin

(p. 5) This understading of resource vakiapplies for other stakeholder groups as.well
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The remaining three aspects of resources also contribute to value. First, resources must be
rarebecausecarcity— particularly amongfirm’ sompetitors- adds tooverallvalue. Secod,
resources must be imperfectly imitable. If competitors can easily recreate a given resource to
achieve their own ends, the resource lacks scarcity and therefore value. Finally, resources must
not have strategically equivalent substitutes. If the ematysed by a given resource can be a
achieved throughnother means, then the resource loses its Yalm@att & Kleyn, 2012;
McWilliams & Siegel, 2011)

Social responsibility studies relying on thegarcebased view of the firm typically
conterd that CSR is important because it bolsters reputation, which is a valuable, rare,
imperfectly imitable resource with few strategic substit(it@skin, 2013) The value of
reputation and CSR increases as stakeholder demand for such behaviors increases. Rising
demand for CSR among stakeholders is indeed the new norm, and the PR subfield of investor
relations provides an eglitent illustration.

According toHockerts and Moir (2004)CSR intiatives became important to investor
relations officers because investargsrebeginning to expect companies to provide social goods
as well as financial returran their investments. While socially responsible investors are still a
minority in the invesnhent community, they are a growing ofiée first socially responsible
mutual fund was established in 1971; by 2003 there mere thar200 such funds, collectively
worth more thar$200 billion(Markowitz, 2007) As Markowitz (2007)ar gues, “t he f ac:
even the businesses with the worst reputations [i.e., Bayer, Clear Channel, Halliburton] are
attempting t o pr e[soealltrespohsilafisneohstrates theacenstitut® R’

legitimacyo f t h e(ppf 135.36F "~
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As stakehtulers graduallyrome to valueocially responsiblactivities, organizations
have little choicdutto comply because thélgemselvesire dependent upon stakeholders for
various resources: investors for capital, employees for labor, customers for sales revenue,
communityfor social legitimacy, and so on. This mode of thinking is the crux of resource
dependence theo(iNeville et al., 2005)From this perspective, power differentials are key.
Generally organizations seek to control resources on which others depend to createrscarcity i
the marketplace and increabe vale of controlled resources. Additionally, organizasion
attempt to minimize their dependence on resources controlled by others to decrease the value of
uncontrolled resourcé€onnelly et al., 2011)

Unfortunately for many organizations, they ar®r the moment at leastbound to
numeous stakeholders for a varietytbe key resources discussaldlove Consider Jahdi and
Aci k d(20D9ais’'sser ti on that “as far as cdrtaanegower ba
consumers and st ak@H®) Fdoea gesofircedepehdency peespeetive,
public relations, marketing, and C®Rist to satisfy the needs of stakeholders to keep resources
flowing freely.
Spotlights on the Larger Stage

Public relations provides several theoretical perspectives from which to study CSR. It is
important to remember, howeveratmo one theory constt u t best approath to CSR
because no one theory provides a complete view of the practice. The nature of theory is to
highlight only specific elements of a phenomenon and to offer explanations and predictions
related only to that narrowed view.

It is best to think of CSR as a darkened stage. Each of the theories described above acts

as a spotlight, illuminating only certain aspects of the pradiigency theory points to the
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importance of profiseeking behaviorsaorganizations have financigspomsibilities to
shareholders. Stakeholder theory forces scholars to recognize responsibilities extending beyond
shareholders tawider group ofdiversestakeholdersResource dependency theory and the
resourcebased view of the firm explain the economicuabf stakeholder® organizations:
firms rely on stakeholders for resources necessary for survival and growth. As stakeholders come
to value socially responsible behavior, organizations are best served by engaging in such
behavior tomaintain access tdakeholdercontrolled resource#&nd according to signaling
theory, CSRpracticesndicateto these key stakeholders that organizations share their key
values, which in turn makes them more likely to remain resource loyal to the organization.
Finally, as #ribution theory would predict, the goodwill generated among stakeholders by
organizational CSR engagements is strengthened when stakeholders attribute organizational
motives to some level of sincerity in serving stakeholder needs and desires.

Individually each theory contributes only a portion to scholarly understanding.
Considered in conjunction, however, the spotlights of each theory coasifigringing up the
house lightsallowing researcherto understand CSR practice more holistica8yill, scholars
chooseheoriesto employ in given studiadtimatelybecause ofiow well they advance the

explanatory and predictive goals the research is trying to achieve.
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CHAPTER4

RESEARCH QUESTIONS;IYPTOHESES, AND A MEHODS OF ANALYSES
Study 1:Using Secondary Dat#o Predict Best CSR Activity Choice

Regardless of the theoretical approach taken by researchers, investigations into the
effectiveness of CSR have similar constructions and thus similar weaknesses. First, CSR is often
studied at either thindustry, organization, or individual level. While such studasribute to
scholarly understanding of specified CSR effects, they do not allow for an integrated
understanding of CSR theactual, multievel settings that PR practitioners fg¢éguinis &
Glavas, 2012)

Second, measuring the effectiveness of CSR typically involves niegsgjputaton as a
mediator or moderator (recall Figer2.1& 2.3). Whether relying on the theory of the firm,
agency theory, or the resource view of the frm,CR val ue is | argely dete
influence on firm financial performan¢Aguinis & Glavas, 2012; Luo & Bhattacharya, 2006;
McWilliams & Siegel, 2001)While this contribution to financial importance is key to justifying
CSR activities, it provides little guidant® PR practitioners the way of selecting CSR
activities in which to engage.

Consider that scholaencourage PR practitioners to practice CSR strategically, which
has many different components. For some, it m
cater to the interests and concerns of stakisgns(S-Y. Kim & Reber, 2008; Y. Kim & Yang,
2013; Sen & Bhattacharya, 2001; A. Wang, 2060y others it means that CSR activities should

be sensibly aligned with treveryday objectivegractices, and limiteons of both the individual
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organization and the industry within which it operdgt&snn et al., 2010; Coombs & Holladay,
2012; Demetriou et al., 2010; Lyon & Cameron, 2004; Melewar, 2@Bi8h approaches are
corsiderations of goodness of fitat least to some degree.

What PR practitioners need is some way to reasonably determine which types of CSR
activities are likely to generate reputation gains for their compahiemdel of best practices
that integratesariables at both the industry and organization levels would serve this purpose
(see Figurel.1). In formulating CSR initiatives, PR practitioners would be well served by an
understanding of the reputational strengths d we ak ne s s e s iodbstigsdsaellr ¢ o mp
as the organizational idiosyncrasies that lessen or amplify those strengths and weaknesses for
each institution.

Reputation as a Dependent Variable

Measures of CSR often hinge on measures of reputation; the secondary data analysis
approab proposed here will be no different in this regard. However, rather than employing the
usual approach of modeling reputation as a me
performance, this study will treat reputation as a dependent, endogenous VAgabies &

Glavas, 2012; Brown & Dacin, 1997; S. Kim, 2011; Luo & Bhattacharya, 2006)

Additionally, this study will not consider CSR reputation as a monolithic variable. As
wasdiscussedn Chapter 2scholars hve gone through great efforts to subdivide CSR into
various categorieBrown & Dacin, 1997; Coombs & Holladay, 2012; Peloza & Shang, 2011;
Rettab et al., 2009; Sen & Bhattacharya, 200hen developing CSR indtiives, organizations
may choose from a variety of socially responsible activities ranging from employee relations to
philanthropic giving to environmental sustainability. Additionally, organizations may have good

reputations for certain CSR subcategoded dismal reputations in others. Collectively, these
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constraints demand more precise measurement of CSR reputation across several subcategories as
opposed to a generalized measure.

KLD Research & Analytics (200@rovides reputation ratings on approximately 3,100
publicly traded companies. These ratings are established using roughly 80 indicators in seven
comprehensive issue aref$D Research & Analytics (200&ubdivideghesendicators within
each category into organizational strengths or areas of concern. The company employs a binary
rating system for each indicator, where a 1 indicates the pesém strength or concern and a 0
indicates no company strength or concern for that indicator.

Unfortunately, KLD's seven areas do not al
CSR in the typology put forth in Chapter 2. Nevertheless, the indiczarbe arranged ingx
broad subcategories of reputation that align reasonably well with the proposed typblegy.
are as follows (see Tablel32

1) Environmental Sustainability

2) Philanthropy

3) Employee Relations

4) Diversity

5) Community Programs

6) Human Rights
Scores for company reputation irceasubcategory will be computeg addingthe strength
ratings for eachvariable in a given CSR categaagd subtracting theoncerrnratings within that
same category

Independent Variables
The independent variables fnathis study are taken directisom or calculated indirectly

from the merged COMPUSTAT and CRSP datahasbi&h provide an array of data measuring

book and market value and risk as well as general industry and organizational information. This
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study drawsupon extant research for variable selection acrossdustry and organization
levels.
The first variable of interest is industry type. COMPUST@Assifies firms into a wide
variety of industriesising standard industry classification (SIC) cod®kile SIC codes are four
digits long and can be very specific in industry classification, the study is primarily aimed at
discovering differences in reputations for social responsibility at a broad level. Therefore, firms
will be classified into one of 82 geral industry types using the first two digits of these SIC
codes. As was stated previously, the reason for measuring CSR reputation using subcategories as
opposed to a monolith measusdo evaluate potential difference#hin the larger CSR
construct

RQZI Will industries display significant differences in reputation score across the selected
CSR activity categories?

RQ2 What industry level factors will drive treemergace of specifiéndustriesas
reputation leaders within the eight selected CSRviagttategories?

Two commonly studied industigvel variables are industry competitiveness and
differentiability. Industry competitiveness has typically been defined by the Herfindahl
Hirschman index (HHI), which measures how widely or narrowly mastkate is dispersed
across firms in a given industry. A lower HHI indicates higher competitiveness within the
industry(Cordeiro, Yang, Kent Jr., & Callahand Ill, 2014; Giroud & Mueller, 2010; Luo &
Bhattacharya, 2@). HHI is commonlycalculated aghe sum of squared market shaovéthe

firms within a given industry

3A1 AO
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As the above equation illustratesarket shares are computed using firm salesfdata

COMPUSTAT (Giroud & Mueller, 2010)



57

Differentiability refers to the ease with which a firm within a given industry can depara
itself through some competitive advantage over other firms within the same inthisingible
differentiation occurs when a company develops a more positive identity or reputation for itself
in comparison to other firms in the same industry. Advedigntensity is an oftised variable to
measure a firm s | evéltiscompuiehas llowsi bl e di fferen
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The advertising intensity for an industry is calculated by averaging ttestesihg intensity of all
the firms within it.

A substantial amount of scholarly research shows that companies engage in CSR
activities to gain some competitive advantage. Moreover, that advantage most often comes
through a process of differentiatig@oombs & Holladay, 2012; Hartman et al., 2007; Mackey et
al., 2007; McWilliams & Siegel, 2001; Melewar, 200®9Jith these factors in mind, the
following hypothesesre posited:

H1: More competitive industries will dplay higher social responsibility ratings
compared tdess competitive industries

H2: Industries with high advertising intensityll display higher social responsibility
ratingscompared tandustries with low advertising intensity

There is also caiderable evidence that financially successful firms and industries face
more intense pressure to engage in CSR than their poorer count&pais1960Yirst
articulated theneed for CSR efforts the commensuratgith corporate wealtHRost et al. (1996)
called this the stewardship principle, arguing that companies have an obligation to use the
resources they obtain from stakeholder contributions to imphevives of those very
stakeholdes. Many scholargonsider this line of argument to be basedacial legitimacy,

meaning industry cannot existet alone thrive-withoutat | east stakehol der s
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business practicgéllen & Cailouet, 1994; Bedeian, 1989; Carroll, 1999; Clark, 2000; Sabadoz,
2011) This social legitimacgtance encourages equitable returns to stakeholders as companies
only achieve success through stakeholder commitment.

The ironlaw and social legitimacy claims would suggest that as an industry grows in
financial performance, it should also grow in social performance. Additionally, because high
growth industries also tend to be more competitive, the need for CSR as a differentiati
mechanism should also point toward increased social perfornldangrick & Abrahamson,

1995) Marketgrowth is calculated longitudinally as the average annual sales growth of firms
within an industry as defined by COMPUSTAT daftais scholarship suggests the following
hypotheses:

H3: Industry changes in market growth wabbsitively correlate with changein social
responsibility ratings.

Industries also vary in their level of risk as typified by capital intensity and demand
instability. Capital intense industries are categorized by high capital investments in property and
equipment in comparison to awadl labor costs. Capital intensifgr a firmis commonly
measured as the ratio of net property, plant, and equipmenbdbstnumber of employeethe
average capital intensity of all firms in a given industry yields the capital intensity measure for
the industryIndustries with high capital intensity assume greater financia(daknbrick &
Abrahamson, 1995; Hay & Morris, 197®)emand instability refers to how reliably an
industry’s products remain in dedhadostty it i s
market growth. When demand for industrial products is stable there is less financial risk
(Hambrick & Abrahamson, 1995)

Risk and instability are often threats to financial performaHogvever,good reputations

garnered through socially responsible behavior have been shown to mitigate thiCihoeabs
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& Holladay, 1996; HyeSook, 2011; Klein & Dawar, 2004; Lyon & Cameron, 2004; Peloza &
Shang, 2011; Xiong & Bharadwaj, 2013he risk reduction benefits of CSR reputation are
particularly important to investors. Investors view socially responsible caegpand industries
as safer investments than their less responsible countegs=a@SR reputation leads to reduced
idiosyncratic and systematic rigklexander & Buchholz, 1978; Ferreira & Laux, 2007,
Godfrey, 208; Lev, 2012; Luo & Bhattacharya, 2009; McGuire et al., 1988; Spicer, 1978)

Industrylevel variables are more likely to reflect the broad market considerations
emblematic of systematic risk as opposed to the organizational differences in firm sgeattifics
result in idiosyncratic risk. Moreover, capital intensity and demand instability are relatively
stable over time as they apply to broad industry character@iesmight thus expect higisk
industries to employ reputation management tactics igatst negative impact¥herefore the
following hypotheses are posited:

H4: Industries with higher capital intensity willsplay higher social responsibility
ratingscompared tandustries with lower capital intensity

H5: Industries with higher demanastability will display higher social responsibility
ratingscompared tandustries with lower demand instability

The level 2 equations will use organizatiewel variables to lower the significancé
random effects within the model to increase theaVaccuracy of the estimate. Like the
industrylevel variables chosen for this study, extant literature informed the selection or
organizational variables.

Praduct quality is commonly measuregn CSR studieshere, the KLD binary item for
“qual ilewysedawanlindependent variable measure of product quaditgstingly,

evidence for either a positive or negative impact of product quality on CSP is inixednd

Bhattacharya (2006) f or exampl e, found that “positive

f
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firmswith hi gher p r(oIbuQGhers cputend, hotvevér, that while CSR may
positively influence evaluations of product quality, at best the effect is only indirect; CA is often
the more direct measu(Brown & Dacin, 1997; S. Kim, 2011This dichotomy leads to the

third research question:

R@3: Will product quality positively or negatively affect measures of CSP?

Firm sizeis also a commonly employed variable, measured as the log of the number of
employeegLuo & Bhattacharya, 2006McWilliams and Siegel (2008rgue that CSR activities
can be cosintensive undertakings. Because large organizations benefit financially from
economies of scale and scofiey are more able to engagehese practices. Also,
remembering past arguments of coemsuate responsibility and the need for social legitimacy,
it stands to reason that larger companies would face greater expectations to engage in CSR.
Scholars have generally found this to bedase as larger companies are typically more visible
to their publics, who in turn expect greater social ret(dgsiinis & Glavas, 2012; Coombs &
Holladay, 2012; Gulyas, 2009; Rettab et al., 2009; Stacks et &B).20

H6: Larger organizations will display higher social responsibility ratcayapared to
smaller organizations

Finally, measures of performance and risk at the organizational level are often
investigated in relation to CSBoth performance and risite commonly divided into two types:
accounting and market. Accounting measures are reflections of historical risk and performance
whereas market measures are based on anticipation of future value(btc@kire et al., 1988)

Perhaps the most frequently used measure of accounting perfonsegtcen on assets
( ROA) , me asur ed rmetincomeefaeregtraandinaryaitenidivided by its total
assetsOperating income growt{DIG), measured ahe percentage change in operating income

is another common measure of accounting perform@ioengren 2011; Hunton, Lippincott, &
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Reck, 2003; Luo & Bhattacharya, 2006; McGuire et al., L98)A andOIG are computed as

follows:
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Market performance is typically measurecedbertotal return, which reflects the

percentchangmia company’ s st ock \‘rardaketvalueowhictdisiar i ng t he

me as ur e o faludirhtiee stbck marketsThey are derived ftbetfollowing equatiors:
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There is some debate as to whether accounting or maylgeiformance is a better
predictor of CSR engagement and thus social performance; both are generally agreed to be good
predictors nevertheleg¢adguinis & Glavas, 2012; Cheng, loannou, & Serafeim, 2014; Luo &
Bhattacharya, 2009; McGuire et al., 1988gased on these findings, the following hypotheses are

put forth:
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H7: Organizations with higher ROA will display higher social responsibility ratings
compared to organizations with lower ROA

H8: Organizations with higer OIG will display higher social responsibility ratings
compared to organizations with low@IG.

H9: Organizations with higher total return will display higher social responsibility ratings
compared to organizations with lower total return

H10: Organzations with higher market value will display higher social responsibility
ratings compared to organizations with lower market value.

Measures of organizational risk are also distinguished as either accounting or market
basedMcGuire et al. (1988propose several measures of risk, only some of which can be
calculated from COMPUSTAT di& those measures are employed here. Accounting risk will be
measured as ttetandard deviatiom OIG andas the rao of debt to assets. Markeask will be

measured aa standaraf total returnThese neasures are aallated as follows:
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where n = number of years

Unlike industry measures of risk, organizatiemel risk is more idiosyncratic and thus
apt to greater variability botrceoss organizations and over tin@onsidering the idiosyncratic
risk mitigation that CSR provides, one might expect risk reduction to coincide with increased

CSR reputation:
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H11: Organizational changes in debtasset ratio will negatively correlate withanges
in social responsibility ratings.

H12: Organizational changes in the standard deviatigDIGfwill negatively correlate
with changes in social responsibility ratings.

H13: Organizational changes in the standard deviation of total return gakinely
correlate with changes in social responsibility ratings.

HLM Analysis

Because this study employs no generalized social responsibility score, separate equations
must be built for each of the eight subcategories described earlier. Additionailyestigate the
consistency of these findings longitudinally, a time elemeihtbe added. Social responsibility
and industry data from KLD, COMPUSTAT, and CRSP willused, spanninthefiscal years
of 2006 through 209.° These three databases willtnerged and only companies represented in
all three databasexross thestve yearswill be investigated.

