.q ARMG PUBLISHING

“Thinking ahead"

Business Ethics and Leadership, Volume 4, Issue 2, 2020
ISSN (online) — 2520-6311; ISSN (print) — 2520-6761

Corporate Social Responsibility: A Cross-National Study of the
Treatment of Consumers and Employees

http://doi.org/10.21272/bel.4(2).6-15.2020

John Tsalikis, ORCID: https://orcid.org/0000-0001-5653-806 X

PhD, Professor, the Department of Marketing and Logistics, Florida International University, USA

Bruce Seaton, ORCID: https://orcid.org/0000-0003-4525-543X

PhD, Associate Professor, the Department of Marketing and Logistics, Florida International University, USA

Abstract

Within a CSR framework, this paper reports on an extensive array of studies which explore consumer and
employee issues with businesses in 13 countries, including the United States and countries in Eastern and Western
Europe, Latin America, Asia, and the Middle East. The relevance of this study is based on the idea that consumer
trust and fair treatment of employees are both core components of CSR and vital elements of economic efficiency
and satisfaction from both supplier and customer perspectives. The questionnaires included open-ended inquiries
which employed the technique of unaided recall, alternatively known as “top of mind” awareness. This method’s
strength is that it provides minimum direction to respondents, thus avoiding interviewer bias. The resulting data
were examined and classified using the method of content analysis. The results indicate that in Mexico and
Argentina most consumer complaints involved price, while in Russia, China, and India consumers complained
about aspects of product policy. Only Brazilian consumers registered their major concern as complaints on
service. The complaints about corporate policy focused on the poor treatment of employees. The between-country
contrasts were often large; for example, 26% of Japanese respondents expressed concerns about employee issues
whereas such complaints were limited to 3% of our Mexican sample. The strength of the current research is the
combination of the breadth of the study (13 countries) coupled with the employment of national probability samples.
The corresponding limitation stems from the limited depth of inquiry associated with the methodology employed
and the inherent complexity of cross-national comparisons. The key implication of the paper is that both customers
and employees have numerous complaints regarding the treatment they receive from corporations, but these issues
show significant differences between the countries in the sample. In depth examination of the individual countries
is one of several fruitful areas suggested for further research.
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Introduction

Corporate Social Responsibility (CSR) is the idea that corporations are not only responsible to their stockholders
for making a profit but should also be sensitive to social and environmental issues. A crucial point raised by Wang
etal. (2016) is that corporations need to be proactive in their social responsibilities. CSR is exploding in relevance:
“over 8,000 companies from more than 150 countries are signatories to the United Nations’ Global Compact
covering issues on human rights, labor standards, the environment, and anti-corruption initiatives” (Wang et al.,
2016: 534). Emst and Young (2012) argue that the importance of CSR is reflected in CSR’s direct lines of
communication with the top leadership of corporations. In CSR the focus changes from the narrow interest of
stockholders to the broader interest of stakeholders which includes its employees, customers, suppliers, and the
communities impacted by the corporation. This article will focus on the fair treatment of employees and
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consumers. According to Sharma (2013), “a good economic performance makes it possible to develop operations
for the long term and to invest in the development and well-being of employees.” In addition to providing a safe
working environment, corporations should focus on just treatment and equal opportunities to all employees
regardless of race, age, gender, sexual orientation or religion. The fair treatment of consumers has been a well-
established principle of marketing and consumer satisfaction is strongly connected to profitability. Elements of
consumer satisfaction include product safety, fair pricing, good service, truthful advertising, and selling
techniques which provide useful non-misleading information.

The Current Study

Over the last 15 years the Business Ethics Index measured consumer sentiment towards the ethical behavior of
businesses in the US (Tsalikis and Seaton, 2006, 2007) and in seventeen countries throughout the world (Tsalikis
and Seaton, 2007, 2008a, 2008c; Tsalikis, Seaton and Li, 2008b; Tsalikis and Lassar, 2009; Tsalikis, Seaton and
Shepherd, 2014). To understand the underlying reasons for consumers’ reactions, the instrument included
additional open-ended measures specifically aimed to capture consumers’ personal experiences, or experiences
they have heard of through word of mouth or the media, regarding corporations’ ethical behavior. The open-ended
question went as follows:

“What particular ethical or unethical behavior did you personally experience or hear from others or the
media?”

The responses indicated that both examples of ethical and unethical behavior were provided. Subsequently, two
follow up questions were asked to confirm whether participant answers were referring to an ethical or unethical
act and whether their responses were based on personal experience or external sources.

