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Abstract

This study aims to provide in depth understanding of the direct and indirect effect of Corporate Social Re-
sponsibility (CSR) on customer satisfaction, customer trust and customer loyalty. Collected from 329 Egyptian
people who used UBER service, data were analyzed using Smart PLS 3. Research results indicate thar CSR has
a direct effect on customer satisfaction, but no direct relationship has been found between CSR and customer
trust and loyalty. Results also indicate that customer satisfaction influences both customer trust and customer
loyalty and thus plays a mediating role in the relationship between CSR and customer trust and loyalty.
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Introduction

The concept of CSR in the management of companies has developed considerably in recent years. Many
companies are now aware of their duties regarding the society and the environment, and keen to adopt a social-
ly responsible behavior. Thus, they tend, now more than ever, to invest financially to enhance their goodwill.
They are sometimes pressured by shareholders and sometimes by the media (for instance, the media coverage
of the working conditions in France). In fact, CSR can be a mean to satisfy both shareholders and stakeholders
in general (e.g., suppliers, customers, the government, the community) (Maignan etal., 2005; Islam et al., 2018).
CSR has also become a competitive strategic orientation used by companies to increase their profits via custom-
er satisfaction, customer loyalty, and positive attitudes towards the company’s brands (Calabrese et al., 2016).

Thus, some previous studies have discussed the impact of adopting a socially responsible behavior on
the financial performance of the company (Aupperle & Hatfield, 1985; Luo & Bhattacharya, 2006). Other re-
searchers concluded that, from a strategic perspective, CSR can create a sustainable competitive advantage
(Barney, 1991; McWilliams & Siegel, 201 1). In the field of marketing research, many previous studies have
discussed the impact of CSR on customer satisfaction (Brown & Dacin, 1997; Berens et al., 2005), customer
trust (Kennedy etal. 2001; Ball et al., 2004; Swaen & Chumpitaz, 2008), and customer loyalty (Garcia de los
Salmones et al., 2005; He and Li, 2011; Marin et al., 2009; Perez et al., 2013). But few studies investigated
the role of customer satisfaction and customer trust in the identification of the relationship between CSR
and customer loyalty (Sindhu & Arif, 2017).
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Whereas a number of studies demonstrated a positive direct relationship with no mediating variables
between CSR and customer loyalty (Garcia de los Salmones et al., 2005; He and Li, 2011; Marin et al., 2009;
Perez et al., 2013), a number of recent researches have proven the opposite, confirming surprisingly the medi-
ating role of corporate reputation, customer trust, and customer satisfaction between CSR and customer loyal-
ty (Islam et al., 2020). As previous researchers have identified customer satisfaction and customer trust as key
determinants of customer loyalty (Heskett et al.,, 1997; Bansal et al., 2004; Pivato et al., 2008; Hamadi, 2010;
Gul, 2014), our research focuses not only on investigating the direct effect of CSR on customer loyalty, but also
the mediating role of customer satisfaction and customer trust in this relationship.

Therefore, in this research, we will address the following questions:
- Does CSR affect customer satisfaction?
- Does CSR affect customer trust?
- Does CSR influence customer loyalty directly?
- Whatis the effect of customer trust on customer loyalty?
- Whatis the effect of customer satisfaction on customer loyalty?

- Whatis the role of customer trust and customer satisfaction in the relationship between CSR and
customer loyalty? Can they be considered as mediators?

Literature Review:
CSR

Most of the researches done in the sustainability field have discussed the concern of the CSR regarding
the natural environment, how to save the natural resources, what are the main causes of the global warming
and the consequences of it and the climate changes effect (Hagoveldand & Svensson, 2011). Therefore, CSR
can be studied from three different main perspectives:

- The CSR pyramidal theory focusing on the economic, legal, ethical, philanthropic dimensions, Car-
roll (1979). From this perspective, CSR is defined as all the 'economic, legal, ethical and discretion-
ary expectations that society has of organizations at a given pointin time' (Carroll, 1979).

