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Abstract

This paper seeks to evaluate the influence of Corporate Social Responsibility (CSR) on the
reputation of a corporation from a strategic point of view. The literature review suggests the
absence of this type of study for the banking sector in emerging countries. In this sense, this
research seeks to contribute to a better understanding of the CSR effects on the corporate
reputation (CR) in the banking sector in Peru.
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Introduction

This research is part of the doctoral proposed and it is developed in three chapters, examines
the relationship between corporate social responsibility (CSR), corporate reputation and the

investor confidence; in the context of developing countries and circumscribed to the banking
sector. The general model of research is outlined in Figure 1.

investor
confidence

\ 4

CSR

corporate
renutation

Figure 1: General Research Model

Source: Own elaboration

This research model is based on two theories: the theory of CSR and the theory of corporate
reputation. With regard to the first, the theory that provides a theoretical support for this
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research is one that conceives social responsibility from an instrumental approach * (De Matos
and Rossi, 2006; Narwal and Sharma, 2008; De Pelsmacker et al., 2005; Obermiller et al.,
2009; Roman and Cuestas, 2008; Sen et. al., 2001). The authors of the instrumental school
consider the company as an instrument for wealth creation and its social activities as a means
to achieve economic results. Companies are now opting for an ethical and responsible
behavior to the extent that such behavior provides competitive advantages to the business.
With respect to the second, the relational school® is the one that best provides a theoretical
support for this research; this school argues that corporate reputation includes the perspectives
of the internal stakeholders (identity) and external (image) (Davies and Miles, 1998; Hatch
and Schultz, 2001).

A first approach to the study of the general model; that is to say, to the investigation of the
relationship between the CSR and its effects on corporate reputation was addressed through
case study, which was limited to Peru's banking system. This analysis suggests seven
propositions, which are described in Chart 1.

Chart 1. Propositions derived from case study

NO

P Proposition Variables related?
Proposition

The corporate social responsibility could have a

R . CSR and investor confidence
positive influence on investor confidence

Proposition 1:

When corporate social responsibility involves
Proposition 2: | workers in the company, it could have a positive CSR and investor confidence
influence on investor confidence.

Corporate social responsibility could have a
positive influence on corporate reputation.
Corporate social responsibility oriented towards
Proposition 4: | rural areas outside the capital could have a CSR and corporate reputation
positive influence on corporate reputation.

Proposition 3: CSR and corporate reputation

Corporate social responsibility oriented at
Proposition 5: | strengthening the educational quality could have a | CSR and corporate reputation
positive influence on corporate reputation.

Corporate reputation could have a positive

g ) . Corporate Reputation and investor
Proposition 6: | influence on investor confidence N p

confidence
Corporate reputation could have a positive
.. influence on investor confidence when the Corporate Reputation and investor
Proposition 7: :
company demonstrates that environmental confidence

protection is part of their strategic plan.

Elaboration: own

* In literature, the theories of corporate social responsibility show four common dimensions (Garriga and Mele,
2004): benefits, political action, social demands and ethical values. Under this premise, you can classify the
theory in four blocks according to the emphasis that each theory makes in any of the four dimensions:
instrumental theories, political theories, integrative theories and ethical theories

* Besides the relational school, there are two schools that study the corporate reputation: evaluative and
impressive school.
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These proposals are considered as hypotheses in this chapter and allow operationalizing the
general model (figure 7). In this context, the relationships among the variables are described
in Figure 2.

Figure 2. Research General Model with the propositions of the case study
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Elaboration: own

This general model with seven defined hypotheses considers two effects: the first, called
direct effect of the CSR, studies the relationship between the CSR and investor confidence.
The second, called indirect effect of the CSR, examines how the corporate reputation variable
moderates the effects of CSR over the investor confidence. This indirect effect can be
addressed in two stages: the first is to study the effects of CSR on corporate reputation and the
second is to study the effects of the latter variable over the investor confidence.
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Figure 3. Research Model of analyzed
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Elaboration: own

In this paper the first stage of the indirect effect of CSR will be studied; i.e., the relationship
between CSR and corporate reputation will be investigated. The study of the second stage of
the indirect effect and the direct effect of CSR itself will be addressed in the following
research. In line with this, the model studied in this chapter is described in figure 3.