The purpose of the present study is to present the information collected from the open-ended questions throughout
13 countries and present it in a consolidated format. This study will provide insight into the perceptions of how
corporations treated individuals both as consumers and employees, in a comprehensive set of countries. The study
may be categorized as exploratory in that breadth of investigation is emphasized with the need for more in-depth
studies a resultant area for further research. For example, the distinction between “personal experience” or
“external sources” is important, but our sample sizes precluded such investigation in the present study.

Literature Review

Cross-Cultural Literature. In cross-cultural research, one school of thought posits the commonality of human
nature and argues that a set of universal values and ethical standards exists (Bigoness and Blakely, 1996; Brown, 2013;
Horodecka, 2014; Husted, Dozier, McMahon, and Kattan, 1996; Ralston, Holt, Terpstra, and Kai-Cheng, 1997).
According to this philosophy, cultural differences are superficial and people in China exhibit the same ethical
values as people in France. The other perspective posits that there are significant differences in cultural values
that need to be studied and addressed when dealing with diverse cultures (Vogel, 1992).

Wines and Napier (1992) postulate that cultures are similar in moral values and different in the application of
moral principles to specific situations. This latter perspective is more consistent with the relativistic approach that
has come to dominate moral thought. In the relativistic tradition, Ferrell and Gresham (1985) introduced their
“contingency framework for understanding ethical decision making.” Rather than attempting to discover universal
moral principles, they recommended the examination of contexts (i.e., cultural, historical, situational, or
individual) and variables that influence ethical behavior.

Previous cross-cultural ethical studies have focused on managerial perceptions and values (Adelstein and Stewart,
2016; Cheten and Shindicka, 2017; Flores et al., 2015; Jackson, 2002, Palazzo 2002; Rittenburg and Valentine, 2002;
Sampath et al., 2016; Valentine and Rittenburg, 2004). Such studies support cultural factors as influencing ethical
beliefs and behavior. For example, Vitell and Paolillo (2004) found that “people from different countries use
different ethical standards and evaluations.” In their study, American businesspersons scored higher in ethicality
than did their Spanish counterparts.

Corporate Social Responsibility Literature

In the early years of CSR research, studies performed in the US were dominant. However, more recently CSR
studies have been performed in many countries including Germany (Shepherd et al., 2013), Japan (Bansal and
Clelland, 2003) India (Krishnan and Kozhikode, 2015), and Australia (Tuscott, 2009), along with many others.
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CSR has blossomed as an idea in both the US and most of the world (Caroll, 2015; Maignan, 2001). While most
studies in the field deal with the environmental dimension of CSR, a plethora of CSR research focuses on social,
and economic aspects. The distinct feature of the present study is the focus on the fair treatment of consumers and
employees. Employees are essential to an organization's success. Fair treatment of employee is one of the
most important predictors of an organization's success. (Cameron,1994). Therefore, in this study we aim to shed
light on the perceptions of how businesses in a comprehensive set of countries treated individuals both as
consumers and employees.

CSR Studies on Consumers. Exforsys (2015) states that responsible corporations must deliver the right product,
at the right quality, at the appropriate place, at a fair price, and with non-misleading advertising. Exforsys goes
on to argue that by meeting the aforementioned criteria, customers’ quality of living will improve. In a way,
Exforsys views satisfaction not as an “objective” but rather as a “responsibility.”

Bhattacharya and Sen (2004) argued that among a company’s stakeholders, the customers are the most susceptible
to the company’s CSR activities. It is hypothesized that improved corporate social responsibility will lead to
increased consumer goodwill towards the company or companies in question and ultimately contribute to
increasing competitive advantage. Jayakumar and Geetha (2014) argued that “CSR has a positive influence on
consumers’ evaluations and purchase intentions. CSR is not only an ethical imperative but also an economic one.”
Their results showed that CSR led to an increased willingness to pay premium prices.

Chung et al. (2015) studied “how CSR factors influence customer satisfaction and loyalty” and found that
corporate image has a moderating effect on this relationship. Mishina et al. (2010) examined product recalls and
the effect on consumers. Their results show that prominent corporations tended to have more product recalls.
Hartman (2011) argued that the food sector focuses on improving service towards its consumers. As a result,
consumers prefer brands that offer good products and services. In a B2C context Bhattacharya and Sen (2004),
have established a connection between a corporation's CSR activities and consumer satisfaction, loyalty and
positive product perception. On the B2B segment, Hornburg et al. (2013) found that for B2B companies “carefully
targeted CSR activities can raise organizational customers’ trust and identification, both of which foster customer
loyalty.”