Taken together, thediem-level variables will form the level equation for &e1LM data
analysis, given as:
32 f 01 T 3): %1 2/ rr)yr 1 42 T -6
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where3 2 is asocial responsibility score for companyn industy j,f is the intercept,
0 1 isthe product quality,3 ) : % the firm size,2 / ! isthe return on assets, ) ' is
the operating income growth4 2 is the total return,- 6 is the market value$ ¢ ! is
the debto asset ratio,3 $ / ) is the standard deviation in operating income grovdh$ 4 2
is the standard deviation in total retuand- is the random error term.

Formulating the leve? equations will be more cumberse as the employed

organizationalariablesmay reduce error variancessame or all of the levdl coefficients. In
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other words, the level equations will vary in struate, but the most complex lev2kequation

would be constructed as follows:
rr r ¢y r v r - r #) r $) 0

wherg is the intercept of the levélequation is the intercept of the lev& equation,

( () isthe competitiveness! $ is the advertising intensity; ' is the market growth,

# ) is the capital intensity,$ ) is the demand instabilityando is the random error term.
The aim of thdevel 2 equations is to efficiently reduce the statistical $iggmnce of the error
term- to more effectively explain the variance in the Ievebefficients.
Study 2: Experi ment al l nvestigation of I nvolyv

The second study in this dissertation investigates the effectiveness @dSFHRM in
driving reputatiorbased on varying conditions chusanvolvementandperceptions of CAIn
Chapter 2, CRMvas classified under the larger CSR umbrdHawever, several studies have
investigated theimilarities anddifferences in processand effecs between CRM and more
general CSR activities.

Both CSR and CRM serve the dual purpose of achieving increased revenue for the
company and social support for the cause. Additionally, consumers enjoy the dual benefits of
obtaining a desired produalong with the emotional gratification of supporting a social or
environmental goo@Demetriou et al., 2010; Robinson et al., 2012; Sen & Bhattacharya,. 2001)

CRM differs from CSR in that it is transaction basedr e pr esent i ng “an of
to contribute a specified amount to a designated cause when cisstoigge in revende
providing exchanges that sati s f{\Varadarpigh&ni zati on
Menon, 1988, p. 60Philanthropic CSR, on the other hand, is not necessarily tied to a specific

product or service and oftengquares no participation from the stakeholdavhich is the
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consumer in this cag8rown & Dacin, 1997)Donation amounts vary with cemmer purchase
decisions in CRM practices, but remain constanpfolanthropicCSR regardless of whether the
consumer purchases the product or service

Robinson et al. (2012urther subdivided CRM into two subcategories: CRM without
causechoice and CRM with cause choice. Often companies select the charity or cause that will
receive a percentage of consumer sales revenue, but other times that choice is left to the
consumerRobinson et al. (2012pund that allowing consumeaschoice in the cause led
consumers to view products more favorably and thus positively influences their willingness to
purchaseRobinson et al. (2012urther speculatéthat the underlying cognitive process for
these positive financial befits of cause choice might stem from increased feelings of control;
greater outcome satisfaction; increased attachment to either the company, cause, or product; or
increasedausanvolvement.

This study proposes that involvement is the key cognitistofat playELM categorizes
information processing into one of two routes: the central or the peripheral. Central route
processing isypified by higher ability and motivation to process which in turn leads to higher
engagement and involvement. Scholase shown that messages processed in this manner lead
to more lasting attitudinal change as they create deeper acceptance of the, méssiagee more
difficult to dislodge with counterargumen{Sacioppo & Petty1983; Griffin, 2012; McQuall,

2010; Petty & Cacioppo, 1984a, 1984c, 1986)

Relying on the ELM frameworlGogo et al. (2014demonstrate that publics more
highly involved with a generalized CSR issue are more likely to view orgamsgaas reputable,
especially in cases of high brand familiarity. Additionafdperseder, Schlegelmilch, and Gruber

(2011)found thatconsumers highly involved with CSR messaging display higher purchase
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intention. Findings are similar in stwdi of CRM. For exampl&oschateFischer, Stefan, and

Hoyer (2012)howed that higher custorreau® involvement positively affectson s u me r s’
willingness to purchase CRM products, particularly in instances of higher donation amounts on
the part of the company.

Involvement in CSR and CRM is likely reflected in stakeholder cause choice and can be
understood as an ever increasing process of engagement and participation. In describing
corporate management of CSByombs and Holladay (2018jgue that stakeholder
participation can vary acrossSR initiatives. They broadly classify participation into three types:

Involvemenb ccur s when the corporation seeks to

and desires to incorporate them into the decisiamk i n g p r @olkabosason [ ...]

requires givinghe stakeholders a say in both the development of the CSR initiative and
the selection of Empowern@SsRvhen thé dorpasation allenss. [ ...]
the stakeholders to develop and select the CSR initiatives, thereby relinquishing almost
all contol over the CSR procesg€oombs & Holladay, 2012, pp. 95b)
These three categories of participation reflect increasing levels of consumer involvement in the
CSR process, ahouldthe differences among generalized CSR, CRM witleausechoice, and
CRM with causehoice. Generalized CSR efforts aim to engage stakeholders, but social benefits
are not directly tied to actigron their part. CRM increases involvement to some degree as it
requires stakeholders to participate to ensure some social good. CRMcaiti ehoice
element generates the greatest level of involvement as it requires stakeholders not only to act to
create some social good, but to determine what that social good will be.

Because involvement is proposed as the driving cognitive protesasune r s respons:s
to cause choice, the following hypothesis is posited:

H1: Involvement with the CSR/CRM cause will increase as chamciparticipation
increase.
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Additionally, increased stakeholder choice and participation in socially responsible
activitiesleads to positive financial outcomes as well. Specifically, research has shown that
increased cause participation leads to higher purchase int@ltischateFischer et al., 2012;
Robinson et al., 2012)

H2: Increased involvement with the CSR/CRM cause will leadreater purchase
intention.

Other measures of financial success should be considered as well. The positive
reputational outcomes of social respoilsiph ave been shown to positive
willingness to recommend products to oth&isnilarly, consumers are also more willing to pay
premium prices for goods sold by socially resgible organizations¢ e t he “ I nstr umen
Out comes” dMeasoremerg and Scalingrfor Reputati@mapéer 2) Based on this
reasoning, the following hypotheses are posited

H3: Increased involvement with the CSR/CRM cause will lead to higher willingness to
recommend products to others.

H4: Increased involvement with the CSR/CRM cause will lead to higHkngwviess to
pay premium prices.

When evaluating the effects of CSR or CRM on constaiiated financial incomes, it
is important to control for potential confounds. dated inChapter 2, product quality is one
potential confound. The common practideseparating CSR from CA effecaslds some
measure of control. Unfortunately, many studies fail to account for the potential effects of
product quality on consumer decision makivhile Demetriou et al. (201@Jemonstrated a
positive effect of CSR on brand switching, they found that effect only held und@itioas of
equal price and product qualitg.-H. Lee and Shin (201@Isofound positive relationships

between CSR and consumer purchase behavior. However, they employ a scMaifyoam
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(2001)that measures a willingness to pay premiums under conditions where price and product
quality remain constant.

Corporate expedie and abilityn makingreliable products has a demonstrated, positive
effect on consumers purchasing intention and behafBoosvn & Dacin, 1997; David et al.,
2005; S. Kim, 2011)These effects must be accouhter in the measurement mogdeénce the
following hypotless:

H5: CA will positively moderate the effects of CSR/CRM on financial outcomes.

See Figuretl.2 fora visual of the hypothesized effect paths.

Pretest

Selecting the proper stimulus product fardy is crucial. One area of concern is brand
loyalty as its effects on purchasing decisions could confound results. Brand loyalty differs not
only from brand to brand but across more general product categories &dsatsgherin,
Boulanger, Filho, & Souki, 2014; Fischer, Volckner, & Sattler, 2010; Miller & Washington,
2014) In some product categories brand loyalty is the most significant driver of purchase
decisions; thus experimentally introduced informatiorC&R efforts would likely have little
effect on purchasing behavifar such brandsSimilarly, CSR efforts might have unusually large
effects on purchase decisions in product categories where brand loyalty is a nonfactor and brand
switching is common. Thefore a pretestill be implemented to discover which product
categories display mitkvel brand loyalty.

Fischer et al. (201@xamined a concept they termed brand relevance in category
(BRIC), which reflects the importance of bramdgpurchase decisiorier givenproduct
categoriesUsing an instrumeriested to b&alid and relable cee Table £), they found that

brand loyalty varies not only across product categories, but across cultures as well.
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The pretest conduct e d(200@BR& instrmpentdoytestthEi s c her
effects of brand loyalty on purchasing decisions 13 product cate@ere3able 4.3)These
particular products were chosen for seveeasons, the most important being that prior research
has shown brand loyalty to somewhat drive purchasing decisions in these categories, but not
overwhelmingly sqFetscherin et al., 2014; Fischer et al., 2MDer & Washington, 2014)
Additionally, these are all unisex products. While product categories such as cosmetics display
similar BRIC attributes, they are primarily purchased by women and would thus serve as a poor
stimulusfor an experiment involvingoth gendergMiller & Washington, 2014)

The pretest was conducted using a sampke §2) of undergraduate students from a
large, Southeastern university. The average age of the sample was 20.71 years old. The majority
of participants were White (n = 48; 77%2 and female (n = 53; 85.48%). As the BRIC scale
proved reliablean average summative index was created for each product category. As the goal
of the pretest was to determine the product category with median$8Br€ sunglassewasbe
used as the prodt stimuli for the final experiment.

Design

This study emplogda 4X3 experimental design. The instrumevdscreated on Qualtrics
and distributed to a representative population of U.S. adiks601)!'t hr ough Amazon’ s
Mechanical Turk servicBMTurk). MTurk allows researchers to post experimental surveys to its
site (www. mturk.com) where “wor k-eénthistase$an t ake
Past research on™Mirk has demonstrated the service to be aeifsttive research gathering
tool. Satistical findings from Murk samples are as valid and reliable as those from studies
using more traditional sampling methods; additionally, participanttypieally representative

of thegenerapopulation(Bates & Lanza, 2013; Buhrmester, Kwang, & Gosling, 2011,
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Goodman, Cryder, & Cheema, 2013; Mason & Suri, 2012; Steelman, Hammer, & Limayem,
2014)

To create ecological validity, a product actually sold on Amazon, theBRayrRB2132
New Wayfarer sunglasses, wasected for the basis of the stimulus. The true product features
were preserved in the stimulus, but the product was relabeled the S12132 Travelers, produced by
the fictitious company Sunglasses, Inc. A dummy corporation was selected to further remove
confounds of brand loyalty.

Because the sampleasrecruited through an Amazenn site, the researcher assuime
userswerefamiliar with the Amazon interface. Therefore, product quality manipulations
semmedf rom Amazon’ s Web f or madsplagdaser rdtigwef ltjgeu al i t y
average quality displayed 3 stars, @mel high quality condition displaga star ratingf 5.
Additionally, de-branded reviewwritten by actual usemserealso displayedio coincide with the
product ratings

For theCSR manipulation, thengerefour conditions: no CSR/CRM, generalized CSR,
CRM without cause choice, and CRM with cause choice. The cause type for this expeasient
corporate support for education within the commurktjucation was chosen as a causshbse
philanthropic community involvement is easier to localizeafpational sample. Additionally,
other CSR initiatives such as environmental sustainability and diversity practices are often
controversial as evidenced by global warming and Affirmatigeoh debate$Pew Research
Center, 2014a)

For the generalized CSR condition, participameseinformed that the comparwas
donating a set dollar amodfto the National Math and Science Initiative (NMSI), which trains

elementary and high school teachers in battruction methods for STEM (science,
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technology, enigeering, and math) educatioreéswww.nms.org). For the CRM without choice,
participantsvereinformed that the comparwasdonatingl% of each sale to NMSI. For the
CRM with choice condition, partipantswereinformed that the company was donatirfig bf
each sale to improve STEM education at an elementary or high school of their choosing.

Participantsvererandomly assigned intoone ofth2c ondi t i ons usi ng Qua
guestion logic. Once partpantswerepresented with the informed consent and the stimuli, they
wereasked a variety of questions concerning their level of involvement with the cause, their
i mpressions of the company’s CSR and CA reput
recanmend the produet as well as several demographic questions.

Independent Variable Measurement

Zai c hk dM8&grsosal Involvement Inventory (Pll) is among the most
frequentlyemployed measures of involvement. Unfortunately, thet@t semantic differential
scale-despite havi ng hi+igdomawkeat dawnting ih its teygth.(Tlerefore . 9 5)
researchers have created shortened versions of the PII for many studies ofwdvsaent
(see Grau & Folse, 2007; Koschdtischer et al., 2012Because these adapted scales have
proven valid and maintained intermaliabilityc o nsi st e nt £.90 lewdhaoSiteen t he «
measure of involvementagused in this study ég Tablet.4).

CAwasmeasur ed u q20Xil)pcal® (se Tiabler2:4)gvhile this scale
adequately captures CA, its CSR measurayg betoo broad for the current purposes. A more
specific measure of philanthropic community involvememieisded to address customer
responses to organizational donationsa improving education. In measuring employee
perceptions of t he Rattabetaln(pOaPeyisedeliabl&ealee f f or t s,

measuringesponsibilities to the community, environment, employees, investors, customers, and
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suppliersThe community responsibility measure selas an evaluation of CSR and the
customer responsibility measungasa duplicatemeasure oCA (see Tablet.5).
While the usefulness of the CA/CSR distinctiwas discussed in Chapter 2, there are
some who sugge€ SR is better measured through a variety of sublevel consttiatks et al.
(2013)propose that CSR reputation is best conceptualized through seven indicators:
1) Visibility. The organization displays a clear image to the public.
2) Credibility. St akehol der s b e ltiusgworthingssanedxgersise.or gani z a
3) Authenticity The organizatio is genuine, reliable, and sincere.
4) TransparencyThe organization is open with information.
5 Trust The organization is honest and acts 1in
6) Relationship The organization is committed to its stakeholders and shares power.
7) Conidence Stakeholders respect organizational actions and decision making.
To test this assumption, several measures of the above constevetsed here.
Problematically, ltis typology suffers fronaserious flaw in mutual exclusivity. For example,
issues of trust are commonly considered in measuremergatbenticity credibility,
transparency, relationship, and confide(erlo et al., 1970; Y. Kim, 2001; Rawlins, 2009;
Rubin et al., 2004; Rubin et al., 2011a8h & Beatty, 2007; Wheeless & Grotz, 19ARhile
this overlap may be a conceptual weakness, it does allow for the measurement of these concepts
with a shorter battery.
Credibility as conceptualized IStacks et al. (20133 to some extent a combination of
trust and CA me @970)soerce credibiity Scate in@drticudal the’ s
gualification factor (se Table %) — captures this experience dimension well. Studies have
shown the measerto be reliable, witheliabilityr angi ng f r om (infante, 19812 t o «
Kaminski & Miller, 1984; Rubin et al., 2004)

As a testament to the construct crossover, a popular trust scale implemewtaddigss

and Grotz (1977borrowed many items from the source credibility scales of Baiiroskey
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(1966)andBerlo et al. (19700Wh e e | e s s @la7d)15@envindwidualized Trust Scale

(see Tabler.7 has shown internal reliabil iitequsgf «
its robust conceptual background suggests good validity, henoglesmentationn this study

(Rubin et al., 2004)

The relationship factor is a more complicated construct to measure than either trust or
credibility becausé includes many more sud| e me nt s (200Y)OrgakizatiorPsiblic
Relationship Scale is just one such measurement. ThishGneasure focuses on the four
relationship factors of trustommitment, community involvement, and reputatigcholars have
shown the instrument to be both valid and religbte& Kim, 2003; Y. Kim, 2001; Rubin et al.,
2011) Because th&tacks et al. (2013ypology considers relationship as a measure of
commitment, only the commitment factor will be employedthis researcrs¢e Tabled.8).

The final element of th8tacks et al. (2013)roposed tgology this study will directly
investigate is transparendyawlins (2009gargues that organizatiahtransparency is
increasingly important in the wake of2dentury business scandalSEnron, AIG, etc.but
laments the lack of adequate measurement of stakeholder perceptions of transparency. To that
end he employed traditional factor analysis smpdorth byNunnally and Bernstein (1994)
conceptualize transparency as ad/alnd reliable measure consisting of seven factors: integrity,
respect, clarity, participation, substantial information, accountability, and secretive. Again,
because th8tacks et al. (2013ypology considers transparency synonymous with openness,
only the substantial information and secretive factors will be employed here as they are most

appicable (ge Tablet.9).
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Dependent Variable Measurement

CSR activities directly benefit companies in many ways. One is product and service
recommendation, often conceptualized and measurétdd (Bhattacharya & Ser2004; Luo
& Bhattacharya, 2006)Nhether information and recommendations are spread in person or
electronically (known as-&/OM), the opinions of respected others are influelfkiduter,
McCabe, & Curran, 2013)n studying eNVOM, Goyette, Ricard, Bergeron, and Meotte
(2010)developed measures of WOM intensity, content, and valence using traditional CFA
methods. These measures proved valid and reliable; the positive WOM valence measures
used here as a measure of willingness to recommend products tostberablet.10).

Purchase intention is an incredibly important dependent variable for marketing and public
relations alike. Fortunately, the measurement of whether a person plans to buy a product is
relatively straightforward. This study @hoyeda reliable 3item scale developed b§.-J. Lee,
Haley, and Yang (2013p measur@urchase intentiors¢e Table 4.1

The willingness of consumers to papremium, on the other hand, is aumore
difficult to determine through survey and experimental research. Cdtéinipants express a
willingness to paynore for socially responsible products or services, but in actual purchasing
situationstheyregress to cheaper alternatiygsmeldorf, Meyer, Prasad, & Robinson, 2006;
Voelckner, 2006)Many researchers simply ask whether respondents would be willing to pay a
premium price withouplacing a concrete value on the product or service, which may partially
explain this disconne¢K.-H. Lee & Shin, 2010; Maignan, 2001)

An alternative to these measurssanjoint analysis, which allows consars to express
their willingness to pay not as a function of the product as a wholeathwet after consideration

of its individual attribute¢Becker, Degroot, & Marschak, 1964; Voelckner, 2006; Wertenbroch
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& Skiera, 2002)In the case of this study, the experimental manipulations prddiZoeariations

of product quality and social responsibility attributestail price datavasusedto set a

minimum price reasonable for te@mulusproduct. If participantsvere willing to pay that price,
theywerethen asked if they would pay a slightly higher price. Per the procedure set forth by
Wertenbroch and Skiera (200#)is process contindeuntil participants rea@dtheir maximum
reservation price. The higher the reservation price, the more valued are the product gffributes

Wang, Vankatesh, & Chatterjee, 2007)
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Industry and Organization LevPIredictors of CSR Performance
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Table 4.1

KLD Reputation Variables
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Reputation Category

Strength

Concern

Environmental Sustainability

Philanthropy

Employee Relations

Diversity

Community Programs

Human Rights

Beneficial Products and Services

Pollution Prevention
Clean Energy
Recycling

Benefits to the Economically
Disadvantaged

Innovative Giving

Charitable Giving

NonU.S. Charitable Giving

Work/Life Benefits

Union Relations

Cash Profit Sharing
Employee Involvement
Retirement Benefits Strength
Health and Safety Strength

CEO

Promotion

Board of Directors

Women & Minority Contracting
Employment of the Disabled
Gay and Lesbian Policies

Support for Housing
Support for Education
VolunteerPrograms

Indigenous Peoples Relations
Labor Rights

Hazardous Waste
Regulatory Problems
Ozone Depléng Chemicals
Substantial Emissions
Agricultural Chemicals
Climate Change

Union Relations

Health and Safety Concern
Workforce Reductions
Retirement Benefits Concern

Controwersies
Non-Representation

Negative Economic Impact

Indigenous Peoples Relations
Labor Rights
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Table 4.2

BRi C Scale (U = .90)

ltems

When | purchase a product in thisgm categoy, the brand plays compared to other
things—an important role.