Figure 3 outlines the main variables of the study and their possible relationships between
them. In the first place, beforehand, it is expected that CSR plans undertaken by companies
increase the reputation of the company. On the other hand, if those actions of CSR are aimed
to improve the rural area or the education, corporate reputation would be positively
influenced.

This model is in line with literature, since when reviewing different studies it has been found
that there are various researches on the relationship in corporate social responsibility (CSR)
and the corporate reputation (Knox and Maklan, 2004; Parastoo et. al. , 2015). However, such
researches have usually been focused in developed countries and in productive sectors by
putting aside its study contexts of developing countries and in the financial sector (Ruiz et. al.
2014; Fombrun, 2012). Also, different economic theories have confirmed the importance of
corporate reputation in the strategic business process (Barney, 1991) the ability of this
intangible resource generates higher incomes and a key sustainable competitive advantage for
business success. According to this theory, the reputation, as an indicator of the overall
quality of management actions, is a valuable resource difficult to imitate, which plays a
crucial role in times of crisis (Coombs, 2007). Good corporate reputations provide a reserve
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that dampens companies before the market decline in times of uncertainty and economic crisis
(Jones et al., 2000).

In this context, this research aims to study the relationship between CSR and corporate
reputation from a theoretical and empirical point of view different to the previous studies. In
the first place, not only the direct effect it could have on corporate CSR reputation is studied,
but the indirect effects through two moderating variables: satisfaction and customer
confidence (Thorsten et al., 2002; Walsh et al., 2009; Yoon et al., 2006; Ruiz, 2014; Roth and
Bosener, 2015; Helm et al., 2010, Walsh et al., 2009b; Levesque and McDougall, 1996).
Secondly, the study applies to the context of developing countries (Peru) and the banking
sector.

1. Theories of Corporate Reputation

Literature suggests what is to be expected that various stakeholders have different interests
and different expectations, therefore corporate reputation will depend on the crossing of these
expectations with the actual experiences arising from compliance or non-compliance of the
commitments assumed by the company. In this regard, the company must consider in their
strategic planning the principles that will lead the relationship of this with the stakeholders
involved. By the company knowing the interests of all stakeholders, they must internalize
these interests in the plans of corporate social responsibility to undertake. This will allow that
the perception that different stakeholders have on the performance of the company to
improve, which will be reflected in a better corporate reputation.

In line with the above, the corporate reputation will be the result of confronting what the
company is committed to do with what it actually does and with the opinion of the
stakeholders on the matter. This means that the business must align the CSR with its
objectives, its declared values, their behavior and expectations of the stakeholders.

According to Chun (2005) it is possible to identify three types of schools of thought about the
corporate reputation: evaluative, impressive and relational. The main difference between these
schools lies in the stakeholders that are taken into account as a focal point when assessing the
reputation of the corporation.

The evaluative and impressive school is concerned mainly in the interests of a single
stakeholder (Barney, 1991; Hall, 1992; Grant, 1995; Sabate and Puente, 2003; Lucey and
Dowling, 2005; Balmer, 1997; Brown et al., 2005; Dowling, 1993; Yoon et al., 1993; Weiss
et al., 1999; Dutton et al., 1994). In contrast to these schools, the relational is based on the
theory of stakeholders, which recognizes that different stakeholders may have different
perceptions of the corporation (Clarkson, 1995; Freeman, 1984; Davies and Miles, 1998;
Hatch and Schultz, 2001).