CSR Studies on Employees. On the employee side, Wang et al. (2016) argue that “while customers have been
traditionally considered the key driver of companies’ social initiatives, employees have become at least as
important as, if not more important, than customers in driving company sustainability initiatives.” As an example,
Jones et al. (2014) show that CSR performance plays a role in attracting good employees through a signal-based
mechanism. Moreover, in previous literature, Social Identity Theory (SIT) has been used to clarify the relation
between the organizational identification and internal dimension of CSR (Riketta, 2005).

According to SIT, social identity is people’s perception of who they are, and rests on their group membership.
Within the context of CSR, employees identify themselves through the company they belong to and through the
company initiatives (Olkkonen & Lipponen, 2006; Glavas & Godwin, 2013). This highlights the importance of
alignment between corporate CSR activities and corporate fair treatment of employees.

Bauman and Skitka (2012) argued that “because employees are primary stakeholders who directly contribute to
the success of the company, understanding employee reactions to corporate social responsibility may help answer
lingering questions about the potential effects of corporate social responsibility on firms.” In relation to employee
needs, Bauman and Skitka suggest that CSR “can provide employees with (1) a sense of security and safety that
their material needs will be met, (2) self-esteem that stems from a positive social identity, (3) feelings of
belongingness and social validation of important values, and (4) existential meaning and a deeper sense of purpose
at work.”

Glavas and Kelley (2014), in a study, canvassing employees in eighteen companies, found that employee
perceptions of CSR positively affected commitment to the firm and job satisfaction. Ali et al. (2010) argue that
CSR can attract potential employees to the company by improving their working environment and promoting
equitable growth opportunities.

Brammer et al. (2007) found that CSR increases employee commitment towards the company, while Koh and
Boo (2001) argued that CSR practices lead to increased job satisfaction in employees. This increased satisfaction
depends on involving employees in CSR decision making (Stawiski et al., 2010) and respecting employee rights,

8



¥ ARMG PUBLISHING
. “Thinking ahead” Business Ethics and Leadership, Volume 4, Issue 2, 2020

ISSN (online) — 2520-6311; ISSN (print) — 2520-6761

and paying fair wages while providing a safe workplace environment (Stancu et al., 2011). Chaturvedi (2013)
reported that at Dell, the employees are the force behind Dell contributing more to societal issues. Albinger and
Freeman (2000) argued that CSR enhances the corporation’s ability to attract and keep talented employees.

Methodology

The verbatim results from the open-ended question were translated into English by the data collection companies
and coded by the researchers using content analysis. As noted earlier, sample size limitation precluded the
distinction between personal and external sources being included in the content analysis. The intercoder reliability
varied by country and ranged from 79% to 87%, which is acceptable in this type of research (Lombard, Snyder-
Duch and Bracken, 2002).

Samples. In the US, the sampling for all BEI determinations was obtained from the ORC International Telephone
CARAVAN® survey. According to ORC:

“The study was conducted using two probability samples: randomly selected landline telephone numbers and
randomly selected mobile (cell) telephone numbers. The combined sample consists of 1,008 adults (18 years old
and older) living in the continental United States. Of the 1,008 interviews, 508 were from the landline sample and
500 from the cell phone sample. The margin of error for the sample of 1,008 is +/- 3.1% at the 95% confidence level.
Smaller subgroups will have larger error margins. Surveys are collected by trained and supervised US-based
interviewers using ORC International’s computer-assisted telephone interviewing (CATI) system. Final data is
adjusted to consider the two sample frames and then weighted by age, gender, region, race/ethnicity, and education
to be proportionally representative of the US adult population.” In addition to the US, similar surveys were
conducted in 14 countries that were grouped into four distinct blocks:

» Asia: China, Japan, India;

» Eastern Europe: Russia, Poland, Romania, Bulgaria;

» Latin America: Argentina, Bolivia, Brazil, Colombia, Mexico;
» Middle East: Turkey, Egypt.

Because of local circumstances, not all data gathering was conducted through CATI systems. In Japan, due to a
reluctance to phone interviews, an internet panel was used. In Eastern European and some Latin American
countries, face-to-face interviews were conducted. In all instances the objective was to obtain a nationally
representative sample.