When purchasing, | focus mainly on the brand.
To me, it is important to purchase a brand name product.

The brand plays a significant role as to how satisfied | am with the product.

Note: Adapted fronFischer et al. (2010p. 836.All items are measured on atgly
agree/strongly disagreepobint Likert scale.



Table 4.3

BRIiC Pretest Results

Category Index Cronbach’s al pha
Mobile phones 6.24 .92
Athletic shoes 5.63 .86
Soft drinks 5.27 .97
Wristwatches 5.01 .96
Flat screen TVs 4.72 .94
Jeans 4.47 91
Surglasses 4.46 .96
Headache/cold medicine 4.20 .98
Breakfast Cereals 4.09 .97
Laundry detergent 4.06 .95
Microwaves 3.38 .92
T-shirts 3.29 .95

Bookcases 1.73 .94
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Table 4.4
Cause Involvement ScgleU 4 . 9
Prompt ltems

Thi s caus e Isimportantto mds NOT important to me
Is of NO concern to me/lIs of great concern to me
Is irrelevant to me/Is relevant to me
Means a lot to me/Means nothing to me

Matters to me/DoeslOT matter to me

Note Adapted fronGrau and Folse (200,7). 22.All items are measured on a strongly
agree/strongly disagreepdint Likert scale.



Table 4.5
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Community and Customer Responsibilities

Responsi b

ltems

Community

This organization is committed to giving money to charities in the
communities where it operates.

The organization helps improve the quality of life in the communitie
where it operates.

This organization financially supports comnityractivities (e.g., arts,
culture, sports).

This organization financially supports education in the communitie:
where it operates.

Cust omer

(

This organization provides customers with high quality prodarts
services

This organization pndes customers with the information needed tc
make sound purchasing decisions.

This organization satisfies the complaints of all customers about th
company’s products or service:c

This organization adapts products or services to enhance the level
customer satisfaction.

Note Adapted fronRettab et b (2009) pp. 379380.All items are measured on a strongly
agree/strongly disagreepoint Likert scale.
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Table 4.6

Qualification Factor of Credibility

ltems

Trained/Untrained
Experienced/Inexperienced
Quialified/Unqualified
Skilled/Unskilled

Informed/Uninformed

Note SeeRubin et al. (2004)p. 331 All items are measudeon a 7point semantic differential
scale.
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Table 4.7
|l ndi vidualized Trust Scale (U = .92)
ltems

Trustworthy/Untrustworthy
Distrustful of this organization/Trustful of this organizatis
Confidential/Divulging
Exploitive/Benevolent
Safe/Dangerous
Deceptive/Candid

NOT deceitful/Deceitful
Tricky/Straightorward
Respectful/Disrespectful
Inconsiderate/Considerate
Honest/Dishonest
Unreliable/Reliable
Faithful/Unfaithful
Insincere/Sincere

Careful/Careless

Note Adapted fromRubin et al. (2004)p. 186. All items are measuren a 7point semantic
differential scale.
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Table 4.8

OrganizationPublic Relationship Scale

Dimension ltems

Commi t me nt |can see that (the organization) wants to maintain a relationship w
people like me.

There is a londasting bond between (the organization) and people
me.

Both (the organization) and gele like me benefit from their
relationship.

Generally speaking, | am pleased with the relationship (the
organization) has established with people like me.

| feel people like me are important to (the organization).

Note SeeRubin et & (2011) p. 251 All items are measured on a strongly agree/strongly
disagree #point Likert scale.
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Table 4.9

Two Factors of Transparency

Dimension ltems

Substantial Provides information in a timely fashion to people like me.
Information @@ =

Provides information that is relevant to people like me.

Provides information that can be compared to previous performanc
Provides information that is complete.

Provides information that is easy for people like me to understand.
Provides accurat@formation to people like me.

Provides information that is reliable.

Secr et i ve Oftenleaves outimportant details in the information it provides to
people like me.

Blames outside factors that may have contributed to the outcome \
reporting bad news.

Provides information that is intentionally written in aywa make it
difficult to understand.

Is slow to provide information to people like me.

Note Adapted fronRawlins (2009)p. 93.All items are measured on a strongly agree/strongly
disagree #point Likert scale.



Table 4.10

Positive Valence WOIgcale( U 3 . 89

ltems

| would recommend this company.

|l would speak highlysof this ¢
| would be proud to tel]l ot her
| would strongly recommend people buy products from this compal
| would mostly say positive things to others about this company.

| would speak favorably of this company to others.

Note Adapted fronGoyette et al. (2010p. 13. All items are measured on a strongly

agree/strongly disagreepoint Likert scale.
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Table 4.11

Purchase Intention Scale (U = .94)

ltems

| am likely to purchase the product produced by (company).
| would probably purchase the product produced by (company).

| would consider purchasing the product produced by (company).

Note SeeY.-J. Lee et al. (2013p. 242 All items are measured on a strongly agree/strongly
disagree #point Likert scale.
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CHAPTER 5
HLM ANALYSIS
Gathering and Preparing the Data
The merged database of COMPUSTAT, which provides records of firm financials and
other miscellaneous information,da@RSP, which provides information on market
performance, were the primary data sources for the independent variables. The researcher
queried the database for the following informatién:

Company name

Ticker symbol

Standard industry classification code (pIC
Total assets (AT)

Total longterm debt (DLTT)

Total cost of property, plant, and equipment (PPENT)
Total sales (SALE)

Cost of goods sold (COGS)

Advertising expenses (XAD)

Total operating expenses (XOPR)
Number of shares outstanding (CSHO)
Dividends persare (DVPSP_F)

Price per share (PRCC_F)

Number of employees (EMP)

=4 =2 =0_-0_9_9_9_45_4_-2_29._-2_-2°_-2

These data points were used to calculate the variables of interest as described in Chapter 4.

Data was queried for the fiscal years 2004 to 2009 inclusive. While the years 2005 to
2009 repesent the timeframe of interest to this study, variables of growth and change cannot be
calculated without data from the prior year, hence the inclusion of 2004 data in the query. The
initial sample yielded information on 6,337 firms in 2004; 6,304 fim&005; 6,214 firms in

2006; 6,110 firms in 2007; 5,775 firms in 2008; and 5,510 firms in 2009.
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Those initial numbers of firms included in the final COMPUSTAT/CRSP dataset were
reduced based on three criteria. First, because of the longitudinal natueeaotlysis, firms for
which COMPUSTAT/CRSP data were not available across 2004 to 2009 inclusive were
excluded. Second, because data on total assets is required to calculate a number of key variables
—advertising intensity, ROA, and debt to asset rafioms for which no total assets information
was available were also excluded. Finally, virtually all measures of industry competitiveness
calculate market share ratios across four or more firms within an indti$tng. first two digits
of the SIC delinate industries most broadly; if fewer than four firms shared this code, they were
removed. Also, given the multilevel nature of HLM analysis, it is best to remove such
underrepresented industries because it is statistically undesirable to have sucmarsbellof
firms serve as a stand for an entire industry. These manipulations reduced the final
COMPUSTAT/CRSP dataset to 3,717.

Data was queried from the KLD database for the years 2005 to 2009 inclusive for the
dependent variables listed in Table 4 kis initial sample yielded information on 3,015 firms in
2005; 2,962 firms in 2006; 2,936 firms in 2007; 2,923 firms in 2008; and 2,912 firms in 2009.
This initial KLD dataset had no missing data points. The final KLD dataset was reduced to 1,937
becaus& LD had collected data on only those firms across 2005 to 2009 inclusive.

The merger of these COMPUSTAT/CRSP and KLD databases yielded a final sample of
8,445 firm years, or 1,689 firms representing 57 industries across 2005 to 2009 inclusive. Each
industy was represented by an averalgg ¢f 29.63 firms $§D= 37.10;Mdn = 14). There were
no missing data points for the KLD variables in this merged dataset. Concerning
COMPUSTAT/CRSP variables, advertising expense had the only significant amount of missing

data (> 10%), with 4,877 (57.75%) data points missing. The reason for such a large amount of
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missing advertising expense data in COMPUSTAT is the Financial Accounting Standards
Board’' s (FASB) materiality princotpelreportedwfhi c h
they are insignificantly small. This study adopts the convention of many past researchers of
estimating missing, insignificantly small advertising expenses to bgBeavadwaj et al., 1999;
Currim, Lim, & Kim, 2012; Morck & Yeung, 1991)The next largest missing data point was for
total cost of plant, property, and equipment, with 97 (1.15%) missing values. Because the
remainder of the missing values appeared random and were far below the G%lthtieat
would require deletion or imputation, they were simply ignored in the analyses that follow
(Garson, 2013; Hair Jr. et al., 2010; Heck, Thomas, & Tabata, .2014)
Descriptive Data and Testing for Assumptions

HLM analysis controls for Type | error and yields more accurate parameter predictions
by accaunting for the clustering of error variances around some grouping variable. Such
multilevel models are only justified in their added complexity to OLS regression if level 1
variances are more substantial between level 2 groups than within them. Théhnezseast
therefore test the assumptions that (a) substantial variance exists at both levels and (b) variance
in firm data is clustered around industry groups.

Tables 5.1 and 5.2 present descriptive data for the indastdyfirmlevel variables
outlinedin Chapter 4. The final row of Table Scbntainsthe means and standard deviations of
HHI, advertising intensity, capital intensity, market growth, and demand instability across all 57
industries. At rudimentary examination, the standard deviations #edapge, exceeding the
value of the mean in some cases. The same could be said of thevitnaariables described in

Table 5.2. Thesmudimentaryfindings indicate a great deal of variance exists at both levels.
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Ideally, there should also be minimater-item correlations among industry and
ungrouped firm variables. Such conditions would suggest little concern for multicollinearity in
the multilevel models. Table 5.3 presents a correlations matrix for the independent variables.
While many correlatios are statistically significant, only four are of moderate strength or greater
r= . 4) . Mar ket growth and demand instability
moderate levelr(= .6,p < .01). As demand instability is a risk measure calcdlatethe
standard deviation of market growth, such a correlation is to be expected. Similarly unsurprising
moderate or strong correlations exist between total return and the standard deviation of total
return ¢ = .65,p < .01) and OIG and the standard id¢ion of OIG ¢ =-.96,p < .01). The final
moderate and significant correlations illustrates a positive relationship between firm size and
market valuer(= .43,p < .01). All remaining correlations are either weak or statistically
nonsignificant.

One inal assumption that must be tested before proceeding concerns the CSR subgenre
variables. The researcher has claimed that CSR is not monolithic, but is instead comprised of
categories that one might reasonably expect to be uncorralatetgboth industres and firms.

Table 5.4 displays the CSR subgenre scores for environment, philanthropy, employee relations,
diversity, community relations, and human rightss well as a total CSR score, which is simply

a sum of the six subgenre scores. If CSR were alitloig, reflective construct, one would see
consistency in CSR rankings across subgenres, but this does not appear to be the case. Industries
displaying some of the highest ratings in one CSR subgenre are among the lowest in others. The
metal mining indusy, for example, ranks in the bottom 20% of industries in four of the six

subgenres, but its philanthropic efforts are the best of any industry.



93

If this eyeball test suggests the rmonolithic nature of CSR at the industry level,
statistical analysis edirms it at the firm level. If CSR were a singular, reflective construct, then
the subgenres could simply be considered six items of a larger CSR scale. If this were the case, at
a minimum one would expect high intiéem correlations, strong reliabilitend the loading of
all items on a single factor. Looking at the correlation matrix for the CSR variables presented in
Table 5.6, one sees several significant correlations, but the strongest of whiclhris dsfty
indicating weak inteitem correlation®n the wholeA reliability analysis of the six CSR
subgenresesultedimn o = .41, wel | bel ow the minimum t/|
reliability (Hair Jr. et al., 2010Finally, a Varimaxrotated EFA of the six variables yielded two
components, wittcommunity relations crodsading, making interpretation athe-more
difficult (see Table 5.6).

Based on these analyses, any multilevel modeling cannot treat CSR as a single, reflective,
dependent construct. Models for each of the six CSR subgenrestivexdtbre need to be
independently developelote, lowever, these issues of internal reliability are only a concern if
one considers CSR a reflective rather than a formative construct. For reflective constructs,
correlation and internal consistency aflicators is expectedindeed, it is required. Indicators in
such constructseflectthe construct itself; for formative measures, indicators litefaliy the
construct. Formative constructs are theoretically defined and are best thought of as caused by
set of indicators; correlation is neither expectedrequiredHair Jr. et al., 2010)

Several scholars have treated CSR as a formative construct in the extant literature
(Diamantopoulos & Siguaw, 2006; Diamantopoulo¥\@nklhofer, 2001; Helm, 2005;

MacKenzie, Podsakoff, & Jarvis, 200Based on the statistical analyses conducted here, if CSR

is to be considered a singular construct, it must be formative as the statistical assumptions of a
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reflectiveconstructare violded. In the interest of thorough investigation, the analyses that follow
will examine CSR as a formative constraadtest each of the subgenres individually to
determine whether industrgnd firmlevel variables have differing effects based on CSR type.
HLM Analysis of CSR

Before beginning HLM analysis, the researcher must determine whether significant
differences exist among the 57 industries for the dependent CSR variables to justify using
industry variables as level 2 in the HLM analysis. A-ars/ MANOVA revealed significant
di fferences F(@386 9723) =s7/.9% < .601, ar®l herefore a series of folloyw
ANOVAs using the Bonferroni method were conducted to further investigate. The ANOVAs for
total CSR F (56, 1632) = 6.13) < .001),environment [ (56, 1632) = 17.64 < .001),
philanthropy E (56, 1632) = 2.18) < .001), employee relationk (56, 1632) = 5.3y < .001),
diversity F (56, 1632) = 4.61p < .001), community relation$((56, 1632) = 8.8% < .001),
and human righté- (56, 1632) = 10.2(y < .001) were all significant. In answerR8)], it
appears that industries display significant differences among all categories of CSR, though
further statistical testing is needed to confirm the drivers of such differences.

Theremaining RQs and hypotheses can only be answered through HLM analyses. When
developing multilevel models, it is common to grandan center nehinary predictor variables.
This process not only helps control for multicollinearity, but more importarpipduces more
easily interpretable intercepts in the subsequent m@@alson, 2013; Heck et al., 2012l
predictor variables, save the binary product quality variable, were-gnaad centered in the

analyses that follow.
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The next step is to se€the null models for level 1 and level 2. These null models will
estimate CSR outcomes absent the proposed predictors, relying only on intercept values and
grouping. The level 1 and level 2 models are as follows:

32 f -

I I 0
Relying on substitution, the null model can be written as a single equation:
32 7| 0 -

Statistically these models are equivalent to-wag ANOVAS, which allow the
researchr to partition the level 1- () and level 2¢ ) variance. More importantly, they also
allow for a test of intraclass correlation (ICC), which measures the ratio of begn@agn
variance to total var i an cieantvaHabilfyrefirleteCCs (= . 0
variables among industries, which calls for multilevel analysis to best estimate pardhhet&rs
et al., 2014; Raudenbush &\, 2002)

Table 5.7 shows the results of the null modsisdor the total CSR score and the six
CSR subgenres. |l CCs = .11 for total CSR, envi
community relations, and human rights. Wald Z tests showed significant variance exists both
between and within groups for these stoucts as well. Collectively these findings indicate that
there is substantial clustering of variance between groups in explaining fluctuation in these
constructs, hence multilevel modeling is a preferred approach.

Concerning the philanthropy subgenreerthwas significant variance both between and
within industry groups. However, ICC = .04, below the 5% threshold that would merit the added

complexity of multilevel modeling over singlevel regression analysfsleck et al., 2014)
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Therefore, multiple OLS regression will be used to evaluate differengdslamthropy ratings,
relying exclusively on firrdevel variables as predictors.
Total CSR

Before evaluating the CSR subgenres as independent constructs, HLM analysis was used
on the formative, total CSR construcivhich, again, is simply the sum of alB& subgenre
scores. Table 5.8 displays the results of six model tests. The first three tests rely onthe 2005
2008 dataset. The first column represents the null model. The second column shows the full
HLM model with all level 1 and level 2 variables ofen¢sts. Relying largely on the significance
of parameter estimates in the full model, a simplified, finalized model was then created,
represented in the third column. To provide some measure oha@atdation, this process was
repeated using data from@®(columns 4 through 6Parameter estimates display greater
validity if the direction, strength, and statistical significance of their effects are consistent over
time.

Each HLM model yields a deviance measure knows2 ésg likelihood ¢2LL), which is
one building block of determining improvements in fit across models. The second is the degrees
of freedom, which is equal to the number of distinct parameters estimateds@uetne statistic
is calculated by taking the difference in deviance across Isiobee significance of this test can
be determined using a ebguare table with the degrees of freedom equal to the difference
between the degrees of freedom in the two ma@zdsson, 2013; Heck et al., 2014; Raudenbush
& Bryk, 2002) One model is considered a better fit than another if deviance is significantly
reduced.