1.1 Determinants of Corporate Reputation

Literature aimed at investigating the corporate reputation suggests that there are various
factors and/or determinants (dimensions) that explain the reputation of a company (Ali et. al.,
2015; Olmedo et. al., 2014; Chen and Chen, 2009; Walsh et al., 2009; Chun, 2005).
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These determinants represent a comprehensive set of variables, amongst which is considered
the quality of the products up to the management capabilities of the company, passing by the
perceptions of the human resource team, among others (Boshoff, 2009; Helm, 2005, 2007;
Lopez Lopez and Iglesias Antelo, 2006) ; also, these factors are transversal to various
business sectors, from small and medium-sized enterprises (SMEs) to the corporate
companies from both the financial and real economic sector (Ruiz et. al., 2014; Fiordelici et.
al. , 2013; Sturm, 2013; Mariano, 2012; Martinez and Olmedo, 2011).

In order to summarize the main determinants of corporate reputation suggested in literature, a
chart that contains each of these dimensions/factors is elaborated (chart 2). In this chart it can
be observed the importance of each dimension in the corporate reputation and the authors who
are studying this dimension.

Chart 2. Determinants of corporate reputation

Determinant

Importance to corporate
reputation

Authors

Financial position
and value creation

A favorable assessment of the
financial accounts increases the
reputation of the company.

Boshoff (2009); Chen and Chen (2009); Walsh
et al. (2009A,b); Walsh and Beatty (2007);
Helm (2007); Helm (2005); Flavian et al.
(2005); Flavian et al. (2004); Schwaiger (2004);
Walsh and Wiedmann (2004); Cravens et al.
(2003); Iglesias Antelo et al. (2003); Hung
(2002); Caruana and Chircop (2000); Minguez
Arranz (2000); Dollinger et al. (1997); Fombrun
and Shanley (1990); Weigelt and Camerer
(1988).

Human Resources

They represent a type of
stakeholders. Their perception and
relations with other stakeholders
(customers, suppliers, employees,
etc) influence in the company's
reputation.

Helm (2007); Martin et al. (2006); Lopez Lopez
and Iglesias Antelo (2006); Helm (2005);
Villafafie (2004); Fombrun and Van Riel
(2003); Cravens et al. (2003); De Quevedo
Puente (2003); Fombrun et al. (2000); Caruana
and Chircop (2000); Fombrun (1996); Peters
and Waterman (1982).

Quality
management and
managerial skill

Knowledge, managerial skills and
attitudes in corporate governance
influence on the internal reputation
(with employees) and external
(customers).

Olmedo et. al. (2014); Helm (2005, 2007);
Martin et al. (2006); Villafafie (2004); de
Quevedo Puente (2003); Minguez Arranz
(2000); Caruana and Chircop (2000); Dollinger
et al. (1997).

Business
Leadership

The degree of admiration and
followers that the company causes
influences in the corporate
reputation.

Olmedo et. al. (2014); Helm (2005); Walsh and
Wiedmann (2004); Minguez Arranz (2000);
LeBlanc and Nguyen (1996).

Ethics and culture

All of this affects the behavior of
the company eventually influencing
reputation.

Lopez Lopez and Iglesias Antelo (2006); Martin
et al. (2006); Helm (2005, 2007); Villafane
(2004); Gurhan-Canli and Batra (2004); Iglesias
Antelo et al. (2003); Cravens et al. (2003);
Newell and Goldsmith (2001); Fombrun et al.
(2000); Fombrun and Shanley (1990); Peters
and Waterman (1982); Weigelt and Camerer
(1988).
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Brand image

Its consolidation in the long term
impacts positively on the

Boshoff (2009); Walsh et al. (2009a, b); Walsh
and Beatty (2007); Helm (2005, 2007); Chun

and services)

(employer brand) . (2005); Walsh and Wiedmann (2004); Minguez
ploy reputation. Arranz (2000). £
Chen and Chen (2009); Cravens et al. (2003);
It influences the company's De Quevedo Puente (2003); Lopez Lopez and
Innovation products and services, which Iglesias Antelo (2006); Martin et al. (2006);
eventually affects the reputation. Villafafie (2004); Hung (2002); and Henard y
Dacin (2010)
Akdag and Zineldin (2011); Boshoff (2009);
Bravo et al. (2009B); Garcia de los Salmones et
al. (2009); Walsh et al. (2009A,b); Walsh and
Customers form their perceptions of | Beatty (2007); Helm (2007); Martin et al.
Supply (products the company according to the (2006); Helm (2005); Flavian et al. (2005);

quality of products/services that it
offers.