- Thesustainable developmenttheory focusing on the economic, environmental, and social perspec-
tive. From this perspective, CSR is defined as a “context-specific, strategic, proactive, and synergistic
philosophy of doing business according to which corporations need to pay attention to economic,
environmental and social issues in a balanced way” (Panwar et al., 2006). White (2009) defined
sustainability as per the Procter & Gamble (P&G) definition. In fact, P&G a global consumer com-
pany, with more than 300 brands sold in 180 countries, and 138,000 employees, is working
hard on sustainability in order to bring it into its business. For P&G, sustainability goes be-
yond social investment programs it includes issues such as product design, manufacturing
operations, employee engagement and stakeholder partnerships. The definition used by White
and adopted by P&G for sustainability is the broader term used by corporations and researchers
“ensuring better quality of life, now and for generations to come” focusing on the three pillars of
environmental protection, social responsibility, and economic development.

- The stakeholder management theory focusing on shareholders, customers, employees, society,
and other dimensions (Pérez & Rodriguez del Bosque, 2013). Thus, CSR refers to it as all 'company
activities demonstrating the inclusion of social and environmental concerns in business operations,
and in interactions with stakeholders, also according to the ambition levels of CSR (Van Marrewijk,
2003; Pérez & Rodriguez del Bosque, 2013).
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This study focuses more on the sustainable development theory from the environmental and social
perspective. Brown and Dacin (1997) worked on the CSR associations which reflect the organization's
perceived societal obligations. Varadajarn and Menon (1998) studied increasing the company’s visibility
through cause related marketing. Corporate involvement in social well-being started first as a response to
social problems, then it evolved into a different phase where social responsibility is perceived as an invest-
ment by the company (Stroup & Neubert, 1987).

Customer Satisfaction

Satisfaction is vital to marketing because it can help predict purchase behavior (repurchase, purchase
intentions, brand choice and switching behavior) (Oliver, 1993; McQuitty et al., 2000; Al-Msallam, 2015).
Studies have also shown that the durable success of a firm is strictly related to its facility to adapt to custom-
ers’ changing needs and preferences (Takala et al., 2006). Various definitions of satisfaction have been pre-
sented in marketing literature. Oliver (1981) defined satisfaction as either an emotional post consumption
response for comparing expected and actual performance, or an outcome without comparing expectations.
Woodruff et al. (1983) stated that customer satisfaction is an instant emotional response which reflects ac-
tual performance. Fornell (1992) defined satisfaction as “overall evaluation after purchase”. Whereas Kotler
(2000) defined satisfaction as a feeling resulting from comparing expectations and performance. Satisfac-
tion can also be defined as an overall evaluation of post-consumption experience of products or services in
the minds of customers (Luo & Bhattacharya, 2006).

A distinction may also be done between transaction-specific and cumulative consumer satisfaction
(Johnson et al., 1995; Andreassen, 2000; Al-Msallam, 2015). Transaction-specific consumer satisfaction is
a post-consumption evaluative judgment of a specific purchase occasion (Oliver, 1981, 1993). In contrast,
cumulative consumer satisfaction represents an overall evaluation based on the entire purchase and con-
sumption experience with a product over time (Johnson & Fornell, 1991; Fornell, 1992; Anderson et al,,
1994, Al-Msallam, 2015).

Consumer satisfaction can be viewed in terms of the “disconfirmation of expectations paradigm” (Ca-
dotte et al., 1987). This paradigm states that consumer brand evaluation involves comparing actual perfor-
mance with certain standards. Three cases may take place as a result of this comparison:

1-  Confirmation: when performance matches standards, leading to neutral feelings.
2-  Positive disconfirmation: when performance is considered better than standard, resulting in satisfaction.
3-  Negative disconfirmation: when performance is considered worse than standard, resulting in dissatisfaction
Consequently, increasing customer satisfaction would help businesses save costs, create profits, and
establish reputations (Reichheld, 1996; Wu & Wang, 2014). It can make demand more inelastic (Anderson,

1996; Simon et al., 2009), and reduce the costs for attracting new customers and dealing with poor quality,
defects, and complaints (Anderson et al., 1997, Simon et al., 2009).

According to Roy (2013), satisfied customers will have intentions to advocate the service provider
among their peers. Fullerton (2011) argues that if consumers feel contented in their relationship with a
company or brand, they will act as advocates for this company or brand to give favorable recommendations
(Price & Arnould, 1999), and they will wish the success of the company (Brown et al., 2005).