For example, the null modelrftotal CSR display2LL = 6278.898 with 3 degrees of

freedom (3 parameters estimated: the intercept and 2 error terms). The full model has a much
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smaller deviancé2LL = 5732.492 with 17 degrees of freedom (17 parameters estimated: the
intercept, 2 eor terms, and 14 independent variable slopes). Thequhare statistic measuring

model fit for the full mod el s ho-\w490.406dfs14gni f i ¢
p<.001), asdoestheehiquar e f or t hé=573.28lafl=6,p<e0dl).model (x

Though the final model leaves significant variance unexplained at both levels 1 and 2, it
does account a significant decrease in unexplained variance for level 1. Looking dethe
which represents level 1 variance, there is a deereh30.7% from the null to the finalized
model, indicated that the final model explains a substantial amount of level 1 varHaneer,
adding these predictors actually increased the level 2 variance by 62.2%, as seen in the change of
the uoj value acoss models.

As predicted, advertising intensity, firm size, and market value were significant, positive
predictors of CSR outcomes. Similarly, débasset ratio significantly and negatively influenced
CSR outcomes as hypothesized. However, in contraditd H9, firms with higher total return
showed significantly worse CSR records. Finally, in addred2@8§ it appears that firms with
higher quality products rank significantly higher in their CSR efforts. Of these six independent
parameters, four dispyed relative consistency in the 2009 holdout model, as did the model
intercept.

Philanthropy

Because an initial investigation of the philanthropy construct showed little intraclass
correlation, multilevel modeling was not a parsimonious approach. Instéailmultiple
regression analysis predicting philanthropy ratings was conducted using onlg\feghvariables
as main effect regressors. Though this full model was signifieg@t,1679) = 57.84p < .001,

several of the regressors proved nonsigaift. Therefore, regression analysis employing an
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enter method to eliminate nonsignificant predictors was used to create a simplified, final model
(see Table 5.9).

This final model also proved significait,(4, 1684) = 129.53) < .001. The final model
explained roughly 23.5% of the variance in philanthropy ratings, just 0.2% less than the full,
more complex model. As predicted Hg, H8, andH10, increases in firm size, OIG, and market
value led to better philanthropy ratings. The accounting risk mea$ 8D of OIG also proved a
significant and positive predictor of philanthropy ratings, contradic¢iit® The model
intercept, firm size slope, and market value slope held relatively constant when the model was
rerun using 2009 data, but the findingsareting OIG and SD of OIG were inconsistent across
time periods.

Environment

For the environment construct, the full HLM showed little model improvement over the
n u | ?I= 8.939,df = 14,p = .835). The finalized model, however, which estimated fewer
paranet er s, di spl ayed significa?+85091di=mpr oved
<.001). Significant level 1 and level 2 variance remains unaccounted for in the finalized model,
but on the whole, the finalized model explains 3.7% more level Incariand 27.7% more level
2 variance when compared to the null (see Table 5.10).

As hypothesizedadvertising intensity positively and significantly predicted
environmental rankings. Additionally, firms with greater market risk as measured by standard
deviation of total return perform significantly poorer in environmental CSRyggested
However, the researcher also hypothesized that capital intensity, firm size, and market value

would be positively related to environmental CSR performance. The rdsolted the opposite

mo
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to be true. Looking at the results of the 2009 cr@dglation model, the majority of the
significant variables in the model are consistent in the strength and direction of their influence.
Employee Relations

Concerning the employeed at i ons const?F148.172dfbldph t he f ul
<.001) and=103.987af=i5p<@dl) (hadels displayed improved fit over the null.
Moreover, simplification reduced the deviance from the full to finalized model. Again,
significantvariance at both levels remained unexplained in the finalized model; however, in
comparison to the null, it explained 12.3% more of the level 1 variance and 3.5% more of the
level 2 variance (see Table 5.11).

In regards tdRQ3 it appears that firms malg higher quality products perform better in
employee relationdhef i ndi ngs al so support the researche]
firm size, and market value positively affect employee relations performance. However, firms
that generate higherttd return perform significantly worse in employee relations, in direct
contradiction taH9. Problematically, the employee relations model does not appear to hold up
well over time; the majority of significant variables in the predictive model prove
nonsgnificant when tested with 12009 holdout dataor in the case of firm size and total
return, actually reversiirection in their effects.

Diversity

For the diver si txy75484ldfsidpcct00l)hanfalfli n@xi z
795.69,df = 7, p <.001) models both represented significant improvement in fit over the null,
with less deviance present in the finalized model. This model edsxed the level 1 variance

by 38.8% from the null; however, the level 2 variance actually increased slightly for the finalized
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model (2.8%). When rerun with 2009 data, the slope direction, strength, and statistical
significance results were similar to theedictive models.

The results suggest that firms making higher quality goods are more diverse. As
hypothesized, increases in advertising intensity, firm size, and market value also led to better
diversity outcomes. Additionally, increases in firm debasset ratios decreased diversity ratings
as predicted b¥i11. The results did, however, provide evidence ag&ldsandH7: more
competitive industries tended to perform worse on the diversity construct as did firms with
greater ROA.

Community Relations

Concerning communi t y?=428.60aft=ilpxHQl)abdot h t he
f i nal?F19.414df =5, p <.001) models showed significant improvement over the null in
terms of model fit. The finalized model had lower deviance than the fudbriparison to the
null, the finalized model explained an addition 12.1% of the variance at level 1 and 77.8% at
level 2.

As was the case for several other constructs, product quality had a significant and
positive impact on community relations scores.phkedicted, advertising intensity, firm size, and
market value were also positive and significant predictors of community relations performance.
In contradiction tdH7, however, firms with larger ROA performed worse on the community
relations construct. doking to the 2009 finalized model, some of the slope coefficients proved
nonsignificant; however, they were directionally consistent with the predictive model, suggesting

relative stability in these effects over time.
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Human Rights

Finally, for the humanights construct, the full model showed no significant
i mprovement i n?=f4i491dfe ¥4gr .992n Ehe fimalizetl model, however,
was a signif i285.816dfy2, dh<ed01). v comparisbn td the null, the
finalized malel explained aaddedl0% of variance at level 1 and 7.1% of variance at level 2.

The researcher hypothesized that larger firm size and increased market value would lead
to higher scores on the human rights construct. The results here showed the tppeditee A
quick examination of the finalized 2009 model slopes shows these effects to be stable and
consistenbver time
Discussions, Limitations, and Future Research

The above analysis tested the effects of several industry and firm charactenstis®
outcomes. Generally speaking, common factors of performance and risk were of greatest interest.
While many methods allow for relatively simple y&s answers to hypothesis testing, both the
vast number of hypotheses tested and the fact that thegestseeven dependent constructs
macke i nterpreting the results difficult. For ez¢
hypotheses and the varying effects of the independent constructs across the dependent constructs.

While analyses showed a higlegree of industrevel variance among the majority of
dependent CSR constructs, by and large the indieste} variables included for study were
nonfactors in explaining that variance. Demand instability was a nonsignificant variable in all
seven mods. Capital intensity, the other variable of industry risk, negatively affected CSR
performance, but only for the environment subcategory. Similarly, indestnpetitiveness
negatively impacted only diversity scores and market growth positively impadiedraployee

relations.



102

Of the industrylevel variables, only advertising intensity was a consistently significant
predictor of CSR performance, with indussinvesting more money in advertising typically
displaying higher CSP. This finding is not aketiger surprising. Advertising, like CSR, provides
a method of differentiation base in intangibles like identity or reputation. Industries that depend
on this type of differentiation for success would logically employ this differentiation strategy
through \aried tactical means; therefore, a commitment to building a firm identity through
advertising would be reinforced by bolstering reputations via (CdRmMbs & Holladay, 2012;
Hartman et al., 2007; Mackey et al., 200tWilliams & Siegel, 2001; Melewar, 2003)

Throughout the models, firievel variables appeared to have more consistent effects
across CSR constructs, though none were universal in terms of the direction or significance of
effect. The most reliable prietiors of CSR outcomes were product quality, firm size, and market
growth. Generally speaking, larger, wealthier companies manufacturing higher quality products
tended to rank higher on CSR constructs. Researchers have long argued that large firms should
have greater tendesto engage in CSR because they are more profitable and thus owe a
greater societal debt; moreover, because their large size makes their profits more visible, publics
place greater pressure on them to promote societabeiglfj(Coombs & Holladay, 2012;

Davis, 1960; Gulyas, 2009; Rettab et al., 2009; Stacks et al.,.2@i&King to the correlation
matrix in Table 5.3, the moderately strong, positive, and significant correlation betweerzéirm si
and market value provides a solid foundation for such claims, as do the HLM findings.

Other firmlevel variables were far less reliable predictors across the CSR subgenres. If
one were to examine the formative CSR construct, debt to asset ratioamdttoh are both
negative predictors of CSR performance. However, the slope for debt to asset ratio was

significant only at the@ < .1 level and the effect did not prove consistent over time for total CSR
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score or for diversity-the only other construébr which the variable was significant. Like the
other measures of firkevel risk, debt to asset ratio does not appear to be an overly reliable or
significant factor. The same could be said of total return, as it too failed to emerge as a
significant prelictor of total CSR in the crosslidation model.

In any case, there are certainly inconsistencies among the sizapdijrantl significance
of independent variable effects on the subgenres of CSR. The percentage of variance explained
at the level 1 anh2 levels differglisparatelyacross these constructs as well, at times explaining
nearly 80% of the variance change at a single level, while at other times explaining virtually no
change at all. From a research standpoint, this again demonstratesRhagr@®mance cannot
be studied as a monolithic, reflective variable. Moreover, the existence of significant industry
level variance for five of the six CSR subgenres illustrates the need for extending the study of
CSR performance beyond OLS regressiomtme complex yet better fitting multilevel models.

The exploratory nature of the HLM analyses presents some limitations here. Because the
goal was to investigate drivers of numerous categories of CSR performance and their consistency
over time, the sheerumber of models estimated was rather daunting. As a result, the researcher
chose to simplify those models by (a) investigating a relatively small number of independent
variables and (b) treating the slopes of those variables as fixed effects in theWtodesome
models were successful at explaining a great deal of variance in comparison to rinedels!
the variance in error terms remained significant in all cases. Future reseancbstaasily
reduce estimation error in one of two ways. The fustld be to include more variables in the
models-such as research and development spending, legal obligations and constraints, industry
structure, corporate governance, product category, and firfGageid & Mueller, 2010;

Hambrick & Abrahamson, 1995; Homburg et al., 2013; McWilliams & Siegel, 20&ll )of
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which have been tied to CSR and/or financial performance in the extant literature. The second
would be to treat firslevel slopes as random effects in meltel models. While this procedure
can add immense complexity to HLM analyses, it remains a sound statistical agproach
reducirg the prediction error for main effect parameters at level 1, which typically reduces the
overall error and leads to more udb modelg§Garson, 2013; Heck et al., 2014; Raudenbush &
Bryk, 2002)

Additionally, using 2009 aa holdout dataset for crosslidation presented some
limitations as well. First, variables of change and its relative stabifigmely market growth,
OIG, the standard deviation of OIG, total return, and the standard deviation of totat-return
requiremultiple data points for calculation. Problematically, then, annual data from 2009 could
not be used to calculate such variables. Instead, quarterly variables were used to determine
percent changes throughout the yaakvell aghe stability of such chaegHowever, it is
reasonable to assume that fluctuations in data across four quarters may differ from fluctuations
across four years. Adding to these complications, some companies either failed to report such
guarterly data or COMPUSTAT and CRSP did nqdtaeeit. Therefore, listwise deletions made
in calculating models from the holdout sample likely skewed parameter estimates. Future studies
could improve upon the methodology here by gathering more complete data over equivalent time
frames to crossalidae models.

Both researchers and practitioners would do well to consider both the multilevel drivers
of CSR performance and the varied nature of that performance across CSR subcategories. First,
it is worth noting that while the models for CSR subgenrisrdicross the board, environmental

and human rights issues appear to differ most consistently from the norm. In particular, both firm
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size and market value were statistically significant positive predict@$SBfinall other CSR
categoriesbut for enronmental and human rights issues, those efieetereversed.

There are several reasons why this might be the case. Referring back to Table 5.6, the
EFA clearly shows that these two constructs load strongly on a second component from the other
four. The researcher has labeled this second component global and the first local. The reason for
this is, generally speaking, diversity, philanthropy, employee relations, and community relations
are proximate practices in both the spatial and temporal senseng@khe KLD reputation
variables that were used to form these constructs (see Table 4.1), employee relations and
diversity are clear measures of internal practices and are thus enacted close to home. Similarly,
though philanthropic and community relatgefforts are not necessarily restricted in this
manner, for practical purpose they often operate as Sinaudhri (2007)for example, found
that organizations are more likely to practice CSR efforts in communities that immediately
surround their hedguarters or major operation hubs as opposewbt@ geographicallgistant
areas.

Moreover, the effects of such efforts are felt with greater immediacy than those that
benefit the environment or human rights. Environmental change occurs slowly ovesatime,
practices of sustainability and pollution prevention often go unnoticed for years or even decades.
And though human rights violations have immediate effects, as they are measured by KLD, they
often refer to abuses of poor, indigenous peoples with whaoh of the Western world has
little direct interaction. Sadly, for human rights, violations magdmesidered oubdf-mind-out
of-siteon the part of many stakeholders. Moreover, it makes some since that larger, wealthier
firms would have more abysmal humaghts records as scope and capital are often necessary to

operateonthe global scale on which most human rights violatifrthis natureoccur.
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Another reason may relate to stakeholder saliency and power. Several scholars have
argued that organizatis are more likely to address issues of social responsibility as they gain
greater saliency among key publics, and perhaps more importantly, powerful stakeholders
(Aguinis & Glavas, 2012; Coombs & Holladay, 2012;\Midiams & Siegel, 2001)Currently,
issues of diversity and wealth inequality are more often among the top ethical concerns of
business than environmental stewardship and human ¢lgbtsr, 2015) And, among the
American public, environmental protection and human rigrgsnot commonly considered top
issues- at least in comparison to other employment and economic cor(@awsResearch
Center, 2014c, 20150 astly, these two stakeholders arguably have the least power éimoseg
studied.The environment literally lacks the ability to speak for itself and those suffering from
humanrights violation are practically barred from doing-sthough admittedly there are some
major organization who lobby for eachidtlikely the case that organizations are mapé&to
cater to issues with the greatest saliencytarsthkeholders with theost power, both of which
stem from visibility among the general public.

Finally, it is worth noting that CSR still has important powers of differentiation. In recent
years, some scholars have expressed concern over the sustainability of CSR pré&etiees, w
CSRironically wouldbecome the victim ats own success. According Blomgren (2011 t h e
more effort that goes into CSR, the (more numb
272). The general argument is that, as CSR becomes commonly practieédliminish in its
differential power andlepleteorganizatiomal revenue becaest no longer adds valy&oering,
2010; Mackey et al., 2007)

To some extent this is a legitimate concern. The study and practice of CSR has grown

drastically over the last several decades (see Chapter 3). However, while more organizations may
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be practicing CSR, the mu#vel models indicate that they are not practicing it particularly well.
For total CSR, environment, employee relations, and human rights, the final model intercepts
were statistically significant negative values. Recall that the independent varialdiebh medel

were granédmean centered, meaning that an average organizaitioim an average industryat

least insofar as these variables categorize thesnmore likely to display social responsibility
weaknesses than strengths. These areas in partcelape for differentiation via CSR because,

as it turns out, to stand out in CSR performance, a company does not even need to perform well

in such areas, just less poorly.



Table 51

DescriptiveData acrossindustries(20052008)
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Industry HHI Advertising Capital Market Demand
Intensity Intensity Growth Instability

Agriculture Production 547 .00157 300656 A77 .091

(Crops)

Metal Mining .396 0 561595 277 .103

Coal Mining 233 .00027 500682 126 179

Oil and Gas Extraction .226 .00003 3548919 291 128

Mining (Quarry, Nonmetal .343 0 221760 122 .035

Minerals)

Building Construction .105 .00865 18224 -.085 322

(General Construction and

Operative Builders)

Heavy Construction (Other .398 0 30825 155 .053

than Construction

Contractors)

Food and kndred Products .082 .03341 163279 .103 .043

Apparel and Other Finished 118 .03745 28777 102 .061

Products

Lumber and Wood Products 454 .00638 447069 -.099 137

(Excluding Furniture)

Furniture and Fixtures 416 .06710 39660 .047 .076

Paper and Allid Products 131 .00312 161269 .063 .021

Printing, Publishing, and .136 .01635 42588 145 164

Allied Industries

Chemicals and Allied .052 .01908 122908 .325 179

Products

Pete Refining and Related .325 0 743360 .196 .094

Industries

Rubber and Miscellaous .238 .02151 64345 144 118

Plastic Products

Leather and Leather 179 .06246 25945 .093 .027

Products

Stone, Clay, Glass, and 274 .00144 184567 .091 133

Concrete Products

Primary Metal Industries 145 .00072 152746 .198 .042



Fabricated Metal Pducts
(Except Machinery and
Transportation Equipment)

Industrial and Commercial
Machinery and Computer
Equipment

Electronic and Other
Electrical Equipment and
Components (Except
Computer Equiment)

Transportation Equipment

Measuring, Analyzing, and
Controlling Instruments;
Photographic, Medical, and
Optical Goods; and Watche
and Clocks

Miscellaneous
Manufactiring Industries

Railroad Transportation

Motor Freight Transportatiol
and Warehousing

Water Transportation
Transportation by Air
Transportation Services
Communications

Electric, Gas, and Sanitary
Services

Wholesale Durable Goods

Wholesale Nondurable
Goods

Building Materials,
Hardware, Garden Supply,
and Mobile Home Dealers

General Merchandise Store
Food Stores

Auto Dealers and Gas
Stations

Apparel and Accessory
Stores

17

.078

.047

.187
.077

179

317
474

.605
.302
.259
136
.024

.076
217

501

.387

.339
11

.097

.00443

.00473

.00419

.00333
.00536

.06614

0

.00072

.00309
.00787

0

.01302
.00001

.00394
.01264

.02696

.03485

.01863
.02178

.04259

71807

45233

59099

57464
45984

49652

543137
71325

404549
214991
236332
305749
1197449

36564
38452

56269

39463

39651
51533

20400

116

132

135

.088
178

.058

.169
107

247
.164
110
.099
.099

152
A17

.099

.069

.069
.059

.056

109

.062

.042

.055

077
.027

.047

128
.065

115
.106
.029
.055
.048

.055
.032

.069

.068

071
102

.076
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Home Furnishing and 404 .08701 22243 .089 .073