Flavian et al. (2004); Schwaiger (2004); Walsh
and Wiedmann (2004); Cravens et al. (2003);
Wang et al. (2003); Caruana and Chircop
(2000); Minguez Arranz (2000); LeBlanc and
Nguyen (1996);

Customer Care

Tries to capture the relationship that
exists among the employees and
customers. In this context is where
the care of such employee-customer
relations is relevant because of its
impact on the reputation of the
company

LeBlanc and Nguyen (1996); Flavian et al.
(2004); Flavian et al. (2005); Walsh and Beatty
(2007); Boshoff (2009); Chen and Chen (2009);
Garcia de los Salmones et al. (2009); Walsh et
al. (2009A,b); Bravo et al. (2010A); Hung
(2002); Walsh and Wiedmann (2004); Helm
(2005); Nguyen and LeBlanc (2001); Newman
(2001); Cravens et al. (2003)); Walsh and
Wiedmann (2004); Walsh and Beatty (2007);
Nguyen (2010).

Social, philanthropic and
environmental actions influence on

Walsh and Beatty (2007); Boshoff (2009);
Bravo et al. (2009B); Chen and Chen (2009);
Garcia de los Salmones et al. (2009); Walsh et
al. (2009A,b); Bravo et al. (2010A), Hung

CSR perceptions of the stakeholders, (2002); Walsh and Wiedmann (2004);
which in turn on the reputation of Schwaiger (2004); Helm (2005); Fombrun et al.
the company. (2000); Hung (2002); Sen and Bhattacharya
(2001); Martin et al. (2006); De Quevedo et al.
(2007); Highhouse et al. (2009).
The satisfaction of the customer, Ruiz (2014); Roth and Bosener (2015); Helm et
which is after you have consumed al. (2010), Walsh et al. (2009B); Levesque and
Customer the product or service, has an McDougall (1996); Jamal and Naser (2002);
Satisfaction impact on the reputation of the Wang et al. (2003); Hansen and Sand (2008);
company. Walsh et al. (2009B); Helm et al. (2010);
Ladhari et al. (2011).
Park et. al. (2014); Ruiz (2014); Ponzi et al.
(2011); Wilczynski et al. (2009); Walsh et al.
The confidence that the client has (2009B); Yoon et al. (2006); Rose and Thomsen
Confidence on the quality of the products and (2004); Thorsten et. al. (2002); Newell and

services that the company provides
influences the corporate reputation.

Goldsmith (2001); Ganesan (1994); Dowling
(2001); Newell and Goldsmith (2001); Roberts
and Dowling (2002); Reputation Institute
(2012).

Elaboration: own
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One of the first determinants of corporate reputation, according to literature, is the company's
financial position or the creation of value that this holds not only for its shareholders but also
for society (Boshoff, 2009; Chen and Chen, 2009; Walsh et al. , 2009; Walsh and Beatty,
2007; Helm, 2007; Helm, 2005; Flavian et al. , 2005; Flavian et al. , 2004 ).

In this line, several studies have found that companies emit various signals, such as financial
strength, market information, solidity in the general ledger accounts, among other financial
variables to indicate its reputational strength (in the scope of the financial business) and thus
influence in other stakeholders linked to the company (Rose and Thomsen, 2004; Roberts and
Dowling, 2002; Michalisin et al. , 2000; Fombrun and Shanley, 1990, Walsh and Beatty,
2007; Helm, 2007; Helm, 2005; Flavian et al. , 2005; Flavian et al. , 2004; Schwaiger, 2004;
Walsh and Wiedmann, 2004; Cravens et al. , 2003; Iglesias Antelo et al. , 2003; Hung, 2002;
Caruana and Chircop, 2000; Minguez Arranz, 2000; Dollinger et al. , 1997; Fombrun and
Shanley, 1990; Weigelt and Camerer, 1988).