Customer Trust

Trust is one of the most important keys to build a sustainable relationship not only between the com-
pany and its customers (Morgan & Hunt, 1994; Fullerton, 2011, So et al., 2013), butalso in all social relation-
ships, which would fail or function irregularly without it (Patrick, 2002). Morgan and Hunt (1994) defined
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trust as confidence that one partner has on another partner because of honesty and reliability of the last.
According to Crosby et al. (1990) customer trust could be defined as "the product and the service provider
can be trusted in a way that long term interest of the customers will be served”. In service context, Ganesan
(1994) defined trust as belief that the service provider will deliver as promised and belief that the service
provider is acting in the best interests of the customers and will not take advantage of the relationship. Based
on this last definition, Doney and Cannon (1997) classified trust into two components: credibility (or perfor-
mance) and benevolence. Credibility refers to customer's perception that the words and promises of a firm
can be trusted (Doney & Cannon, 1997; Fullerton, 2011). Benevolence refers to customers believes that firms
motives and intentions are beneficial to customers (Cater & Zabkar, 2009; Doney & Cannon, 1997).

Customer Loyalty

There is no universally accepted definition of customer loyalty (Dick & Basu, 1994; Oliver, 1999;
Zhang etal., 2010). Oliver (1997, p. 392) defined it as “a deeply held commitment to rebuy or re-patronize
a preferred product or service consistently in the future, thereby causing repetitive same-brand or same
brand-set purchasing, despite situational influences and marketing efforts having the potential to cause
switching behavior”. Research often defines loyalty from two different perspectives: an attitudinal perspec-
tive or a behavioral perspective (Chaudhuri & Holbrook, 2001; Han et al., 2011).

The attitudinal perspective maintains that true loyalty exists when there exist favorable beliefs toward
the brand (Agustin & Singh, 2005; Carrillatetal., 2009; Jacoby & Kyner, 1973; Johnson etal., 2006). Custom-
er loyalty operationalized as an attitude may be measured by brand preference, commitment or the inten-
tion-to-buy (Boulding et al., 1993, Narayandas, 1996, Cronin & Taylor, 1992; Anderson & Sullivan, 1993).
Therefore, companies must know what consumers think of the brand. In fact, brand attitude could be an
indication of consumers' likes or dislikes which could be used to predict consumers' buying willingness and
brand loyalty (Burton et al., 1998).

The behavioral perspective views loyalty as expressed behavior, and usually defines loyalty as a cus-
tomer's propensity to buy a brand with reference to the pattern of past purchases (Russell & Kamakura,
1994; Sivakumar, 1994; Tellis, 1988). Customer loyalty operationalized as a behavior may be measured
by hard-core loyalty or repeat purchase probability (Jeuland, 1979; Carpenter & Lehmann, 1985; Co-
lombo & Morrison, 1989; Dekimpe et al., 1997; Lee et.al, 2001).

Ehigie (2006) defined loyalty as a feeling of commitment on the part of the customer to a product,
brand, marketer, or services: staying with same provider. Therefore, customer desires to continue the rela-
tionship, even if competitors have lower prices (Ball et al., 2006). Further, loyalty includes a customer’s in-
tention not only to return to a service provider, but also to recommend the provider to others (Bendall-Lyon
& Powers, 2003; Ball et al., 2006). Thus, customer loyalty is considered as an important factor which leads
to gain competitive advantage over other firms under a highly competitive and dynamic environment (Len-
inkumar, 2017). Harris and Goode (2004) agree also that loyalty in a competitive environment is of great
importance because a loyal customer will tend to buy, pay, and recommend more. Therefore, companies do
their best in order to satisfy their customers and to develop long-term relationship with them (Han & Back,
2008; Martinez & Rodriguez Del Bosque, 2013).