Equipment Stores

Eating and Drinking Places 157 .03760 82548 134 .040

Miscellaneous Retalil 126 .08808 30561 178 118

Depository Institutions 133 .00070 60327 .138 .109

Nondepository Credit 557 .00678 26682 154 .203

Institutions

Security and Commodity .346 .00370 56965 .160 .164

Brokers

Insurance Carriers .069 .00031 38465 .366 564

Insurance Agents, Breks, 451 .00066 11614 .067 .031

and Service

Real Estate .355 .00466 1590876 .008 170

Holding and Other .025 .00326 888048 .201 111

Investment Offices

Personal Services 301 .06196 20424 .060 .080

Business Services .087 .01208 52557 .154 .039

Auto Repair, Services, and .545 .06290 118613 .032 .020

Parking

Motion Pictures .334 .06330 88516 147 .158

Amusement and Recreation .130 .01137 253584 134 .050

Services

Health Services .091 .00230 37709 .148 .022

Educational Services 214 .09898 31009 .107 .047

Engineering, Accounting, .093 .00113 39490 .150 .021

Research, Management, an

Related Services

Mean across Industries 241 .01931 252535 127 .094
(.157) (.02642) (536315) (.080) (.085)
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Table 5.2

Firm-Level Variable Means and Standdbéviations

M SD
Firm Size 3.521 .758
Return on Assets (ROA) .035 .087
Operating Income Growth (OIG) -.528 3.702
Standard Deviation of OIG 1.250 7.103
Debt to Asset Ratio 193 163
Market Value (in billions) 6.817 21.042
Total Return -.017 .206
Standard Deviation of Total Return .368 .308
Product Quality .030 127
CSR Environment -.141 540
CSR Philanthropy .063 .248
CSR Employee Relations -.132 .624
CSR Diversity .249 .950
CSR Community Relations .047 .289
CSR Human Rights -.035 .159

CSR Total .052 1.632
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Table 5.4

Industry CSR Dat§20052008)
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Industry Environment Philanthropy Employee Diversity Community Human Total
Relations Relations  Rights

Agriculture Production -.813 .0623 .188 .063 -.250 -.250 -1.000

(Crops)

Metal Mining -1.208 .542 -.208 -.292 -125 -542 -1.830

Coal Mining -1.400 0 -.550 -.600 -400 -.200 -3.150

Oil and Gas Extraction -.690 .052 -.069 -.461 -.013 -.043 -1.224

Mining (Quarry, 0 0 -.563 0 -.250 0 -.813

Nonmetal Minerals)

Building Construction -.058 0 -.442 -.154 0 0 -.654

(General Cortsuction

and Operative Builders)

Heavy Construction -.200 .100 -.850 1.000 -.050 0 0

(Other than

Construction

Contractors)

Food and Kindred .014 .153 -.201 .708 .042  -.076 .640

Products

Apparel and Other -.071 0 -.661 .339 0 -.464 -.857

Finished Products

Lumber and Wood -.188 125 -.031 -.031 0 -.188 -.313

Products (Excluding

Furniture)

Furniture and Fixtures .354 .083 -.208 292 .146 0 .667

Paper and Allied -.288 .063 -.400 .313 138  -.038 -.212

Products

Printing, Publshing, .014 0 -111 1.042 111 0 1.056

and Allied Industries

Chemicals and Allied -.240 .136 .012 .506 .002 0 416

Products

Pete Refining and -2.389 .278 -.167 .250 -556 -.139 -2.723

Related Industries

Rubber and .167 .250 -.375 .063 -.125 0 -.020

Miscellaneous Plastic

Products

Leather and Leather 125 125 -.156 .625 125 -.250 594

Products

Stone, Clay, Glass, and -.028 0 222 -.583 .056 0 -.333

Concrete Products



Primary Metal
Industries

FabricatedVetal
Products (Except
Machinery and
Transportation
Equipment)

Industrial and
Commercial Machinery
and Computer
Equipment

Electronic and Other
Electrical Equipment
and Components
(ExceptComputer
Equipment)

Transportation
Equipment

Measuring, Analyzing,
and Controlling
Instruments;
Photographic, Medical,
and Optical Goods; anc
Watches and Clocks

Miscellaneous
Manufacturing
Industries

Railroad Transportation

Motor Freight
Transportation and
Warehousing

Water Transportation
Transportation by Air
Transportation Services
Communications

Electric, Gas, and
Sanitary Services

Wholesale Durable
Goods

Wholesale Nondurable
Goods

Building Materials,
Hardware, Garden
Supply, and Mobile
Home Dealers

.003

.027

.054

-1.000
.091

-.200
.083

-.032
-.921

-.109

-.031

-.250

.095

[e]

.055

.040

.076

.038

179

o 1o

o 10

[e]

.090
.064

(o]

.031

-.018

.021

-.104

-.116

-.339

.200
-.432

.050

-.031
-.340
-.238

-.180

-531

-.250

234

-.076

A11

128

172

.031

313

-095 -071

0 0
.053  -.040
.055 -.015
-.021 0
.017  -.006
196 -.071
-.550 0
.091 0

0 0
.083 0
-.125 0
.051 -071
-177  -.088
-.008 0

0 0
.250 0

114

-1.309

-0.900

.287

.052

-.549

.055

.019

-1.150
-.523

-.600
1.193
-.437

.076
-.768

-.125

-.500

.063



General Merchandise
Stores

Food Stores

Auto Dealers and Gas
Stations

Apparel and Accessory

Stores

Home Furnishing and
Equipment Stores

Eating and Drinking
Places

Miscellaneous Retail
Depository Institutions

Nondepository Credit
Institutions

Security and
Commodity Brokers

Insurance Carriers

Insurance Agents,
Brokers, and Service

Real Estate

Holding and Other
Investment Offices

Personal Services
Business Services

Auto Repair, Services,
and Parking

Motion Pictures

Amusement and
Recreation Services

Health Services
Educational Services

Engineering,
Accounting, Research,
Management, and
Related Services

-.071

.083

-.643

.054

.089
-.002
.091

-.011

-.010

.032

.029

.232

.333
.036

[e)

.094

.087

.008
.040
341

.063

.094

[«

.208
.003

(o]

.061

o 1o (o]

[e]

.143

(o]

N

o O

o

115

-.341

-.376

-1.732

453

219

-.098

501
.706
1.864

797

.880
417

-.208
-.313

.750
.625
-.563

.500
-.485

-.381
250
-.019

Mean across Industries

-.196

(.460)

077
(.107)

-.200
(.889)

Note Bolded figures represent a top 10 rating within the CSR category; underlined figures

represent bottom 10 rativgthin the CSR category.



Table 5.5

Correlation Matrix for CSR Subgenres
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Environment Philanthropy Employee Diversity

Community Human

Relations Relations  Rights
Environment 1.00
Philanthropy -.01 1.00
Employee .03 28** 1.00
Relations
Diversity -.04 .38** 29%* 1.00
Community 30** 23** 22%* 28** 1.00
Relations
Human 21** =21 -.01 -.19** .04 1.00
Rights

Note **p<.01



Table 5.6

Exploratory Factor Analysis of CSR Subgenres

Component

Local Global
Diversity .749
Philanthropy 734
Employee Relations .612
Community Relations 567 534
Environment .793
Human Rights .647

Note Only | oadings

>

. 5

ar

e

presented

117
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Table 5.7

Results of the Null Models Tests

Level 1 Level 2 ICC Wald Z for Wald Z for
Estimate Estimate Between Within
(SE) (SE) Group Group
Variance Variance
Total CSR 2.278 (.080) .524 (.136) .187
Environment .188 (.007) .184 (.039) 495 4.7347%** 28.541***
Philanthropy .060 (.002) .002 (.001) .040 1.783* 28.336***
Employee Relations 342 (.012) .085 (.023) 199 3.737%** 28.495***
Diversity .806 (.028) .107 (030) 117 3.610*** 28.618***
Community Relations .066 (.002) .018 (.005) 214 3.814*** 28.495***
Human Rights .020 (.001) .013(.003) 401 4 577*** 28.543***

Note ***p<.001 **p<.01 *p<.05
WaldZi s used to test variance components, which
conducted as a ortailed test.



Table 58

Main Effects HLM for Total CSR
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Models A Models B
20052008 Data 2009 Data
Null Model Full Model Finalized Model Null Model Full Model Finalized Model
Intercept -.157 (.111) -.292 (.159) -.419 (.136)** -.093 (.117) -.113 (.215) -.294 (.137)*
HHI -1.09 (.854) -1.123 (1.337)
Advertising 8.487 (5.287)  8.525 (5.124) 10.960 (8.052)  11.145 (5.820)
Intensity
Capital -3.5E7 (2.5E7) -9.0E8 (2.1E7)
Intengty
Market 717 (1.771) 2.871 (1.274)*
Growth
Demand 1.970 (1.540) 2.990 (1.423)*
Instability
Product 1.062 (.261)***  1.062 (.261)*** .579 (.470) 1.209 (.243)***
Quality
Firm Size .654 (.062)*** .619 (.®B0)*** .217 (.157) .325 (.003)***
ROA -.425 (.406) -.214 (.826)
OIG .039 (.031) 1.5E5 (.003)
SD of OIG .024 (.016) .000 (.001)
Market .025 (.002)*** .025 (.002)*** .041 (.007)*** .032 (.003)***
Value (in
billions)
Debt to -.508 (.268] -.463 (.264) -.121 (.424) -.282 (.247)
Asset Ratio
Total -.412 (.216) -.312 (.155)* .044 (.137) .021 (.025)
Return
SD of Total 123 (.144) 402 (.370)
Return
G 2.278 (.080)**  1.578 (.055)***  1.578 (.005)*** | 4.096 (.143)*** 3.657 (.265)***  3.401 (.120)***
Uoj 524 .803 (.193)*** .850 (.191)*** 487 (.148)*** 439 (.308) .724 (.200)***
Model 6278.898 5732.492 5705.607 7243.843 1813590 6859.884
Deviance
(-2LL)
Proportion of variance explained (vs. null)
Level 1 .307 .307 107 .170
Level 2 -.532 -.622 .099 -.487
Note ***p<.001 **p<.0L *p<.05 <.l
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Table 5.9

Multiple Regression ModePredictingPhilanthropy

Full Model Finalized Model Full Model Finalized Model

20052008 Data 20052008 Data 2009 Data 2009 Data

B (SE) B B (SE) B B (SE) B B (SE) B
Constant .062 (.005)**=* .063 (.005)*** .072 (.009)*** .077 (.008)**=*
Product .034 (.043) .017 .071 (.043) .048
Quality
Firm Size .043 (.008)***  .130 .043 (.008)*** 130 | .042 (.107)*** 107 .058 (.012)*** .143
ROA -.043 (.066) -.015 .006 (.063) .003
OIG .011 (.005)* .163 .010 (.005)* .153 | -1.6E6 (.000) .000 -3.5E6 (.000) -.002
SD of OIG .007 (.003)* .193 .006 (.003)* .183 | 4.2E6 (.000) .001 6.1E6(.000) .002

Market Value .005 (.000)***  .409 .005 (.000)*** .413 | .006 (.001)*** .347 .005 (.000)***
(in billions)

Debt to Asset -.044 (.033) -.029 -.021 (.035) -.017
Ratio

Total Return .005 (.035) .005 .007 (.008) .026
SD of Total -.012 (.023) -.015 -.013 (.023) -.018
Return

372

Note **p<.001 **p<.01 *p<.05

Full Model, 20052008 DataF (9, 1679 =57.84 p < .001 R = .237: Reag = 233
Finalized Model, 2002008 DatafF (4, 1684 =129.53 p < .001 R = .235 R%q = .233
Full Model, 2009 DataF (9, 1031) = 24.53 p < .001 R = .176 R = .169)

Finalized Model, 2009 Dat# (4, 1157 =74.41, p < .001 & = .205, R%q; = .202
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Models A Models B
20052008 Data 2009 Data
Null Model Full Model Finalized Model| Null Model Full Model Finalized
Model
Intercept -.190 (.059)** -.216 (.065)**  -.211 (.053)** | -.212 (.067)** -.258 (.160) -.256 (.059)***
HHI -.198 (.344) -.899 (.842)
Advertising 4.509 (2.135)* 4.734 (2.045)* 8.913 (5.577) 4.893 (2.604)
Intensity
Capital -2.3BE7 (1BE7)* -2.7E7 -1.0E7 (1.687) -2.5E7
Intensity (9.7E8)** (9.1E8)**
Market -.818 (.717) .518 (.920)
Growth
Demand .228 (.630) .902 (.926)
Instability
Product .053 (.089) -.182 (.162)
Quality
Firm Size =117 (.021)**=*  -112 (.A9)*** -.092 (.055}) -.129 (.027)**+*
ROA .038 (.138) 112 (.283)
OIG .002 (.010) -4.0E5 (.001)
SD of OIG .001 (.005) .000 (.002)
Market -.002 (.001)* -.002 (.001)** -.005 (.002) .000 (.001)
Value (in
billions)
Debt to .041 (.092) -.118 (.152)
Asset Ratio
Total .020 (.073) .039 (.048)
Return
SD of Total -.065 (.049) -.057 (.035) .086 (.128) .028 (.039)
Return
G .188 (.007)*** .181 (.006)*** .181 (.006)*** | .339 (.012)*** 419 (.030)**  .317 (.013)***
Uoj .184 (.039)*** .139 (.032)*** .133 (.030)*** | .225 (.050)*** .350 (.129)***  .149 (.039)***
Model 2136.764 2127.825 2101.673 3113.097 958.169 2387.716
Deviance
(-2LL)
Proportion of variance explained (vs. null)
Level 1 .037 .037 -.236 .065
Level 2 .245 277 -.556 .338
Note **p<.001 **p<.01 *p<.05 <.l
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Models A Models B
20052008 Data 2009 Data
Null Model Full Model Finalized Model| Null Model Full Model Finalized
Model
Intercept -.246 (.044)=*  -209 (.052)***  -.225 (.046)*** | -.209 (.050)*** -.113 (.055) -.206 (.045)***
HHI -.140 (.293) .596 (.452)
Advertising -2.371 (1.809) -4.799 (2.404)
Intensiy
Capital -5.5E9 (8.1E8) 7.6E8 (5.0E8)
Intensity
Market 1.071 (.603) 1.492 (.538)** 1.170 (.353) .245 (.363)
Growth
Demand .564 (.513) .033 (.460)
Instability
Product .250 (.114)* .264 (.113)* .671 (.216)** 617 (.116)**
Quality
Firm Size .048 (.027) .045 (.025) -.070 (.067) -.124 (.036)***
ROA .226 (.176) 171 (.379)
OIG .013 (.013) -.001 (.001)
SD of OIG .008 (.007) .000 (.000)
Market .008 (.001)*** .008 (001)*** .017 (.003)***  .012 (.001)***
Value (in
billions)
Debt to -.095 (.115) -.109 (.174)
Asset Ratio
Total -.264 (.094)** -.178 (.067)** -.007 (.062) .005 (.012)
Return
SD of Total .075 (.063) .219 (.167)
Return
G .342 (.012)*** .301 (.011)**=* .300 (.011)** | .836 (.029)*** 794 (.059)*** 787 (.028)***
Uoj .085 (.023)*** .083 (.023)*** .082 (.022)*** .083 (.028)**  .003 (.038) .058 (.023)*
Model 3079.277 2931.105 2885.290 4554.639 1173.741 4428.451
Deviance
(-2LL)
Proportion of variance explaindds. null)
Level 1 120 123 .050 .059
Level 2 .024 .035 .964 .301
Note **p<.001 **p<.01 *p<.05 <.l
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Models A Models B
20052008 Data 2009 Data
Null Model Full Model Finalized Model Null Model Full Model Finalized Model
Intercept .243 (.054)*** .142 (.061)* .133 (.060)* .293 (.058)*** .260 (.060)*** .214 (.056)***
HHI -.707 (.349)* -.748 (.342)* .026 (.510) -.587 (.358])
Advertising 4.826 (2.147)*  4.589 (2.047)* 4.787 @.686) 5.094 (2.363)*
Intensity
Capital -4.3E8 (9.5E8) -9.6E8
Intensity (5.4E8)"
Market 485 (.714) .982 (.390)
Growth
Demand .675 (.602) .651 (.517)
Instability
Product .632 (.145)*** .632 (.145)*** .045 (.247) .428 (.044)**
Quality
Firm Size .612 (.034)*** .612 (.034)*** .299 (.076)*** .480 (.044)***
ROA -.542 (.226)* -.614 (.218)** -.262 (.436 -.206 (.207)
OIG .012 (.017) .001 (.001)
SD of OIG .008 (.009) .000 (.000)
Market .011 (.001)*** .011 (.001¥** .022 (.004)*** .014 (.001)***
Value (in
billions)
Debt to -.300 (.147)* -.295 (.146)* -.044 (.196) -.059 (.136)
Asset Ratio
Total -.127 (.120) .025 (.072)
Return
SD of Total .121 (.080) -.010 (.072)
Return
G .806 (.028)*** 493 (.017)*** 493 (.017)** | 1.373 (.048)***  1.052 (.074)***  1.091 (.038)***
Uoj .107 (.030)*** .110 (.031)*** .110 (.029)*** .100 (.032)** .000 (.000) .075 (.027)**
Model 4503.577 3752.736 3707.887 5383.166 1287.947 4931.066
Deviance
(-2LL)
Proportion of variance explained (vs. null)
Level 1 .388 .388 .234 .205
Level 2 -.028 -.028 1.000 .250
Note ***p<.001 **p<.0L *p<.05 <.l
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Models A Models B
20052008 Data 2009 Data

Null Model Full Model Finalized Model| Null Model Full Model Finalized Model
Intercept .009 (.020) -.009 (.028) -.019 (.023) -.007 (.022) -.018 (.051) -.031 (.025)
HHI -.129 (.151) -.473 (.289)
Advertising 1.542 (.933 1.740 (.877)* 2.505 (1.831) 2.376 (1.064)*
Intensity
Capital -.48E8 (4.3E8) 2.9E9 (5.0E8)
Intensity
Market -.135 (.312) .226 (.295)
Growth
Demand .288 (.270) .669 (.312)*
Instability
Product .090 (.050) .094 (.050) -.027 (.082) .025 (.045)
Quality
Firm Size .057 (.012)**+* 053 (.011)*** .032 (.028) .034 (.015)*
ROA -.197 (.078)* -.170 (.074)* -.019 (.144) -.063 (.067)
OIG .003 (.006) .000 (.000)
SD of OIG .002 (.003) .000 (.000)
Market .003 (.000)***  .003 (.000)*** .005 (.001)*** .004 (.000)***
Value (in
billions)
Debt to -.070 (.051) .010 (.076)
Asset Ratio
Total .019 (.041) -.002 (.024)
Return
SD of Total -.027 (.027) .074 .065)
Return
G .066 (.002)*** .058 (.002)**  .058 (.002)*** | .125 (.004)*** .110(.008)*** .118 (.004)***
Uoj .108 (.005)*** .024 (.006)**  .024 (.006)*** | .018 (.006)*** .030 (.015)* .024 (.007)***
Model 319.236 191.736 127.822 1362.077 392.001 1285.964
Deviance
(-2LL)
Proportion of variance explained (vs. null)
Level 1 A21 121 120 .056
Level 2 778 778 -.667 -.333
Note ***p<.001 **p<.0L *p<.05 <.l
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Models A Models B
20052008 Data 2009 Data