In general, the main conclusion of these studies is that the companies that are financially
strong (from various variables: stock price, annual sales, profits, capital, etc) enjoy greater
acceptance by society and therefore the prospects of the stakeholders are better, leading to
increase the reputation of the company.

A second determinant of the corporate reputation that suggests literature, is the team of human
resources; that is, group of people that carry out the policies of the company in terms of
relations with the workers, suppliers, customers and other internal and external stakeholders
(Helm, 2007; Martin et al. , 2006; Fombrun, 1996; Peters and Waterman, 1982).

In this case, the studies indicate that (Fombrun and Van Riel, 2003; Cravens et al. , 2003; De
Quevedo Puente, 2003; Fombrun et al. , 2000; Caruana and Chircop, 2000) the perception that
different stakeholders have about the teamwork of human resources influence directly on the
corporate reputation.

The third and fourth determinant is the quality of the management/manager skills and
business leadership respectively. As regards to the first, various authors (Olmedo et. al., 2014;
Helm, 2005 and 2007; Martin et al., 2006; Villafaiie, 2004; De Quevedo Puente, 2003;
Minguez Arranz, 2000; Caruana and Chircop, 2000; Dollinger et al., 1997) indicate that the
set of skills, knowledge and managerial attitudes that demonstrates the company's
management has two effects: on the one hand, could inspire and motivate or demotivate
employees leading to either strengthen or weaken their perceptions of the company. This
results into a positive or negative impact on the internal corporate reputation. On the other
hand, these management skills could change perceptions that external stakeholders have
(customers, investors, suppliers, government, etc.), which influence on the external corporate
reputation.

In regard to the second (business leadership), literature suggests that there is a need for
stakeholders to follow a leader who inspires them in different scopes, not only in the
commercial or business. In that sense, when the company has a business leadership that
moves or inspires various stakeholders, the company will strengthen its corporate reputation
positively influencing about his leadership in such a way that both members learn from each
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other (Olmedo et. al., 2014; Helm, 2005; Walsh and Wiedmann, 2004; Minguez Arranz,
2000; LeBlanc and Nguyen, 1996).

The fifth determinant, that literature suggests, of the corporate reputation is the ethics and
culture. Different authors believe that values, socially acceptable, that the company practices
in modifies its behavior so that it is consistent with what society expects and secondly places
it within a set of few companies that are guided by values (Lopez Lopez and Iglesias Antelo,
2006; Martin et al. , 2006; Helm, 2005 and 2007; Villafane, 2004; Gurhan-Canli and Batra,
2004; Iglesias Antelo et al. , 2003; Cravens et al. , 2003; Newell and Goldsmith, 2001;
Fombrun et al. , 2000; Fombrun and Shanley, 1990; Peters and Waterman, 1982; Weigelt and
Camerer, 1988. All this influences on the reputation of the corporation.

The sixth determinant is the brand image (employer brand); the studies in this area indicate
that the consolidation of a company in the medium and long-term, influence on corporate
reputation (Boshoff, 2009; Walsh et al., 2009; Walsh and Beatty, 2007; Chun, 2005; Walsh
and Wiedmann, 2004; Minguez Arranz, 2000).