CSR and Customer Satisfaction

Different researches explained the link between CSR and customer satisfaction. According to Brown
and Dacin (1997, p.81), “the personal values held by individual consumers may influence their evaluations
of and behaviors toward companies and products. And thus, a consumer’s behavior may be dependent on
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the extent to which a company's values and beliefs are in agreement with his or her value system”. In fact,
company’s customers, as potential stakeholders, care about not only the economic performance of orga-
nizations but also about the overall standing (including social) performance of the company (Maignan et
al., 2005). Daub and Ergenzinger (2005) proposed the term "generalized customer” to identify people who
are not only simple customers but also members of different stakeholder groups that companies need to
consider. These generalized customers are more satisfied by products and services offered by more socially
responsible firms. Sen and Bhattacharya (2001) maintained that a strong record of CSR creates a favorable
context that positively boosts consumers' evaluations of the firm and attitude toward it. According to Luo
and Bhattacharya (2006) have also researched the link CSR and Customer Satisfaction. Customers are likely
to be more satisfied if services or products providers develop CSR initiatives and present a socially responsi-
ble behavior toward society (He & Li, 2011). Thus, this research proposes the following hypothesis:

H1: Firms that are viewed more favorably with respect to CSR enjoy greater customer satisfaction

CSR and Customer Trust

Many previous studies showed a significant effect of CSR on trust (Kennedy et al., 2001; Ball et al,,
2004; Swaen & Chumpitaz, 2008). While CSR initiatives provides information and character about the com-
pany (Brown & Dacin, 1997), consumer trust is affected by the existence of values that the company and
its consumer share (Morgan & Hunt, 1994). These activities are useful for increasing the trust towards the
organizations (Aaker, 2012). Thus, by injecting ethical and responsible principles into companies’ strategic
decision-making processes, firms can strengthen the trust of all stakeholders, including customers (Hosmer,
1994). Outside any contractual or legal constraints, the perceived CSR would stimulate trust-based relation-
ships founded in the belief that all exchange partners’ activities will be credible (Swaen & Chumpitaz, 2008).
Pivato et al. (2008, p. 5) supported this view by confirming that “the creation of trust is one of the most
immediate consequences of a company’s social performance”. Based on the above arguments, this research
proposes the following hypothesis:

H2: Firms that are viewed more favorably with respect to CSR enjoy greater customer trust

CSR and Customer Loyalty:

CSR may also influence loyalty (Sureshchandar et al., 2001, 2002; Maignan & Ferrell, 2001). CSR can
strengthen commitment towards a product or a service since it transmits respect for the customer and to-
wards the society. This explains why consumers reward these efforts with loyalty towards the firm (Maig-
nan et al., 1999). Furthermore, some authors have observed that a large number of consumers claimed to
be more willing to buy products from companies involved in social causes (Ross et al., 1991, 1992; Jones,
1997). A number of studies demonstrated a positive direct relationship with no mediating variables be-
tween CSR and customer loyalty (Garcia de los Salmones et al., 2005; He & Li, 2011; Marin et al., 2009;
Perez et al., 2013). Therefore, this research proposes the following hypothesis:

H3: Firms thar are viewed more favorably with respect to CSR enjoy greater customer loyalty

Customer Satisfaction and Customer Loyalty

Several studies have revealed that customer satisfaction is positively correlated with loyalty, and satis-
faction has been verified to be a leading factor in predicting loyalty (Hallowell, 1996, Bendall-Lyon & Powers,
2003; Ehigie, 2006; Lam & Burton, 2006; Ball et al., 2006; Hamadi, 2010). In other words, customer loyalty is
observed as a direct outcome of customer satisfaction (Heskett et al., 1997). So, satisfied customers are more
likely to use the same service, to resist competing brands and spread positive word of mouth (Bansawl et al,,
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2004, Chinomona & Sandada, 2013). While unsatisfied customers are less likely to purchase additional ser-
vices, tend to switch to other providers and to spread negative word-of-mouth (Bendall-Lyon & Powers, 2003).

Most of the studies confirmed that satisfied clients have more possibility to repurchase and commu-
nicate positively toward an organization (Blodgett & Anderson, 2000; Maxham & Netemeyer, 2002). Wong
and Sohal (2003) stated also that satisfying more consumer expectations during a service creates a higher
repurchase probability for a company. Nevertheless, other studies revealed that high customer satisfaction
does not always indicate high loyalty (Oliver, 1999; Seiders et al., 2005; Jones & Sasser, 1995; Reichheld,
1996). This research proposes the following hypothesis:

H4: Customer satisfaction has a positive effect on customer loyalty.