Null Model Full Model Finalized Model |  Null Model Full Model Finalized Model
Intercept -.059 (.016)** -.048 (.020)* -.051 (.016)** | -.059 (.015)***  -.100 (.052) -.053 (.015)***
HHI -.027 (.107) -.380 (.269)
Advertising -.327 (.668) 479 (1.792)
Intensity
Capital -2.3E8 (3.1E8) -6.9E9 (51E-8)
Intensity
Market .007 (.224) -.402 (.297)
Growth
Demand .084 (.197) .257 (.297)
Instability
Product .023 (.028) .112 (.048)*
Quality
Firm Size -.038 (.008)***  -.032 (.006)*** -.031 (.016)* -.025 (.007)***
ROA .077 (.044) -.014 (.084)
OIG .001 (.003) .000 (.000)
SD of OIG 1.9E4 (.002) .000 (.000)
Market -.001 (.000)***  -.001 (.000)*** -.004 (.001)** -.002 (.000)***
Value (in
billions)
Debt to .029 (.029) -.009 (.045)
Asset Ratio
Total -.036 (.023) .000 (.0%8)
Return
SD of Total .008 (.016) .040 (.038)
Return
v} .020 (.001)*** .018 (.001)*** .018 (.001)*** | .033 (.001)*** .037 (.003)*** .031 (.001)***
Uoj .014 (.003)*** .014 (.003)*** .013 (.003)*** | .012 (.003)*** .037 (.014)** .011 (.003)***
Model -1707.678 -1712.169 -1792.994 -833.050 -31.916 -883.074
Deviance
(-2LL)
Proportion of variance explained (vs. null)
Level 1 .100 .100 -121 .061
Level 2 0.000 .071 -2.083 .083
Note ***p<.001 **p<.0L *p<.05 <.l
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Table 5.15

Summary of HLM Hypothesis Testifig

CSR Philanthropy Environment Employee Diversity = Community  Human
Total Relations Relations Rights

RQ3 PQ? - + + +
H1: HHI + U

H2: Ad
Intensity +

H3: Market
Growth +

H4. Capital
Intensity +

H5: Demand
Instability +

H6: Firm Size + \Y V U V V U
H7: ROA + U U
H8: OIG + \Y

H9: Total
Return +

H10: Market
Value +

H11: Debt to
Asset-

H12: SD of
OIG -

H13: SD of
Total Return-
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CHAPTER 6
CSR INVOLVEMENT EXPERIMENT ANALYSIS
Descriptive Statistics and Manipulation Checks

The experimental survey developed using Qualtrics wasngstered via MTurk during
one week in February 2015. In total, 798 participants viewed the survey: 49 (6.14%) abandoned
the survey immediately after viewing the stimulus, 14 (1.75%) abandoned the survey after
viewing only one question set, 19 (2.38%) akt@®have their responses withdrawn following
debriefing, and 15 (1.88%) failed to provide unique MTurk worker IDs. These 107 (13.4%)
participants were removed before conducting the following analyses, leaving a final saMple of
= 691.

Participants wereecruited from the U.S. adult population. Residents of 49 states and the
District of Columbia were represented in the final samp@n the whole, however, females
(43.2%,n = 297)and minoritieg27.2%,n = 188)—in particular African Americans and peepl
of Hispanic origin- were somewhat underrepresented. Additionally, the sample tendke\to
younger(M = 32.88,SD= 11.56)andless wealthfM = $54,244 SD = $49, 343)yet more
educatedthan the U.S. population in genefsg¢e Table 6.1)Participaits were randomly
assigned to one of 12 treatment conditions. Cells ranged in size from 43\io=87(58,SD =
7.86), all well above the minimum recommended size of 20 for statistical significance testing
(Hair Jr. et al., 2010)

One of the two experimental manigtions was product quality. Twlpoint Likert

items, one frons.K i m(21)CAscaleand ne f r om R(BOO9)cadioomert al . ' s
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responsibility scale, aslespecifically about product quality. The two items correlated strongly
and positively(= . 82) and coll ectively displayed str ol
the two items were averagadd a onavay ANOVA was used to test mean differences agno
participants across the three product quality manipulabgniseir assessments of product
quality.

The oneway ANOVA was significantf (2, 688) = 336.08) <.001; therefore, post hoc
tests were conducted to further investigate mean differencesMHewe, because Leven
proved significantk (2, 688) = 6.672p < .01), equal error variance could not be assumed; thus
Dunnett’s T3 was u $eadicipamsrin the hightproduat quality coaditigns i s .
rated the product as significantietter than did those in the average product quality condition
(Maits = .98,p <.001), who in turn rated the product as significantly better than did those in the
low product quality conditionMaiff = 1.78,p <.001). The product quality manipulation was
deemed successful.

The secon@xperimental manipulation was C8Rtegory Participants in experimental
conditions were shown messages reflecting either practices of generalized €383}, CRM
without cause choicen(= 185), or CRM with cause choice £ 182). A multiple choice question
asked participants to describe the social responsibility messtgerhichthey were presented
as either a donation of a specified dollar amount (CSR), a donation of a percentage of sales
revenue directly to the NMSI @M without cause choice), or a donation of a percentage of sales
revenue to promote STEM education at a school
choice). A tweway contingency table analysis using crosstabs was performed to check the

manipulationthechis quar e st at i s t?(,N=528)s318.04g0n.000); cant (X
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suggesting that participants were cognizant of the differeanoédsthat this manipulation was
also successful
Measurement Model

The original measurement model proposed @paethdent variablesinvolvement, BRIC,
CA, CSR reputation, community responsibilities, and customer responsibiléies 2
dependent variablespurchase intention and WOM recommendatiamhich would need to be
scaled and tested for validity and rellaip. 1* A CFA was conducted using AMOS software to
test the reliability and validity of this proposed measurement model.

This modelconsisted 088 itemsdivided among factors The significance of the
goodness of fitché q u ar e $=t1&36.17gft= 618,p <.001) indicatd poor model fit;
however, such cksquare statistics are often misleading as increases in the sample size and
number of parameters estimated inflatevthleie.Hair Jr. et al. (2010argue that the ratio of chi
square to degrees of freedom is a better measure of fit, with ratios of 3:1 deemed acceptable. The
initial mo d &df = 2{81. Othed ¢ommoh meaasuks of absolute fit (RMSEA = .05)
and incremental fit (CFI = .96) we also beyondcceptable thresholds, indicatiag overall
goodness of fit.

Each measurement construct within the initial measurement model displayed strong
composite reliabilities, all = .87. This mode
fac or | oadings = .80 and the average variance
exceeding the proposed .7 and .5 thresholds, respedtilaiyJr. et al., 2010 here were,
however, several issues with discriminant validity in this initial model. AdeT@.2 illustrates,

the maximum shared variance (MSV) was greater than the AVE for the CA, CSR reputation, and

customer responsibilities constructs. Additionally, ihe6 %vas less than other inteonstruct
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correlations for these same constructs {sd#e 6.3). These differences raise serious questions
as to whether CA, CSR reputation, andtome responsibilities represent distinct constructs.

A close examination of Table 6.3 reveals that customer responsihilaghe only

inter-construct corriation greater thaa i 6 %r CA. It therefore seemetiat a revised
measurement model could most effectively improve upon this ieffiait by removing the
customer responsibilities construct, which appdé&r be effectively captured the CA
constuct Intuitively this makes sense as the customer responsibilities construct primarily
measures product quality and customer satisfaction, both of which are addressed by CA items. It
also appeadthat the community responsibilities constraetssimilarly captured by the CSR
reputation construct. Again, items in the community responsibilities construct primarily
addressdorganizational commitment to community activities, charities, and education; the CSR
reputation construct addresithese and other iges as well.

Like the initial model, the revised model resulted in a significant goodness offit chi
squar e %=tleB84.994dft 876 p <.001; yet ther traditional measures of fit were quite
r o b uAlft= 2.16;;RMSEA = .05; CFI = .9), indicating the makings of a sound measurement
model.All constructs displayed stng composite reliabilitiee ). Bl&eover,al factor
| oadi ng8&withame AX E3foeeach®ohstruct, suggesting good convergent validity
(see Table 6.4Removingboththe customeland communityesponsibilities construgialso

eliminated discriminant validity issues well. AsTables 6.4 and 6.5 shoveor eachconstruct
the AVE exceededISV andl! 6 %as greater thaall interconstruct correlationg his revised
meaurement modelastherefore deemed reliable and vabtimmative indices for each

constructwvereused in the analysis that follows.
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Involvement and Financial Outcomes across Varying CSR Categories

H1 hypothesized that cause involvement would increasestemer choice and
participation increased across the CSR categories. AvageMANOVA using CSR category as
a fixed factor andhvolvement, purchase intention, and W@ildependent factors was used to
testH1 as well as the effects of choice and paraitign in CSR programs on key financial
outcomes Box’' s test was non$i(1804613118r=alMPpy=.P6B 0 X ' s
suggesting homogeneity among the variances and covariances of the dependent variables.
Significant differences were found angpthese constructs across varying Gakgories
Wi | k=.94,FX9, 1167) = 5.10p < .001. However, only 2% of the multivariate variance of
involvement, purchase intention, and WOM was associated with the CSR category grouping
vari &b.0® (n

A follow-up ANOVA using theBonferroni method proved significant for the
involvement construck (3, 687) =3.03p< . 65.01. Pgst hoc tests of the involvement
construct showed a significant mean differexyinanvolvementonly between the CSR and
control conditions Maitt = .42,SD=.16,p <.05). No other significant differences were found,
prompting a rejection dfil as the increased participation and choice categorizing CRM
activities did not translate into increased cause involvefient.

Follow-up ANOVASs on the purchase intentioR (3, 687) = 3.63p< . 85.02) and
WOM (F (3,687) =11.38p< . 02@ 105) constructs also proved significant. As was the case
for involvement, post hoc tests showed that only the CSR condition showed a significant
increase over the control for purchase inten{Ma = .60,SD=.19,p <.01).However, the CSR
(Maitt = .89,SD=.16,p <.001), CRM without cause choickl{i = .47,SD= .16,p <.05), and

CRM with cause choiceMuirr = .72,SD= .16,p <.001) conditions all displayed greater WOM

M
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scores than did ghcontrol. Still, no significant differences emerged among the experimental
constructs themselves.

Differences in reservation price among the CSR category conditions were gisatof
interest?! A oneway ANOVA was used to investigateservation priceThough equal variances
could not be assumed due @, 325N=e4.38pi<Ph)ithEi cance
ANOVA was significantF (3, 325) =3.38p< . 6503.Dynnett’ s T3 -hacas USe:(
analysis. The only significant mean diiace was between CRM with choice and CRM without
choice Mqir = 10.46,SD= 3.7,p <.05).

Regression Analyses for Financial Outcomes

These ANOVAs and post hoc test indicate that, at least to some extent, CSR and CRM
positively influencekey financial outomes of purchase intention, WOM, and reservation price.
The questions are (a) to what extent, (b) under what mechanisms, and (c) through which
cognitive pathways. Regression analyses were employed to address these queries.

Table 6.6 shows the correlatiomatrix for four independenariablesthree dependent
variables and two experimental manipulatioointerestBecause the majority of correlations
were statistically significant and many were at least moderately strong, concerns of
multicollinearityhad tobe abated. Therefore, all predictor regressors were-gedared to
control for this potential issu&.

Three separate hierarchical OLS regression analyses were run, each to determine
predictors of change in the dependent variables of purchasganteWOM, and reservation
price. These hierarchical OLS analyses prodilkeditial regression models; the first block
included the product quality category and CSR category conditions; the second block included

the independent variables of BRIC, CA,R&putation, and involvement; the third block
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included tweway interactios between the experimental conditions and the independent
variables; and the fourth and final block included all-tviloree, and fourway interactions
among the independent variag?® These initial models seen in Tables 6.7, 6.8, and 6.9
though thorough, are overly complex and contain a great deal of statistical noise. Simplified
regression models using the enter method were thus developed by eliminating regressors when
possille based on (a) nonsignificalRt change acrodsiocks (b) nonsignificantinstandardized
betas, and (c) high VIFs, which are indicative of multicollinearity issties.
Purchase Intention

Concerning the initial models predicting purchase intentionRtshange from Model 1
to Model 2 was significan change = .314) < .001), but nonsignificant from Model 2 to
Model 3 |2 change = .004y = .484);therefore, the first step in creating a simplified final model
was to eliminate the twavay interaction vaables between experimental conditions and
independent variables represented in the third block of the hierarchical OLS regression.
However,when the regressiomasrerun,the R? change from Model 2 ta revisedMlodel 4—
less the third block variableswassignificant R change = .013) < .05). These interactions
among independent variables were thus considered for inclusion into the finalized regression.

Relying on statistically significant betas with low VIFs within the remaining three blocks,
a findized regression model predicting purchase intention was developed (see Table 6.10). This
finalized model yielded aR? = .625, just slightly less that tH& = .633 in the mostomplex
initial model, indicating that the final, simplified regression analgseserved all but 0.8% of
the explained variance. Additionally, with all VIFs < 3, multicollinearity was a nonissue.

There were a number of significant main effects. In terms of experimental conditions,

those viewing products of higher quality tendedlisplay higher purchase intention than did
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those viewing lower quality products. The CSR category manipulation, however, displayed no
significant main effects in the initial hierarchical models and was thus left out of the finalized
regression. This indates that purchase intention is not significantly affected by the manner in
which CSR programs are implemented, namely as generalized CSR or some form aff@RM.
is not to say thatSR has no effect. Indeed, participants who attributed a higher CSiati@pu
to the company expressed significantly greater intent to purchase. The same was true of those
attributing greater involvement in the CSR cause, confirrhiag

Nevertheless, corporate abiltywhich, by and large, represents customer assessments of
product quality and manufacturing capabilityas the most influential factor in explaining
purchase intention (p = .506). BRi C also disp
beta was relatively | ow ( f(cosntributd o 9@ modebasa | | |, BR
moderator of CA, reflected in the significance of the CA*BRIC interaction term.

To investigate this moderating effect, the meantered BRIC variable was
trichotomized allowing the researcher to plot the effects of CAparchase intention for
participants displaying low, moderate, and high BRIC (see FigureTihé)slopes of the best fit
lines for moderate and high BRIC were equal (a = 1.02), with moderate BRIC dis@aying
slightly larger intercept value (b 359, b =3.48, respectively).The moderating effect, therefore,
is largely driven by théow BRIiC group y = .7% + 3.19). When participants perceive CA to be
low, intent to purchase is greater among those displaying lower levels of BRiC. However, as CA
perceptionsncrease, those espousing moderate and high BRIC levels display greater purchase
intention.

In addition to this tweway interaction, the threway interaction oCSR reputation, CA,

and involvement was also significant. The meantered variables of CAd involvement were
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dichotomized along their medians to evaluate their moderating effect on CSR reputation as a
predictor of purchase intention (see Figure 6.2). Across all values of CSR repdtagamdless
of involvement level- participants rating # organization as higher in CA expressed greater
intent to purchase, supportihth.

l nvol vement also emerged as a significant
purchase intention. Looking just at the participants espousing low involvement, thentiéa
line slopes among participants judging CA to be high (a = .42) and those judging CA to be low
(a=.32)is .1. This suggests that as evaluations of CSR reputation increasksathewide
gap in purchase intention between high CA and low Cpesmes as well. Among the high
involvement participants, this same gajifferences is even greateriffca— aowca = .15),
meaning that increased cause involvement widens the gap in purchase intention between high
CA and low CA to an even greater extas CSR reputation increases.

WOM

Looking now toward the initial models predicting WOM, againRAehange from
Model 1 to Model 2 was significanRf change = .351p < .001), but nonsignificant from Model
2 to Model 3 R? change = .006) = .141).Onae more the first step in simplifying the modeds
eliminating the interaction terms in the third block. Rerunning the regression shBfdhenge
from Model 2 toa revisedVlodel 4—again, less the third block variablesvassignificant &
change = .09,p < .05) The Model 4 interaction terms were considered for inclusion into the
finalized regression.

Looking primarily at statistically significant betas with low VIFs within the remaining
three blocks, a finalized regression model predicting WOMsettted upon (see Table 6.11).

This final model yielded aR? = .69, just slightly less that th@? = .708 in the most complex of
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the initial hierarchical OLS models, meaning all b4PA of the explained variance was retained.
Moreover, all VIFs < 3 inttis WOM model, indicating nssues with multicollinearity.

The main effects predicting WOM echo those of purchase intention. Again, the
experimental condition of product quality proved positive and significant, indicating that higher
product quality leaslto greatewillingness to recommend produc®e CSR category
experimental condition, however, wasonfactor. Referring back to the initial hierarchical
models in Table 6.8, CSR category proved significant in just one model: the basewitbdel
only experimental manipulations as regresskraias not included in the finalized regression.

Still, CSR reputation was a significant and positive predictor of WOM as was
involvement in the CSR cause. These findings supt@rBut despite the importance 66R
reputation, CA emerged as the most critical factorinprédi ng i ncrease)s i n WOMN
And while BRIC displayed nonsignificant main effects, the construct played an important
moderating role ints interaction with CA

Thetwo-way interaction btween BRIC and CA, which was significant in the purchase
intention regressigrwas significant in the WOM regressiaa well. The same process was used
to plot the best fit |Iines for this interact.i
variableof purchase intention (see Figure B.Blot surprisingly, the CA*BRIC interaction term
behaved similarly for WOM as it did for purchase intentions. Again, the slopes of the best fit
lines for moderate and high BRIiC conditions were equal (a = .091) withdterate BRIC line
displaying a slightly greater intercept (b = 3.99, b = 3.96, respectively). Practically speaking, the
effect of CA on WOM was virtually identical for the moderate and high BRiC conditions.

Participants expressing low levels of BRiCfeliied, as seen from the béistine in

Figure 63 (y = .83 + 3.94).When participants perceive CA to be low, those espousing lower
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levels of BRIC are more likely to recommend products thase displaying moderate or high
BRIC. As perceptions of CA imease, this effect is inverted, as participants with high and
moderate BRIC scores become more likely to recommend products than those with low BRIC.

Finally, the threevay interaction of CSR reputation, CA, and involvement was a
significant predictor otWOM as was the case for purchase intention. The analysis of this
interaction term as a predictor of WOM was conducted exactly as it was regarding purchase
intention; the results were similar as well (see Figure 6.4). Regardless of the value of CSR
reputaton—and across all involvement levelparticipants rating organization as higher in CA
were more willing to recommend products, supporkiig

Just as CA was an important moderator of CSR reputation, so too was involvement.
Concerning only the particgmts reporting low involvement, the difference in line slopes among
participants judging CA to be high (a = .40) and those judging CA to be low (awag4p4.
While a relatively wide gap in purchase intention between high CA and low CA exists
throughaut, as CSR reputation increases, that gap actually shrinks to a small degree. However,
among the high involvement participants, this sameesidferencewaslarger, andmovedin
the opposite direction ggnca— aowca = .15), meaning that increased causvolvement widens
the gap in purchase intention between high CA and low CA as CSR reputation increases.