Also, in literature is located that innovation and supply (products and services) are two
determinants, related between them, of the corporate reputation. The first (innovation) refers
to the number of new products / services that the company provides to customers (Chen and
Chen, 2009; Cravens et al. , 2003; De Quevedo Puente, 2003; Lopez Lopez and Iglesias
Antelo, 2006; Martin et al. , 2006; Henard and Dacin, 2010), and the second (supply) refers to
the quality of these (Akdag y Zineldin, 2011; Boshoff, 2009; Bravo et al. , 2009b; Garcia de
los Salmones et al. , 2009; Walsh et al. , 2009a; Walsh and Beatty, 2007). This reflects the
fact that the consumer/client is not only attentive to the new products that the company may
do, but also the quality of them. Both variables have an effect on the reputation of the
company, and even an error in one of them could override the positive effect of the other; for
example, if a company introduces a new product to the market (i.e., innovates), which
increases its reputation; but when used and evaluated by the customers, they suggest that the
quality is very low or bad, then the initial positive effect on the reputation to innovate is offset
by the negative effect of quality (supply).

A factor or determinant of corporate reputation that has taken special attention has been the
"customer care". This factor tries to capture the relationship that exists among the employees
and customers. In this context is where the caring of such employee-customer relationships is
important because of its impact on the reputation of the company (LeBlanc and Nguyen,
1996; Flavian et al. , 2004; Flavian et al. , 2005; Walsh and Beatty, 2007; Boshoff, 2009;
Chen and Chen, 2009; Garcia de los Salmones et al. , 2009; Walsh et al., 2009a,b; Bravo et al.
, 2010a; Hung, 2002; Walsh and Wiedmann, 2004; Helm, 2005; Nguyen and LeBlanc, 2001).

Another factor that is presented in the models of determinants of corporate reputation is the
corporate social responsibility, which includes social, philanthropic and environmental
actions of the company (Walsh and Beatty, 2007; Boshoff, 2009; Bravo et al. , 2009; Chen
and Chen, 2009; Garcia de los Salmones et al. , 2009; Walsh et al. , 2009). Studies suggest
that the perceptions of the stakeholders associated with the company is strengthened as the
company undertakes social projects in line with the needs of the community (Fombrun et al. ,
2000; Hung, 2002; Sen and Bhattacharya, 2001; Martin et al. , 2006; De Quevedo et al. ,
2007; Highhouse et al. , 2009). This results in an increase in the corporate reputation.
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A factor in corporate reputation related directly with the customer is their satisfaction
(Thorsten et al., 2002), which is understood as the assessment carried out by the consumer
after consuming the good or service in terms of negative/neutral/positive attitude toward the
product/service (Day, 1977, p. 150). This conception has been used in different academic
areas ranging from marketing to corporate management (Helm et al., 2009).

Literature suggests that customer satisfaction has relation with other important variables of
the company and the client; for example, Walsh and Bartikowski (2013) indicate that
customer satisfaction could moderate the effects of service quality provided by the company
over customer confidence; that is to say, a good service (high quality) could influence
positively on the customer confidence. Such an effect would be amplified if the customer is
satisfied with the product/service.

In line with the above, several investigations indicate that the satisfaction of the client
influences on the behavior of oral transmission (Word -of-mouth behavior) of customers
(Walsh et al., 2010; Luo y Bata). This means that the well-being of a client when using a
service/product can be transmitted through verbal communication to the whole influence of
that customer (colleagues in work, study, etc.). In addition, literature suggests that there are
many studies that correlate customer satisfaction with corporate reputation (Ruiz, 2014; Roth
and Bosener, 2015; Helm et al., 2010, Walsh et al., 2009b; Levesque and McDougall, 1996;
Jamal and Naser, 2002; Wang et al. , 2003; Hansen and Sand, 2008; Walsh et al. , 2009b;
Helm et al. , 2010; Ladhari et al. , 2011).

Finally, although literature suggests that corporate reputation is associated with the customer
confidence. However, the causal relationship between the variables is not all clear. Some
studies suggest that the confidence is a result of a good reputation (Keh and Xie, 2009); others
indicate that the reputation is the result of a good confidence between the company and the
customer (Walsh et al., 2009; Yoon et al., 2006).