Customer Satisfaction and Customer Trust

There is no consensus among researchers about the direction of causal link between customer satis-
faction and customer trust. Thus, previous studies show bi-directional relationships between satisfaction
and trust. Garbarino and Johnson (1999) found that customer satisfaction has a positive effect on customer
satisfaction in the organization. This result was supported by Dabholkar and Sheng (2012) and Ou and Sia
(2003) who tested the influence of satisfaction on trust in the context of online business transactions. Ou
and Sia (2003) recommend that in order to enhance trust of internet customers, e-retailers need to firstly
satisfy internet buyers on privacy and security issues. Olaru et al. (2008) emphasize that the positive experi-
ences that customers have with sellers lead to satisfaction and the satisfying experiences consequently result
in customer trust. Boshoff and Du Plessis (2009) argue that trust is crucial in relationships which means that
customers need to have prior pleasing experiences leading to satisfaction then eventually leading to trust.
These studies argue that customers firstly deal with the business and evaluate the business based on those
experiences. If the experiences meet their expectations, then they become satisfied and will therefore trust
the business. According to Aydin and Ozer (2005), in order to gain trust, one party must believe that another
party will perform actions that will result in positive outcomes for it and the customer should perceive quali-
ty as positive. Therefore, in building trust, the customer should not only perceive positive outcomes but also
believe these positive outcomes will continue in the future. However, other researchers argue that trust pre-
cedes satisfaction (Lin & Wang, 2006; Chang, 2014). In this case, customers trust the service providers prob-
ably based on their image rather than on the past experience. This research hypothesizes that:

H5: Customer satisfaction has a positive effect on customer trust.

Customer Trust and Customer Loyalty

Many previous studies identified trust as a predictor of customer loyalty (Chaudhuri & Holbrook,
2001; Liang & Wong, 2004; Bibb & Kourdi, 2007; Hsu, 2008; Deng et al., 2011; Gul, 2014; Kishada & Wa-
hab, 2015). In other words, when the customer is loyal towards a product or service, he is basically trusting
init (Gul, 2014). In the context of services marketing, Reichheld and Schefter (2000) confirmed thatin order
to gain the loyalty of the customers, you must first gain their trust. Thus, a customer loyalty to a company is
enhanced by the trust created between the customer and the service provider (Kassim & Abdullah, 2008;
Kishada & Wahab, 2015). The study of Bansal et al. (2004) showed that there is a significant positive rela-
tionship between customer trust and loyalty. The results are compatible with those of studies by Lin and
Wang (2006). In the study conducted by So et al. (2013) trust is the strong determinant of customer loyalty.
Avramakis (2011) studied the customer relationships in the Swiss Financial system and reported that cus-
tomer trust positively predicts customer loyalty. Aydin and Ozer (2005) showed that perceived service qual-
ity positively affected trust and trust has positive effect on loyalty. Deng etal. (2010) argued that achieving
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a customer trust is the main contributor to customer loyalty. Doney and Cannon (1997) showed also that
trust has positive and significant effects on loyalty. In line with this prediction, Hsu (2007) argued that trust
helps to attract new customers and later can retain existing ones besides influencing overall satisfaction.
According to Hong and Cho (2011) the trustworthiness of a business plays a critical role in creating and
maintaining customer loyalty. Further, Ranaweera and Prabhu (2003) highlighted that trust is a stronger
emotion than satisfaction in predicting loyalty. These results confirm Hart and Johnson (1999) who argued
also that trust may have more influence on customer loyalty than customer satisfaction.