Reservation Price

Finally, there is reservation price. TR&change from Model 1 to Model 2 was
significant R change = .093) <.001), but thé?? change from Model 2 to Model 3 was nBf (
change = .02 = .489). As was the case with the other dependent variables, the interaction

block threewerediscarded and the hierarchical OLS rerun. This time, howeveR*ttigange
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from Model 2 to theevised Model 4 was also nonsignificaRt thange = .02(y = .786).
Therefore, all interaction variables were eliminated from consideration for the final model.

The enter method was used to develop a finalized regression analysis for reservation
price inthe same manner as for the other dependent variables. The finalized model yi€tded an
= .107, much smaller than tHe? = .157 for the most complex of the initial hierarchical OLS
models. However, looking closely at Model 4 in Table 6.9, one seeR’hat .088.While
adding independent variables wilecessarilyncreaseR?, R%,qj takes into account the addition of
independent variables with low significance and little explanatory power, in a sense correcting
for anyoverinflation in R%. The differee betweerR? andR2q; for the complex initial model
was.05, indicating that many of the independent variabieseextraneous. On the other hand,
the simpler, finazedmodel ha anR%.qj = .099 making the difference betwe&3 andR%,g; just
.008, sugesting the finalized model offedl more efficient explanatory power. Additionally,
multicollinearity was not a problem as all VIFs < 2.

Only three main effects emerged as significant predictors of reservation price. As was the
case for both purchase inteon and WOM, the product quality manipulation was among them,
meaning that as product quality increased,
CA assessments were also significant, positive predictors of increases in reservation price. No
variables related to CSR emerged as key predictors or moderators of changes in reservation
price.

Brief Summary of Findings

The above analysgsovidedvirtually noevidence foH1. The oneway MANOVA and

posthoc ANOVAs showed little support for the pretibn that cause involvement would

increase in a stastep fashioracross conditions @feneralized CSR, CRM without cause choice,

S

(0]
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andCRM with cause choice. Involvement was, however, critical in other ways. In supptitt of
andH3, increased cause inw@ment was predictive of greater willingness both to purchase and
recommend products. However, in contradictior#) involvement had little effect on driving

up consumers’ reservation price. Reservation
terms of CSR effects more generallfhedependent variable of purchase intention and WOM
increasedvith improved CSR perceptions when positively moderated by CA, as predicted by

H5. However, CSR had no effect on reservation price either directly or ingiasctnoderated

by CA or other factors.

Discussion Limitations, and Future Research

Relying on ELM as a framework, involvement was put forth as the key variable of
interest in this experimental study. Past studies have shown involvement with CSR ¢tmuse to
significant predictor oboth CSR reputation ratingend subsequent financial outcormasamely
purchase intention’VOM product recommendatipand willingness to pay premium prices
(Gogo et al., 2014; KoscleFischer et al., 2012; Oberseder et al., 20Mdreover, different
CSR categories have also been shown to produce similar changes in financial outcomes. In
particular, when compared to CRM without cause choice, consumers given a choice of cause
within CRM campaignsespondavorably toboth the company enacting such socially
responsible efforts as well as its prod(Rbbinson et al., 2012)

Because of these similaritiesresults the researcher hypothesized that involvement may
be the cognitive pross at play leading to increased positive financial outcahaften
accompanyncreased choice of and participation in socially responsible causes. The results here
do not bear this out. Whilearticipants exposed to generalized GalRipaigns show

significantly greater cause involvement than did those in the control corglitiorstatistically
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significant differences emerged among the ti@8& categorgxperimental conditions.
Similarly, the results also show no significant differences in purchasgionteand WOM.

Added participation and choice through CRM mechanisms do not appear to meaningfully
correlate with ocausegreaterinvolvement, higher purchase intentionjrereasedVOM.
Interestingly, howevervhen compared to participants in the CRMhaut cause choice
condition, those presented with a cause choice were willing to pay an average of $10.50 more for
the product. As Robinson et §2012)suggest, added cause choice does indeed lead to a
willingness to pay premium prices, though involvemgoes not appear to be the driving
cognitive mechanisnAdditional research is required to understand the psychological motivation
that produces this effect. Among the most commonly proposed reasons are increased locus of
control, higher satisfaction viitthe outcome, or stronger attachment to the company, cause, or
product(Robinson et al., 2012)

Althoughchanges in CSR categamflectedlittle significant change in involvement, the
involvement construct remains important nevertheless. In the finaBgeessions for both
purchase intention and WOM, cause involvement emerged as a significant and posdictr
—as did ratings of CSR reputation. Moreover, involvement was a significant moderiatdih of
CSR reputatiom n d  €ffecs.d~or both purbase intention and WOM, CA yielded a
significant and positive main effect, with participants judging organizations to be higher in CA
expressing greater intent to purchasdrecommend productfn both casesass CSR reputation
increased, high causevolvementfurther widened these gaps among high and long@Aaips
In other words, when consumers display high cause involvement, improved CSR reputations
increase purchase intention and WOM at a greater pace when companies display manufacturing

expertise irthe production of quality goods.
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Still, while involvement and CSR reputation to some extent drive purchase intention and
WOM, they have virtually no effect on consuméwillingness to pay premium prices. In this
study, increases in reservation price aressh entirely by increases in brand relevance, product
quality, and CA. And speaking more generally, even under conditions when CSR reputation and
involvement contribute to positive financial outcomes, as is the case for purchase intention and
WOM, produc¢ quality and CA are just as stroa@gnd often stronger contributors.

For CSR and CRM programs to be viable, thegtgaenerate revenue greater than or
equal to their expense. That reuercan take a variety of forms: increased capital from investors,
higher productivity among employees, decreased regulation and litigation, etc. (see Chapter 2).
This experimental study tested the ability to recover lost reverthe implementation of CSR
programdirectly from consumer spending, with mixed resultseag/lether raising such
revenue is possible.

First and foremost, if a company fails to display expertise in its indagprpducing and
selling quality goods, CSR efforts are probably mbooall cases, CA is the more important
driver of financial revene from consumerdt is paramount that PR practitioners understand the
comparative effects of these two constructs. Moreokprpducts are of good quality, CSR does
lead to greater intent to purchase and recommend products, though not a willingragsstwe
for them—all else being equal. On a per unit basis, findings here indicate th@SR costs
cannot be recovered via premium pricing. However, when products are competitively priced,
consumers favor socially responsible organizataves irregponsible oneswhich could lead to
increased sales revenue through sheer volume of sales, increased brand loyalty among current
customers, aridr brand switching from competito(Brown & Dacin, 1997; Demetriou et a

2010; Luo & Bhattacharya, 2006; Peloza & Shang, 2011)
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Of course this is just one interpretation. It could be that participants are displaying a
social desirability bias in answering questions about purchase intention and WOM that fades
when true ddars and cents are introduced into the equation. Indeed, past research on CSR and
its effects on purchase intention and premium pricing have sometimes found such hesitancy
when customers are actually expected to follpawvords with actiofKimeldorf et al., 2006;
Voelckner, 2006)One limitation of the experimental nature of this project istthexre is no way
to gauge sincerity. Future research relying on secondaryasaléSSRlata or naturalistic
observations requiredto address such concerns.

Futurestudiesmight also investigate how distinct purchase intention is from WRdte
that the finalized linear regression models predicting both purchase intention and WOM feature
the same regressaggplaining a similar degree of variandée relative effects of these
regressors on the respective DAfealso very similaras is the nature ofi¢ interaction effects.

This is not altogether surprising considering the two DVs are highly corretate@@,p <. 01),
but despite tese strongorrelationsthe CFA of the measurement model showed the two
constructs to be discriminant, hence thetatment as separate variables in this sturdghe
future, researchernight consider investigatineither purchase intention or WOM to simplify
measurement models and shorten survey batteoasideringhatthe two constructs behave in
virtually idenical fashion.

One final limitation of this study that must be addressed is the sample. The population of
interest was all U.S. adults, from which the sample differs significantly in terms of gender,
ethnicity, income, age, and education. The median atfeefample, 29, is approximately eight
years younger than that of the U.S. populatieot an uncommon statistical difference when

comparing online samples to more traditional consumer pésedsSteelman et al., 2017 hat
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age difference is problematic less on its owght and more because of its potentiakcading
effect on other demograpisic

The median income of the sample is roughly $8,000tkess that of the U.S. population.
According totheU.S. Bureau of Labor Statistics (2012)1.6% of U.S. adults ages 18 to 19 are
unemployed as are 18.5% of adults ages 20 to 24. The average unemployment rate of all U.S.
adultsin 2014 wanly 6.2%. Because unemployment disproportiona#écts young adults
and the sample skews young, it is unsurprising that the median incomebeaddparatively
lowerin this samplehan in the general populatioAdditionally, part of thisincomeskew is
likely due to reporting erroiSome participastreported small annual incomssach as $7,500
for exampleln truth,t hi s p a actual annualanoome is probably $75,@0@he or she
simply omitted a zero, but the researcher cannoemsakh an assumption or changee
frequency of such asswaa yet uncorrected mistakes algely contributedio the samples
relatively small median income level.

Nonrepresentativeness in terms of education is also affected by the comparative youth of
the sample. According to tligew Research Cent(2012) millennials are the most educated
generation in U.S. historgo again it is no surprise that a sample skewing young would also
skew more educatl Moreover, he United States Census Bureau (2048ly provides education
data on adults ages 25 and oJdeeaniny any college graduate under agecapturedn the
samplewould not have been counted college educated in the populatiturther explaining
the higher education level of the sample when compared to the population

In the end, however, some degree afirepresentativeness is to be expeetbdnsuch
rigorous testings employed. Indeed, few published studies go to such extremities in describing

and validatingheir samples, probably because very few would measure up. In large part, the
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representativenef a sample depends on temporal and monetary resources. While the MTurk
sampleusedhere is not as robust as those derived from expensive anddimsaming consumer
panel studies, it is certainly more representative thansaftl student samples ancelikas valid
as most samples recruited through more traditional online plat{@atss & Lanza, 2013;
Buhrmester et al., 2011; Goodman et al., 2013; Mason & Suri, 2012; Steelman et al., 2014)
Overall this studignificantly contributes to the scholarship and practice of public
relations management of CSR programs. Though the addition of cause choice failed to reliably
increase cause involvement, the findings here reinforce the importance of cause involvement in
improving the effectiveness of CSR initiatives. The burning question for scholars and
practitioners alike still remains: How can cause involvement be increased? Certainly
stakeholders will varyn their support of different causes. Howewene strategy myabe to focus
CSR initiatives on more agreed upon, noncontroversial activities. For example, the stimulus
cause in this study promotion of STEM educatioanwas one people generally supported, as it
resonated with them based on their responses to Grau anld $2607)sause involvement
scale(M = 5.04,SD= 1.41)
Even thenhowever, the results here suggest that cause involveroeminy other aspect
of CSR for that matter is unlikely to move customers from simply claiming they will pay more
responsibly produced goods to actually doing so. As previously discussedreharmultitude
of ways in which CSR can add value to the organizational bottom line. It just seems that
premium pricing is nothe mosteffective way to do so. Therefore, scholars and practitioners
must explore alternative ways to make CSR work for tlieypuof profit in addition to the social

welfare of stakeholders.
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Table 6.1

Sample Demographics and Representativeness

Demographic Category Sample uU.S. Statistical Significance of
Populatiod® Difference
Gender Male 5680% (n=390) 49.19% ¥?(1,N = 687) = 15.75p <.001
Female 4320% (h=297) 50.81%
Ethnicity Asian or 11.20% (n=76) 5.00% X?(1, N = 690) = 134.89p <.001

Pacific Islander
Caucasian 72.60%6 (n=502 63.30%

African 6.70% (= 46) 12.20%
American
Spanish or 5.10% 6 = 35) 16.60%
Hispanic
Multi -racial 3.30% 6 =23) 2.10%
Native 1.00% 6=7) .70%
American

Education No high school .30% f=2) 13.90% X?(1,N = 689) = 335.59 <.001
diploma
High school of 12.20% (= 84) 28.10%
GED
Some cdege, 26.90% (=185) 21.20%
no degree
Associ a 9.60% 6=66) 7.80%
degree
Bachel o 38.90% (=268) 18.00%
degree

Graduate or 12.20% 6 = 84) 10.80%
professional
degree

Income Mdn= $45,000 Mdn = $53,046 Z=-3.77, p<.001

Age Mdn= 29 Mdn= 37.3 Z=-10.55,p<.001

Note The onesample Wilcoxon signed rank test was used to compare the sample and population
medians for income and age variables. The standardized test statistics are reported iB.column
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Initial Measurement Model Reliability and Convergent Validity
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Construct Composite
Reliability (CR)

Purchase Intent
BRIC

CA

CSR Reputation
Community
Customer
Involvement
WOM

.96
94
.93
.89
.87
.90
91
.97

Average Maximum Average Shared
Variance Shared Variance Variance (ASV)
Extracted (AVE) (MSV)

.878 674 .346

.801 .076 .047

.704 .835 .388

.581 .587 .265

.628 .587 210

.701 .835 373

672 .085 .047

.845 707 407

Note Bolded values indicated a MSV > AVE, which suggéssues with discriminant validity

for the given construct.
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Table 63

Initial Measurement Model Factor Correlation Matrix with Square Root of the AVE on the
Diagonal

Purchase BRIC CA CSR Community Customer Involvement WOM
Intent Reputation

Purchase

Intent 937

BRIC 274 .895

CA 771 276 .839

CSR

Reputation .503 181 554 762

Community 404 227 425 .766 .793

Customer 762 220 914 464 442 .837

Involvement 291 031 .185 .253 178 .168 .820

WOM .821 206 .830 .629 510 .841 .288 919

Note Bolded values indicateal)! 6 %interconstruct correlationsvhich suggests issues with
discriminant validity for the given construct.
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RevisedMeasurement Model Reliability and Convergent Validity
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Construct

Composite
Reliability (CR)

Purchase Intent
CA
CSRReputation
BRIC
Involvement
WOM

.96
94
.89
94
91
.97

Average Maximum Average Shared
Variance Shared Variance Variance (ASV)
Extracted (AVE) (MSV)

.878 676 .335

.710 .684 .337

573 .396 210

.801 .075 .045

672 .085 .053

.845 .684 376
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Table 65
RevisedMeasurement Model Factor Correlation Matrix with Square Root of the AVE on the
Diagonal
Purchase CA BRIC Involvement WOM
Reputation
Purchase Intent 937
CA 167 .843
CSR Reputation .502 554 157
BRIC 274 273 179 .895
Involvement 291 183 .249 .031 .820
WOM .822 .827 .629 .206 .289 .919
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Table 6.6

Correlation Matrix forlVs, DVs and Experimental Conditions

BRIC CA CSR Involvement Purchase WOM Reservation Product CSR
reputation Intention Price Quality  Category

Category

BRIC 1

CA 27 1

CSR 214 59 1

reputation

Involvement .01 6% 22%* 1

Purchase 25%%  75% 5% .26%* 1

Intention

WOM 9% 79 1% .25** .80** 1

Reservation .25** .24*  17** .08 .29 29 1

Price

Product .04 b58** | 25** .09* .55** S57+* 15%* 1

Quality

Category

CSR -02 .07 .29%* .02 .06 A13** .08 .05 1

Category

Note **p<.01 *p<.06



Table 6.7

Full Hierarchical OLS Regression Model Predicting Purchase Intention
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Model 1 Model 2 Model 3 Model 4

B (SE) B (SE) B (SE) B (SE)
Constant 3.456 (.055)***  3.456 (.041)***  3.454 (.052)*** 3.414 (.055)***
PQ category 1.175 (.069)*** 440 (.064)*** 448 (.066)*** 456 (.067)***
CSR category .048 (.50) -.044 (.039) -.028 (.040) -.036 (.040)
BRIC .078 (.028)* .051 (.048) .040 (.051)
CA 664 (.048)x*  753(.071)* 728 (.076)***
CSR rep 197 (.047)** 086 (.073) .115 (.076)
Involvement .163 (.030)*** 161 (.050)*** 157 (.056)**
PQ category * Involvement -.006 (.038) -.072 (.049)
PQ category * CSR rep .048 (.056 .046 (.064)
PQ category * BRIC .029 (.035) -.040 (.042)
PQ category * CA -.058 (.054) -.036 (.055)
CSR category * Involvement .003 (.026) .017 (.028)
CSR category * CSR rep .089 (.041)* .085 (.041)*
CSR category * BRIC .021 (.025) .027 (.026)
CSR category * CA -.071 (.B6)* -.064 (.037)
Involvement * CSR rep -.051 (.032)
Involvement * BRIiC .019 (.021)
Involvement * CA .072 (.034)*
CSRrep * BRIC -.044 (.031
CSRrep * CA .007 (.031)
BRIC * CA .078 (.028)**
Involvement * CSR rep * BRIC .005 (.a.8)
Involvement * CSR rep * CA .005 (.015)
Involvement * BRIC * CA .005 (.015)
CSR reputation * BRIC * CA -.004 (.013)
Involvement * CSR rep * BRIC * CA .005 (.007)

Note **p<.001 **p<.01 *p<.05 <.l

Model 1:F (2,688 = 14732, p< .001 { =.30Q R2g = .299
Model 2:F (6, 684) =181.01 p < .001 R = .614 R%q = .610
Model 3:F (14, 676) = 78.05 p < .001 R = .618 R2q = .610)
Model 4 F (25,665 =45.82 p < .001 {2 =.633 R%dj=.619
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Full Hierarchical OLS Regression Model PredictimOM
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Model 1

Model 2

Model 3

Model 4

B (SE)

B (SE)

B (SE)

B (SE)