To overcome this optical difference, the studies have been based on the proposal of Fishbein
and Ajzen (1975), which indicated that the confidence can be conceptualized in three beliefs:
the corporation is competent, socially benevolent and adheres to moral principles of justice
and honesty. Therefore, under this premise, the confidence is cognitive by nature.

On the other hand, corporate reputation is a concept that emerges from the total valuation of
the company by individuals (Fazio, 1986). This suggests that individuals first form
perspectives and / or beliefs about the performance and / or characteristics of the company
and later on such a basis form an idea of corporate reputation. Therefore, the confidence can
be understood as a factor or determinant of corporate reputation, point of view that is
maintained in this research. In this context, the second scenario that comes to mind is the
following:

2. Theories of CSR

In literature, the theories of corporate social responsibility present four common dimensions
(Garriga and Mele, 2004): benefits, political action, social demands and ethical values. Under
this premise, you can classify theory in four blocks according to the emphasis that each theory
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makes in any of the four dimensions: instrumental theories, political theories, integrative
theories and ethical theories.

The first one of them includes those authors who understand the social responsibility from an
instrumental approach (De Matos and Rossi, 2006; Narwal y Sharma, 2008; De Pelsmacker et
al., 2005; Obermiller et al., 2009; Roman and Cuestas, 2008; Sen et. al., 2001), who
considered the company as a tool for wealth creation and social activities as a means to
achieve economic results. Companies are now opting for an ethical and responsible behavior
to the extent that such behavior provides competitive advantages to the business (see chart 3).

Chart 3. Classification of the theories of CSR

Classification of the approaches of Main authors
CSR
De Matos and Rossi, 2006; Narwal y Sharma, 2008; De
Pelsmacker et al. , 2005; Obermiller et al. , 2009; Roman and
Cuestas, 2008; Sen et. al., 2001; Friedman, 1970; Windsor,
2001; McWilliams and Siegel, 2001; Carroll, 1979.

Luo and Battacharya, 2006; McWilliams and Siegel, 2001;
Frooman, 1999; Galan, 2006; Donaldson and Lee, 1995;
Fernandez and Nieto, 2004; Matten et al. , 2003; Carroll, 1999;
Daake and William, 2000

Aguinis and Glavas, 2012, Agle et. al. , 1999; Andriofet.,
2002; Baro, 2011; Bowen, 1953; Baroneet., 2000; Freeman,
1984; Mitchell et al. , 1997; Kaptein and Van Tulder, 2003;
Basu and Palazzo, 2008.

Gladwin and Kennelly, 1995; Wheeler et al., 2003; Bakker et
Ethical Theories al. , 2006; Clarkson, 1995; Clemens and Gallagher, 2003;
Rowley, 1998; Serenko and Bontis, 2009

Instrumental Theories

Political Theories

Integrative Theories

Source: Garriga and Mele (2004)

Elaboration: own

The second approach is made up of those theories that focus on political theory. This theory
refers to the effects of the excessive power of business in society and the benefits of a
responsible exercise of that power in the political arena (Luo and Battacharya, 2006;
McWilliams and Siegel, 2001; Frooman, 1999; Galan, 2006; Donaldson and Lee, 1995;
Fernandez and Nieto, 2004). Thirdly, there is the inclusive theory, in which the company
focuses on the identification, canalization, training and response to the social demands of the
stakeholders (Aguinis and Glavas, 2012, Agle et. al., 1999; Andriofet., 2002; Baro, 2011;
Bowen, 1953; Baroneet.al., 2000; Freeman, 1984; Mitchell et al., 1997). The fourth approach
is based on theories studying ethical responsibility of companies towards society, in order to
study, among other issues: the universal rights, sustainable development and the approach of
the common good (Gladwin and Kennelly, 1995; Wheeler et al., 2003; De Bakker et al., 2006;
Clarkson, 1995).