Results
Results on Consumer Perceptions

Because of various technical reasons, the results for the open-ended questions were not usable for 2 of the 15
countries (Turkey, Colombia). For a clearer presentation of the data, the countries are grouped based on whether
the country focused on Service, Product, or Price. These groupings are based on the response patterns within the
national samples. It is important to emphasize that these patterns are entirely the result of the national sample data
without interviewer prompting, ensuring that our information was “unaided recall”. Of note is that
advertising/selling did not predominate in any of the countries sampled.

Countries Emphasizing Product. The countries that emphasized the Product element in their perceptions are
presented in Table 2. Russia had the highest focus on product with 65%, followed by China (58%), India (51%),
and Egypt at 47%. While Poland’s highest score was for Product element, the focus was significantly lower than
the other four countries with only 28%. For Russia, Egypt, and India the main complaint was “defective/low
quality” products, Chinese respondents complained mostly about “fake/expired” products, while Poland has a
more even distribution on all categories of product (with the highest percentage being “unsafe” products).

Countries Emphasizing Price. The countries that emphasized the Price element in their perceptions are presented
in Table 3. All six countries in Table 3 focused mainly on price and Mexico and Argentina have the highest
percentages for price (41% and 40% respectively), while Japan and US having the lowest focus on price (23%
and 24%). Romania (31%) and Bulgaria (29%) had a moderate focus on price. Within all six countries the main
complaint was “overcharging/price gouging.”



.q ARMG PUBLISHING

“Thinking ahead"

Business Ethics and Leadership, Volume 4, Issue 2, 2020
ISSN (online) — 2520-6311; ISSN (print) — 2520-6761

Results on Employee Issues. The detailed results on the employee issues are presented in Tables 1 to 3. For a
clearer presentation, the employee issues results are summarized in Table 4. Table 4 shows that “poor employee
treatment” received the most mentions (46%) within all countries, followed by “bad management policies” (38%)
and “Fraud/Theft” (29%). Poland had the most mentions on “poor employee treatment” (13%), followed closely
by Romania (12%), Bulgaria (7%), and USA (6%) a distant fourth. For “bad management policies” Japan (17%)
was the leader, followed by Brazil (8%) and Argentina (5%). Finally, for “fraud/theft” Bulgaria (7%) had a small
lead over Romania (6%), followed closely by USA (6%) and Poland (4%).

Table 1. Countries Focusing on Service

BRAZIL BOLIVIA

SERVICE 32% 24%
Poor service 8% 24%
Rudeness/discourteousness 8%

Did not correct mistakes/problems 6%

Poor quality work 5%

Late delivery 3%

Other 3%

PRODUCT 17% 9%
Defective/low quality products 4% 4%
Fake/expired products 5% 5%
Did not replace defective product/warranties 4%

Did not deliver what was promised 2%

Other 3%

PRICE 16% 26%
Overcharging/Price gouging 6% 26%
Inaccurate billing 9%

Other 2%

ADVERTISING 3%

False advertising/ exaggerated info 3%

SELLING 2%

Sales pressure/hard sell 2%

EMPLOYEE ISSUES 14% 17%
Bad management policies 8% 3%
Poor treatment of employees 2%

Theft/embezzlement/fraud 2%

Discrimination/prejudice/bias 1%

Other 14%

Source: Survey Data

Table 2. Countries Focusing on Product

RUSSIA POLAND EGYPT CHINA INDIA
SERVICE 14% 13% 21% 6% 5%
Poor service 9% 3% 21% 2% 3%
Rudeness/discourteousness 1% 6% 4%
PRODUCT 65% 29% 48% 58% 51%
Defective/low quality products 30% 6% 19% 13% 17%
Fake/expired products 18% 6% 14% 29% 9%
Did not honor warranties 3% 5% 10% 1% 5%
Less product 3% 1% 5% 1% 4%
Unsafe product 12% 9% 14% 9%
Lied about product 8%
PRICE 9% 12% 22% 11% 32%
Overcharging/Price gouging 6% 10% 20% 8% 18%
Bad sales 2% 2% 3% 6%
Bait & switch 1% 1% 7%
ADVERTISING
False advertising 5% 5% 13% %
SELLING 1% 1%
Sales pressure 1% 1%
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Table 2 (cont.). Countries Focusing on Product