Sirdeshmurk et al. (2002) developed a framework for understanding customer trust and loyalty rela-
tionship in two different service contexts (nonbusiness airline travels and cloth retail clothing industry). The
results of this study revealed that the conversion of trust to loyalty involves complex, multiple-loop process-
es that require an understanding of (1) how specific trustworthiness dimensions can build greater consum-
er trust (2) how increased consumer trust can enhance value for the consumers; and (3) how value trans-
lates into loyalty. These results counter traditional beliefs that consumer trust converts directly into loyalty
and indicate that such beliefs are overly simplistic and probably misleading. They suggested that managers
instead of investing “blindly” in trust- building activities, in hopes that trust in and of itself produces loyalty,
should have a careful understanding of trust conversion mechanisms. Such understandings are thus sensi-
tive to contextual and industry factors and are likely to involve asymmetric influences. This research follows

the dominant literature concerning

the link between trust and loyalty CSR
and hypothesizes that: H1 Ha

H6: Customer trust has a
positive effect on customer loyalty. . H3

Customer Satisfaction Customer Trust
Data Collection Method
H4 HS e

The questionnaire included

five main sections. The first section Customer Loyalty

consisted of socio-demographic de-
tails (S items): gender, marital status, Figure 1: Conceptual framework

age group, qualifications, and monthly income. Then, respondents were asked to estimate on a 5 point
Likertscale their personal degree of agreement (where 1= "“strongly disagree” and 5 = “strongly agree”) with
a number of statements regarding research four constructs: Corporate Social Responsibility (CSR): 2 items
adapted from Martinez and Rodriguez del Bosque (2013), Customer Satisfaction (SAT): 5 items adapted
from Cronin et al. (2000); Customer Trust (TRU): 3 items adapted from Fullerton (2011), and Customer

Loyalty (LOY): 4 items adapted from Martinez and Rodriguez del Bosque (2013).

The questionnaire was created in google docs and published on different social media platforms
(Facebook, LinkedIn, WhatsApp). 410 Egyptian citizens ranging in age from 16 to above 65 year completed
the questionnaire. Data were only collected from 329 people who use Uber service'. The sample had a fair
representation of both genders (196 women and 133 men). To test the hypotheses generated we used the
Partial Least Squares (PLS) approach using the Smart PLS Version 3. We used the PLS bootstrapping method
to determine the significance levels for loadings, weights, and path coefficients.

1 Since its inception, Uber has expanded to reach more than 450 cities in 75 countries (Rizk, 2017). In Egypt, the
taxi industry is highly regulated. New services, such as Uber and Careem, which use mobile internet technology
to connect passengers and drivers, have begun to compete with traditional taxis. Uber started operating in Egypt
in 2014 and has been expanding exponentially since then (Rizk, 2017).
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Results Table 1: Sample socio-demographic profile
) . . Frequency Percentage
Socio-demographic analysis Male 3 04%
Gender

Table 1 deals with the socio-demographic Female 196 59.6%
characteristics of the respondents selected for Single 270 82.0%
the present study. First, it was observed that  Marital Married without children 16 4.6%
out of the total sample, 59.6% were female and ~ Status Married with Children 39 12.2%
40.4% were male. Most of the users of Uber Widow or divorced 4 1.2%
service were in the age group of 16-25 (72.3%), 16-25 238 72.3%
then in the group of 26-35 (15.5%). As far as 26-35 51 15.5%
marital status is concerned, 82% of the people Age 36-45 14 4.3%
were single and 12.2% of them were married 46-55 19 5.8%
with children. Out of the total sample, 75% 56-65 7 21%
were highly educated with at least a bachelor's More than 65 0 0.0%
degree. Regarding monthly income, 46.2% High School Diploma 83 25.2%
were in the low-income group (<2000), fol- Bachelor's degree 172 523%
lowed by the group of moderate income 2000- ~ Education ““=— "1 degree 6 17.0%
<5000 (24%) PhD degree 18 5.5%
Measurement of Variables

EP 2000 > 152 46.2%

The reliabilities of the measures were Salary EP 5000 > - 2000 79 % 24

above the recommended value of .70 (Nunnal- EP 10000> - 5000 41 12.5%

ly & Bernstein, 1994) (CSR: 0.722; SAT: 0.890; EP 10000< 57 17.3%

TRU: 0.797; LOY: 0.819). The items for each
construct and their scale of measurements are listed in Table 2.