Constant

PQ category

3.972 (.047)**
1.062 (.058)***

3.972 (.032)***
392 (.032)***

4.013 (.040)***
400 (.051)***

3.974 (.042)**
423 (.051)**

CSR category 136 (.042)*** .019 (.030) .033 (.031) .029 (.031)
BRIC -.002 (.022) .003 (.037) .004 (.040)
CA 578 (.037)*** 612 (.055)***  .599 (.059)***
CSRrep 295 (.037)*** 223 (.057)*** 249 (.059)***
Involvement .103 (.023)***  .090 (.039)* .068 (.043)
PQ category * Involvement .008 (.029) .018 (.038)
PQ category * CSR rep -.034 (.044) -.067 (.050)
PQ category * BRIC .017 (.027) -.023 (.033)
PQ category * CA -.083(.042)  -.097 (.042)*
CSR category * Involvement .013 (.020) .005(.021)
CSR category * CSR rep .056 (.031y .059 (.032)
CSR category * BRIC -.000006 (.019) .013 (.020)
CSR category * CA -.037 (.028) -.052 (.029)
Involvement * CSR rep .051 (.025)*
Involvement * BRIiC .016 (.017)
Involvement * CA -.021 (.027)
CSRrep * BRIC -.050 (.024)*
CSR rep * CA .032 (.024)
BRIC * CA .056 (.022)*
Involvement * CSR rep * BRIC -.029 (.014)*
Involvement * CSR rep * CA .028 (.011)*
Involvement * BRIC * CA .029 (.012)*
CSR reputation * BRIiG CA -.018 (.010)
Involvement * CSR rep * BRIC * CA -.004 (.006)

Note **p<.001 **p<.01

*p< .05

<.l

Model 1:F (2,688 = 176.62 p < .001 R = .339 Reag; = .337)
Model 2:F (6, 684) = 253.49 p < .001 R2 = .69Q Rag; = .687)

Moded 3: F (14, 676) =110.197p < .001 R = .695 Reagj = .689

Model 4: F (25,665 = 64.51 p < .001 {2 = .708 Rlag; = .697)



Table 6.9

Full Hierarchical OLS Regression Model PredictiRgservation Price
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Model 1 Model 2 Model 3 Model 4

B (SE) B (SE) B (SE) B (SE)
Constant 29.67 (1.5}  26.03 (1.70)**  26.59 (1.90)**  26.91 (2.10)***
PQ category 5.067 (1.934)** 5.515 (2.032)** 4.578 (2.608) 4,572 (2.791)
CSR category 1.634 (1.161)  1.308 (1.182) 706 (1.561) 1.115 (1.746)

BRIC

CA

CSRrep

Involvement

PQ category * Involvement
PQ category * CR rep

PQ category * BRIC

3.566 (.888)***

1.194 (1.685)
.986 (1.509)

1.394 (1.024)

2.127 (1.741)
1.745 (2.688)

562 (2.387)
-.771 (1.929)
-1.130 (1.666)
1.607 (2.194)
1.448 (1.293)

1.211 (2.105)
1.094 (3.200)
429 (2.917)
-2.188 (2.436)
-.926 (1.930)
2.058 (2.328)
1.304 (1.421)

PQ category * CA -.393 (2.047) -.370 (2.328)
CSR category * Involvement 1.745 (.901) 1.955 (1.039)
CSR category * CSR rep .105 (1.330) -.393 (1.428)
CSR categry * BRIiC 554 (.841) 467 (.912)
CSR category * CA .013 (1.440) -.014 (1.719)
Involvement * CSR rep .209 (1.349)
Involvement * BRIC .330 (1.000)
Involvement * CA .603 (1.651)
CSR rep * BRIiC 1.101 (1.464)
CSRrep * CA -.399 (1.44)
BRIiC * CA 421 (1.221)
Involvement * CSR rep * BRIC .209 (.778)
Involvement * CSR rep * CA 577 (.744)
Involvement * BRIC * CA -.289 (.801)
CSR reputation * BRIC * CA .244 (.855)
Involvement * CSR rep * BRIC * CA -.174 (.564)

Note: ***p<.001

**n< 01

*p< .05

<.l

Model 1:F (2,688 = 4.52 p < .05(R2 = .027: R = .021)
Model 2:F (6, 684) = 7.34, p < .001 R = 120, R = .104)
Model 3:F (14, 676) =3.67, p < .001 R = .141 R =.102)
Model 4 F (25, 665) = 2.26 p < .0L (R2 = .157 Reaq = .089
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Table 6.10

Finalized Multiple Regression Model Predicting Purchase Intention

B (SE) B t Sig.
Constant 3.420 (.045) 75.2844 .000
PQ category 448 (.064) .208 6.966 .000
BRIC .085 (.028) .076 3.064 .002
CA .657 (.048) .506 13.583 .000
CSR rep .194 (.046) 131 4.223 .000
Involvement 197 (.033) .160 6.016 .000
CA* BRIC .053 (.019) .071 2.839 .005
Involvement * CA .048 (.026) .058 1.894 .059
Involvement * CSR rep -.036 (.029) -.041 -1.254 .210
CA*CSR rep .011 (.023) .013 A79 .632
CSR rep * CA* Involvement -.025 (.013) .063 -2.015 .044

F (10,680 = 130.3Q p < .001 &2 = .625 R2q = 619
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Low BRIiC
- == Moderate BRIiC
------- High BRIiC

Purchase Intention

3 2 a1 o 1 2 3 a4
Corporate Ability

Figure 6.1

Two-WayInteraction of CA and BRIC Predicting Purchase Intention

Note Low BRIC:y=.7%+ 3.19
Moderate BRiICy = 1.0 + 3.59
High BRIC:y=1.0X + 3.48
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Figure 6.2
ThreeWay Interaction of CSR reputation, CA, and Involvement Predicting Purchase Intention

Note Low Involvement, Low CAy = .3+ 2.39
Low Involvement, High CAy = .42+ 4.03
High Involvement, Low CAy = .3& + 2.39
High Involvement, High CAy = .5X + 4.44
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Finalized Multiple Regression Model Predictid¢OM
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B (SE) B t Sig.

Constant 3.947 (.036) 111.008 .000
PQ category 413 (050) 221 8.214 .000
BRIC -.003 (.022) -.003 -.136 .892
CA .547 (.038) 486 14.440 .000
CSR rep .297 (.036) 231 8.244 .000
Involvement .091 (.026) .085 3.535 .000
CA * BRIC .031 (.014) .048 2.133 .033
Involvement * CA .000 (.020) .000 011 991
Involvement * CSR rep .033 (.022) .044 1.479 .140
CSRrep * CA -.009 (.018) -.013 -.509 611
CSR rep * CA * Involvement .020 (.010) .057 2.034 .042
F (10, 690) = 154.24 p < .001 R = .6%; R%.j = .690)
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Low BRIC
- «= Moderate BRIC
------- High BRIiC

WOM

O T T T T T T 1
-3 -2 -1 0 1 2 3 4

Corporate Ability

Figure 6.3
TwoWaylnteraction of CA and BRIiC PredictingOM
Note Low BRIC:y=.8%+ 3.94

Moderate BRiCy = .91x + 3.99
High BRIiC:y = .91x + 3.96
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Figure 6.4

ThreeWay Interaction of CSR reputation, CA, and Involvement Pradistt! OM

Note Low Involvement, Low CAy = .44x + 3.13
Low Involvement, High CAy = .4x + 4.45
High Involvement, Low CAy = .48+ 3.15
High Involvement, High CAy = .63 + 4.72



Table 6.12

Finalized Multiple Regression Model PredictiRgservatiorPrice
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B (SE) B t Sig.
Constant 26.422 (1.697) 15.574 .000
PQ category 4.977 (1.989) 141 2.503 .013
BRIC 3.390 (.878) 226 3.862 .000
CA 2.903 (1.453) .120 1.998 .047

F (3,325 =12.97 p<.001 R = .107, R’aq; = .099
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CHAPTER 7
CONCLUSION

Individually, the two studies comprising this dissertation make unique contributions to
PR research and practice. However, only by looking at them together does a grander idea
emerge, and it is one that speaks to the very nature of the CSR construct itself. Anivest gla
the findings here appear to provide evidence that CSR could be considered either a formative or
reflective construct. In actuality, however, it appears that CSR is not a singular construct at all;
rather, it is better to consid@SR performancandCSR perceptioas distinct entities behaving
in vastly different ways.

The evidence from the secondary data analysis of KLD, COMPUSTAT, and CRSP
variables investigated the following six dimensions of CSR:
Diversity
Philanthropy
Employee Relations
CommunityRelations

Environmental Sustainability
Human Rights

= =4 =4 -8 -8 -9

If these dimensiogwere to merge into a reflective measure of CSR, then one would reasonably
expect significant and strong intiéem correlations, internal reliability, and convergence along a
singlefactor. The results from Chapter 5 prowdd® such evidence. Therefore, if CSR is to be
considered a singular variable, then it is most likely a formative one.

In the second study, which investigated the effect of cause involvement on financial

outcomesCSR was again measured al on g(2081)CA/CER mensi o

scale:
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Diversity

Philanthropy

Education Commitment
Community Relations
Environmental Sustainability
Public Health

= =4 =4 -8 98 -9

Based on assumptions concerning the formative nature of CSR and findings in the secondary
data analysis, the researcher expected to find little evideri€8Rfas being a reflective
construct in this setting as well.

In large part, this expectation of a formative CSR construct led to the inclusion of a
community responsibilities scale inet original measurement mod€&his scaleadapted from
Rettab et al. (2009yvasfirst included becausi provided more sgcific measures of community
relations and product quality than d&dK i m(2011)CSR/CA scke. The researchdeared the
CSR reputation items seemingly unrelated to corporate giving toward community and
educational programs (environmental sustainability, social diversity, and public hediitt)
were the focal causes in the stimulsuld indude too much statistical noiecausé. Kim
(2011)measured CSkore generallyn herscale But, while this community responsibilities
scale provd reliable, it lacked discriminant validity &s extracted variance was captured by the
CSR scale, hence its exclusion in the final measurement model.

The researcher waeverthelesiesitanto remove the communitgsponsibilities scale
despite discriminant validity concerns, and ewensidered separatiriige 6item CSR reputation
scaleinto two 3item scales. A Varimaxotated EFA of the ftem CSR reputation scale yielded
only one compord with the smallest factor loading equal to .735. This strong empirical
evidence for a singleeflectiveCSR factor, coupled with the theoretical arguments in the extant

literature regardin®.K i m(2011)scale, made splitting these construct ill advised.
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Still, such strong internal consistency among somewhat disparate items is odd given the
experimental manipulatioof CSR. Why would organizational commitments to STEM education
lead participants to judge that organization as more committed to social diversity, environmental
sustainability, or public health? The success of the CSR categorgutain check makes it
improbable that participants were unable to interpret the CSR and CRM messages, and therefore
unlikely that they both systematically and erroneously completed the CSR reputation scale.
Moreover, the statistical support from the setary data analysis for treating CSR as a
formative construatnade this experimental evidence for a reflective CSR construct that much
more baffling.

The reason for these differences is that, though both studies measure CSR, one addresses
CSRperformance- objectively evaluated by a reliable soureehile the other measures CSR
perception- subjectively determined by stakeholder assessmehis objective CSR
performance construct is formative, as one might expect given that there is no logical teason w
a company performing well in one dimension of CSR would perform well in all dimensions.
Interestingly, however, the CSR perception construct is reflective in nature. Rather than seeing
CSR as a collection of separate, unrelated performance dimensaiesiaddeperceptionof
CSR performance is more broadly appliederle appears to be some sort of spillover effect in
which actual success in one area of CSR leads to attributed success in similar yet distinct arenas.

This spillover effect is analogous ttee whatis-beautifutis-good, or halo, effect.
Research on the halo effect describes peopl e’
physically attractive persons more often than to less attractive persons, even though, in reality,
no suchdifference exist¢Burgoon, Buller, & Woodall, 1995; Dion, Berscheid, & Walster, 1972;

Hatfield & Sprecher, 19855imilarly, although participants the experimentattudy were
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given no information by which tafige the dummy stimulus company on matters such as
environmental sustainability and public health, positive information on other CSR aspects
community relations, philanthropy, and educational commitmepilled over to create positive
judgments in thesareas nonetheless.

The existence and strength of this possible spillover effect merit further investigation.
Should such an effect be ample, it could have vast strategic signiffcariRR practitioners
Organizations suffering in social reputatioroime dimension could avoid the uphill battle of
combatting such negative reputations directly. Instead they might garner renown in some other
dimension of social responsibility in which they already hold strong or at least neutral footing
Those reputatiorgains would then spillover to bolster weaker reputations in another arena.

For PR scholars, this means that CSR performance and perception are distinct and must
be treated as such in future studies. Problematically, the PR literature at present treats CSR
almost exclusively as a reflective measure of perceffoiim & Yang, 2013; L'Etang, 2003;
Laskin, 2013; Wartick, 19920 some extent this is unavoidabled even desirahl€SR
benefits are manifested, medidf and moderated by organizational reputation, which is
unquestionably a matter of perceptibtowever, it iscritical that researchers do not extrapolkate
determinatioractual CSR performanc&om aperceptionof CSR performance.

Social welfare is besterved when organizations actually perform well in their CSR
endeavors. Corporate coffers might also benefit from true improvements in performance, but
given that CSR is an exercise of reputation management, the perception of success is as
important—if not more se-than actual success itself. As it turns d&Rmay not be a practice

of “doing well by doing go @appeatinghbaidd.i'nstead

on
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NOTES

1 This is a basic application of systems theory to public relations research and fsaetice
Luhmann, 2013)

2lnan empirical test of CSR’s i mpdainandon organi z
Drozdenko (2010)sed stepwise linear regression and separated the impacts of ethicality and
social responsibility as independent variables. The relative lack of multicollinearity (VIF = 1.33)
between the two variables lends further evidence . ° E {2@08)ddinsthat ethics and social
responsibility are distinct constructs.

3 Cause marndting, or causeelated marketing (CRM), will be compared and contrasted to CSR

in greater detail in Chapter 4.

“Mai gnan a 12000)Eoeporateecitizenskip measusagport this line of argument.

Diversity practices are included in the legalzagtiship dimension (see Table)2.3

®Coombs and Holladay (1996)e port a reliability of a = .82.
¢ Note that the sources listed at the bottom of the tables in Chapters 2 and 4 are also the sources
of the reported reliabilities for the given scales.

" A theory is said to contain a neafuting anomaly when it cannotdm@ss a specific problem,

but a rival theory cafP. F. Anderson, 1983; Laudan, 197@yer time, nofrefuting anomalies
weaken the usealue of a theory.

8 The reader will note that human rights activities were considered part of the community
involvement subcategory of CSR in the Chapter 2 typology. However, because KLD considers
the two as separate acties, there is a relatively large amount of data for each component. In

the interest of keeping the categories similar in size as well as creating a more specific
measurement model, the current study maintains this division.

% Firms also differentiate themlses in moreangibleways than advertising, often by attempting

to deliverbetter products or services than its industry competitors. Research and development
intensity is commonly used to measstehtangible product differentiatiofHambrick &

Abrahamson, 1995; Luo & Bhattacharya, 2006; McWilliams & Siegel, 20@dyever, because

the scope of this study includes not only manufacturing industries, i.e. those that engage in R&D
spending, as well as more servasel financial oriented industries, i.e. those that do not typically
engage in intensive R&D spending, R&D intensity was omitted from the §Bidyradwaj,

Bharadwaj, & Konsynski, 1999; Billings, Glazunov, & Housto@Q2). Of the 8,445 firm years

for which COMPUSTAT, CRSP, and KLD provided data, 3,865 of them (45.77%) reported no
R&D spending.

0 The KLD database is now managed by MSCI, which stopped collecting information on many
of socially responsible activitiesf interest to this studgfter 2009 Hence the reasoning for

ending the investigative timeframe at 2009.

11 According toFrey, Botan, and Kreps (20Q@xperimental cells must have at least five
participants to conduct statistical analysis. More robust multivanetlysis requires a minimum

of 20(See Hair Jr., Black, Babin, & Anderson, 2018)sample size dfil =691in a 43
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experiment allows foapproximately 5participants per cell, well above the recommended
minimum.

12 As the stimulus product was modeled after Ban, the financials from its parent company,
Luxiottica, were used to determine the set dollar amount for the CSR condition. According to
Luxot @0149an rsu a l report for 2013, North Ameri car
roughly equivalent to $771 million on Dec. 31, 2013. As the CRM conditions pledged 1% of

sales revenue to the NSMI, the CSR condition pledged a contribditRyh7d million.

13 Note that the letters in parenthesis following each queried item represents
COMPUSTAT/ CRSP’ s abbreviation for that item i
14 Concentration ratios are often used as measure of industry competitiveness by calculating the
perentage of market share held by the top four (CR4) or eight (CR8) firms within an industry.
Size disparities among the highest earning firms can sometimes lead to misleading measures of
competitiveness when using the CR4 and CR8, hence the use of thetHidIstudy, as it

accounts for all firms i givenindustry(Hoskins, Stuart, & Finn, 2004)

15The intercept provides a value of the outcome variable when all predictor variables are equal to
zero. Granedmean centering recodes variables so that the mean assumes this zero value. Hence,
the interceprepresent the value of the outcome variable for the average case.

®“Note that a check mark denotes that the model
disconfirmation of the hypotheses. Blank cells indicate no significant findings for the

independent variable.

7No resident of Rhode Island completed the survey.

BNote that Dunnett’s T3 is just one of several
variances cannot be assunfsde Green & Salkind, 2014)

*The dependent variable of resdioa price was determined using the conjoint analysis

procedure described in Chapter 4. This data was based on open ended questions about the
maximum price participants were willing to pay; as a single item measure, reliability and validity
could not be asessed through CFA.

2 Theresearcher initially thought thack of significant mean differences in the involvement
construct among CSR categories may have been due to a ceiling effect. The involvement index
was constructed usingpbint Likert scales, andn the whole, participants were rather vested in
STEM educationNl = 5.04,SD= 1.41).The involvement variable was subsequently

transformed using a lagfunction and a ongvay ANOVA was conducted, but these results only
confirmed the initial findingsK (3, 687) =2.98p< . 85.01; QBR- Control Mgirr = .05,SD
=.02,p<.05).

21 The researcher did not include reservation price as a dependent variable imtagy one

MANOVA because of missing values. Involvement, purchase intention, and WOM measures
displayed no missing values. However, only 47.6h% 829) expressed a willingness to pay the
minimum $20 reservation price presented in the conjoint analysis. Testing all four \&riable
MANOVA would have resulted in the unnecessary exclusion ofda®2 points among the other

three constructs, skewing the results. Hence reservation price was tested in a separate ANOVA.
2 Meancentering variables is commonly used to counteract multicollingaety Belsley, Kuh,

& Welsch, 1980)

23 |nitially the researcher set the first block of each regression to comprise the demographic
variables of gender, minority status, age, education, and income. However, none of these models
were significant at thp < .05 level, so demographic factors were removed framsideration.
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2HairJr.etal. (20l uggest that VIFs = 10 indicate mul't
VIFs in any of the initial models was greater than 10, some were uncomfortably close to this
threshold (as high as 9.17), adding further justification for simplifying the modéhles 6.7,

6.8, and 6.9.

25 Demographic data for the U.S. population was obtained froroited States Census Bureau
(2013)
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