EMPLOYEE ISSUES 25% 11%
Bad management policies 3%
No social contribution
Poor treatment of employees 1%
Fraud/problems with law 13%
Discrimination/prejudice/bias 4%
Ask for bribe/corruption 1%
Bureaucracy 2%
Other 11%
Source: Survey Data
Table 3. Countries Focusing on Price
ROM BULG MEX ARG JAPAN USA
SERVICE 6% 6% 14% 9% 19% 12%
Poor service 3% 1% 11% 9% 19% 6%
Rudeness/discourteousness 1% 4% 2% 6%
PRODUCT 14% 21% 23% 27% 18% 7%
Defective/low quality products 7% 14% 5% 11% 18% 3%
Fake/expired products 3% 4% 2% 7%
Did not honor warranties 2% 4% 9% 4%
Less product 2% 2% 5%
Misrepresented product 1% 5%
PRICE 32% 29% 41% 40% 24% 2%
Overcharging/Price gouging 29% 28% 31% 36% 15%
Bad sales 5% 5%
Inaccurate billing 2% 1% 2% 4%
Bait & switch 1% 3%
Aggressive collection 4%
ADVERTISING 3% 7% 10% 8%
False advertising 3% % 10% 8%
SELLING 3% 1%
Sales pressure 3% 1%
EMPLOYEE ISSUES 24% 17% 3% 14% 26% 16%
Bad management policies 2% 5% 16%
Poor treatment of employees 12% 7% 3% 4% 6%
Fraud/Theft 6% 7% 4% 6%
Stock market mischief 9%
High CEO compensation 3%
Notes: ROM=Romania, BULG=Bulgaria, MEX=Mexico, ARG=Argentina
Source: Survey Data
Table 5. Analysis of Employee Issues
Mean* POLAND ROMANIA BULGARIA USA
Poor employee treatment 3.5% 13% 12% 7% 6%
JAPAN BRAZIL ARGENTINA
Bad management Policies 2.9% 17% 8% 5%
BULGARIA ROMANIA USA POLAND
Fraud/Theft 2.3% 7% 6% 6% 4%
Note: * = Mean of 13 countries

Source: Survey Data
Conclusions

The results of the study indicate that different nations focused on different aspects of marketing, with Romania,
Bulgaria, Mexico, Argentina, Japan, and the US focusing on price, while Russia, Poland, Egypt, China, and India
focused on product. Only one of the thirteen countries (Brazil) focused on service, and one (Bolivia) equally
focused on service and price. Whether these distinctions are permanent or transient (circumstances dependent)
cannot be determined from the cross -sectional research presented in this paper. Whichever of the above options
prevails the determination of the causal factor(s) is an area of ongoing interest. A major point of emphasis is that
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these categories were determined by the respondents themselves, the researchers using content analysis to
characterize and classify ex post facto.

For the six countries focusing on price, the main complaint was “overcharging/price gouging.” For the countries
focusing on product, three groups appeared:

» Russians, Egyptians, and Indians complained about “defective/low quality” products, Chinese complained
mostly about “fake/expired” products.

» Polish had a more even distribution on all categories of product (with the highest percentage being “unsafe”
products).

» For Brazil, the only country focusing on service, the two main complaints were “poor service/not helpful” (8%)
and “rudeness/discourteousness” (8%).

As far as employee issues are concerned, “poor treatment of employees” and “bad management policies” received
the most mentions, followed by “fraud/theft.” The “poor treatment of employees” seems to be concentrated in the
former Eastern Block countries of Poland, Romania and Bulgaria. The same three countries had the most mentions
for “fraud/theft.” While Japan had by far the most mentions for “bad management policies,” the other two
countries were from Latin America (Brazil and Argentina).

The implications of this study for managers and CSR officers are significant. Both customers and employees have
a wide variety of complaints regarding the treatment they receive from corporations. These issues need to be
investigated and addressed. While differences among countries were present, the main issues of consumers were
focused mainly on poor service, substandard products, and high prices, while employees complained about poor
treatment in the workplace and bad management policies. Based on the research of the relationship between
consumer and employee satisfaction and profitability, policies addressing the above complaints should be given
priority. The wide variety of complaints indicate that many of the issues involving CSR are locational and/or
situation specific and thus require ongoing monitoring.

The above conclusions must be viewed through the lenses of the characteristics of both the methodology of
unaided recall and content analysis and the inherent difficulties of cross-cultural content analysis. The content
analysis was done by two researchers who were aware of their respective cultural biases and worked hard to
minimize them. The translations from various languages to English were conducted by the research companies
gathering the data.

It is apparent that this subject area is a fertile area for further research. A major problem is financing such a project
which runs to tens of thousands of US dollars. However, the cost of not understanding the underlying dimensions
for consumer and employee dissatisfaction with business behavior may be even more costly. An obvious extension
of the current work would be more structured study of the underlying causes of both consumers’ and employees’
concerns with business behavior. The current research could support proposition and hypothesis development for
more focused investigations.
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