CS5R1 CsR2

\\-‘
Q087
\\ o 1RU1
) ___ D8
> — 082 —p TR
\r..w__’
= TRU3
r TRU
04N
o
//
_Cl'r\\ \
0821 qgs e 0288
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[ » - a
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Figure 2: Measurement and Structural Model Results
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Convergent Validity

Convergent validity (internal consistency) was
assessed using the average variance extracted (AVE)
measure and Item loading values. According to For-
nell and Lacker’s (1981) the suggested benchmark
should be 0.5. As can be noted in Table 2, all the item
loadings and AVE values reached the recommended
benchmark — implying that all items converged well
on the construct they were supposed to measure and
so confirming the existence of convergent validity.

Discriminant Validity

To assess discriminant validity the AVE of the
construct should be greater than the shared vari-
ance between the construct and the other model
constructs (Chin, 1998). Table 3 lists the correlation
matrix with correlation among constructs and the
square root AVE on the diagonal. As shown in Table
3, the diagonal elements are greater than the in-
ter-construct correlations in the corresponding rows

and columns, therefore confirming that discriminant validity indeed exist.

Goodness of Fit Measurement

To assess the global goodness-of-fit of our research model, Tenenhaus
etal. (2004, 2005) proposed a method that takes into consideration both the
quality of the measurement model and the structural model. Thus, the global
goodness-of-fit (GoF) is calculated by applying the following equation:

GoF=Sqrt (AVE*R?)

Where M_represent the average of all AVE values for the research
variables while R? represents the average of all R values in the full path

Table 2: Results of measurement model

Cronbach’s AVE Composite Factor
Research .
Alpha Value Reliability Item
Construct .
Value Value Loading
CSR1 0.895
CSR (csrz2 0.722 0.782 0.878 0.874
SAT1 0.827
SAT2 0.855
SAT SAT3 0.890 0.695 0.919 —0’834
SAT4 0.870
SAT5 0.782
TRU1 0.849
TRU TRU2 0.797 0.711 0.881 —0‘832
TRU3 0.849
LOY1 0.821
LOY2 0.615
LOY Loy3 0.819 0.654 0.881 0.881
LOY4 0.888

Note: CSR = Corporate Social Responsibility; SAT = Customer
Satisfaction; LOY = Customer Loyalty; TRU = Customer Trust.
ltem CSR3 was deleted to improve reliability of CSR construct

Table 3: Discriminant va-
lidity of constructs
CSR SAT TRU LOY

CSR 0.884

SAT 0.318 0.834

TRU 0.297 0.659 0.843

LOY 0.219 0.668 0.670 0.809

Note: CSR = Corporate Social
Responsibility; SAT = Customer
Satisfaction; LOY = Customer
Loyalty; TRU = Customer Trust.

model. The calculated GoF is 0.51, which exceeds the recommended threshold of GoF > 0.36 suggested by
Wetzels et al. (2009). Thus, the research model provides an overall goodness of fit.

Structural Equation Modeling Results

The structural model was tested using the loadings and significance of the path coefficients (indi-
cate the strengths of relationships between dependent and independent variables), and the R? value (the
amount of variance explained by independent variables).

The R values for the dependent variables: customer satisfaction (SAT), customer trust (TRU) and cus-

tomer loyalty (LOY) are respectively 0.101,0.442, and 0.541. This resultindicates that, on the overall model
CSR explains only about 10 % of customer satisfaction while customer satisfaction explains 44.2% of cus-
tomer trust. Both customer satisfaction and customer trust explain about 54.1% of customer loyalty.
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Hypotheses Test Table 4: Path coefficients and hypothesis testing
) . . Hypotheses Causal Link Path Coefficient T-Value P-Value Hypotheses Test
. Cfons'sfm W'tlh the PFEIC"C' H1  CSR—SAT 0318 5470 0000  Supported
f'odrf ° Hl’ t Eres%' tsin T‘?‘ﬁ ed H2  CSR—>TRU 0097 1435 0152 Notsupported
indicate that there Is a significant H3  CSR—LOY 0032 1597- 0111 Notsupported
positive relationship between
. . H4 SAT—>LOY 0.408 3.334 0.001 Supported
CSR and customer satisfaction e AT TRU 0628 13776 0,000 S ¥
. . . u orte
(B = 0.318; = 5.47). Therefore, PP
H6 TRU —LOY 0.411 5.079 0.000 Supported

H1 is supported. The standard-

T-Value: significance at +1.96

ized coefficient and the t value do P-Value: significance at P<0.05

not give a support for the predic-

tion of H2 (3 = 0.097; t=1.453),

thus H2 is rejected. While H3 postulated a positive direct relationship between CSR and customer loyalty,
the results indicate a negative association between the two constructs (B =-0.032; t=-1.597), thus H3 is
not supported. H4 results indicate that customer satisfaction is positively associated with customer loyalty
(B =0.408; t= 3.334) and therefore H4 is supported. The results of H5 are also consistent with the predic-
tion that the higher level of customer satisfaction, the higher level of customer trust (B =0.628;t=13.776).
Therefore, H5 is supported. Finally, the results in Table 4 are in line with H6 and support the prediction that
the higher the level of customer trust, the higher the likelihood of their loyalty (B =0.411;1=5.079). Thus,
H6 is supported.

Discussion of Findings

In this research, itis proved that CSR initiatives by the company have positive and significant effect on
customer satisfaction which is the key to customer trust and customer loyalty. The results confirm some of
the previous studies about the influence of CSR on customer satisfaction (Daub & Ergenzinger, 2005; Sen
& Bhattacharya, 2001; Luo & Bhattacharya 2006; He & Li, 2011). A strong perception of CSR by customers
makes them care about not only the economic performance of the service or the product offered by the
company but also about the overall role of the company in the society.

The results show that CSR has not a direct effect on customer loyalty. This result is different from the
studies conducted by Murray and Vogel, (1997) who proved that CSR initiatives have a positive effect on
customer attitude towards the product or service. Customer satisfaction was found to positively influence
customer loyalty (H4). This resultis in line with Lee (2010) whose study of predictors of customer loyalty in
the Korean mobile phones confirmed the link between customer satisfaction and customer loyalty.

Our study also provided empirical evidence that satisfaction has a positive effect on trust (H5) and this
trust will eventually has a positive influence on loyalty (H6). This supports the findings of Hallowell (1996),
Bendall-Lyon and Powers (2003), Lam and Burton (2006), Ball et al. (2006) and Yap et al. (2012). Previous
research found that trust also plays an important role in customer loyalty (Garbarino & Johnson, 1999; Hart
& Johnson, 1999). Other studies stated that trust may have more influence on customer loyalty than cus-
tomer satisfaction (Hart & Johnson, 1999; Ranaweera & Prabhu, 2003). The results of this research confirm
this statement because the positive relationship between customer trust and customer loyalty is greater
than the positive relationship between customer satisfaction and customer loyalty

Finally, we can conclude that CSR does not have a positive directimpact on loyalty, butits effect is fully
mediated by customer satisfaction. In other words, differently from what was predicted in the model, the
relationship between the CSR and customer loyalty cannot be expressed by a linear causal link.
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Limitations and Recommendations

Although this research, with 329 respondents, give good basis to understand the effect of CSR on
customer satisfaction, trust, and loyalty, it would be more valuable and reliable to replicate this study with
a larger number of respondents. Testing our research model in other industries and cultures could also en-
hance the generalization of our findings. Adding other constructs such as “perceived service quality” and
“customer identification with the company”, in further researches, could also enrich the literature on com-
pany-customer relationship

This study investigated the effect of CSR on customer satisfaction, trust, and loyalty. The results show
that CSR does not influence customer loyalty directly as customer trust and customer satisfaction do. These
results mean that companies most focus on communicating about sustainability elements like environment
respect and their role to solve social problems to enhance trust with customers. Thus, social media can be a
useful and effective tool for corporations in delivering sustainability messages as well as the reporting ini-
tiatives and results instead of using the traditional communication channels. This would help them to reach
better for customers and communicate the value of their efforts and work and hence affect how customers
perceive the corporation. Sharing the CSR reports will make sustainability efforts spread well and more
widely (Johnston, 2014).

Companies need also to develop more sophisticated tools to measure and improve regularly customer
satisfaction than traditional Customer Satisfaction Score (CSAT). Nowadays, social media has a significant
influence on a business-customer relationship. It has offered a passage to reach out to millions of people
and has become a perfect place to find out what people really feel about business. Facebook, Instagram, and
Twitter are important platforms to track business and to measure efficiently customer satisfaction.
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