Because the objectives of this research is limited to the concept that CSR is considered as a
business tool to influence corporate reputation, then the theory of CSR that fits well with this
conception is the instrumental theory, which is described below.
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2.1. Instrumental Theories
In this group of theories, CSR is seen as a strategic tool to achieve economic benefits.

According to literature review we can distinguish three subgroups within the instrumental
theories. These subgroups mainly differ in the economic objective proposed (see chart 4).

Chart 4. Subgroups within the theories instrumental - Theoretical Studies

Subgroup Main objective of CSR Main features

This approach indicates that while the social demands not only
generate costs but also benefits that exceed these costs, the
Maximize shareholder company should implement plans of CSR. For this reason, the
value. criterion for evaluating the use of CSR is that it maximizes the
share price (Friedman, 1970; Jensen and Meckling, 1976; Ross,
1973; Jensen, 2000).

Subgroup 1

This approach suggests that CSR must be oriented to create
competitive advantages. In literature there are two lines of
research that addresses this issue: (a) social investment in a
competitive context (Porter and Kramer, 2002; Burke and
Lodgson, 1996). This line argues that the social activities (CSR)
not only create social value but also create competitive

Gain competitive advantages to the company. (B) Vision of the firm based on
advantage. resources and dynamic capabilities (Barney, 1991; Teece et. al.,
1997; Petrick and Quinn, 2001; Hillman and Keim, 2001; Hart,
1995). This line considers the ability of the company to place
itself above its competitors depends on the management of
resources over time. The good management of these resources,
some of them oriented to social demands, will allow the
company to obtain competitive advantages.

Subgroup 2

This approach maintains that the objective of implementing CSR
plans should be to strengthen the relationship between the
consumer and the company, such a way that the brand is
Amplify the effects of strengthened (Varadarajan and Menon, 1988; Smith & Higgins,
marketing. 2000). Between social activities proposed by this approach are
the art exhibitions, literary campaigns, among others. These
activities, within the CSR, offer competitive advantages for the
company.

Subgroup 3

Elaboration: own

The first subgroup believes that the objective of the CSR is to maximize the value of the
shareholder (measured by the share price) (Friedman, 1970; Jensen and Meckling, 1976;
Ross, 1973; Jensen, 2000). The second subgroup believes that the objective of the CSR must
be to achieve competitive advantages (Husted and Allen, 2000). Finally, the third subgroup
proposes that the objective of CSR is to amplify the effects of marketing (Varadarajan and
Menon, 1988; Smith & Higgins, 2000). This last subgroup is similar to the second.

Several investigations have yielded different results. For example there is a group of
researches that suggests the positive relationship between CSR and the economic benefits
(Ingram, 1978; Klassen and McLaughlin, 1996; Newgren et al., 1985; Brown and Perry,
1994; Serious and Waddock, 1997); meanwhile, that there is another group of researches
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which consider that the relationship is negative (Hill et al., 1991; Wright and Ferris, 1997,

Bromiley and Marcus, 1989; Moore, 2001). Chart 5 outlines the major investigations.

Chart 5. Relationship between CSR and financial performance of the company - Empirical Studies

Sign Relationship Research CSR Type of financial
performance
Ingram (1978) Socio-economic plans of CSR
Positive Klassen y Awards for environmental policies
((These studies McLaughlin (1996) P
have found a Newgren et al. Good envi | .
positive (1985) ood environmental practices
relationship Brown y Perry Bonki ] Market value of the
between (1994) anking reputation company
an indicator of CSR
and an indicator of
the financial Graves y Waddock CSR Index
performance of the (1997)
company)
Negative
((These studies
ﬂi‘;ﬁiﬁ?ﬂd 2 Hill et.al.,1991;
. 4 Wright y Ferris,
relatiopghip 1997; Bromiley y
between some ’ s Socio-economic plans of CSR Financial Results
. . Marcus, 1989;
indicator of CSR

and an indicator of Moore, 2088

the financial
performance of the
company)

Elaboration: own

While the empirical evidence is diverse, Wood (2010) indicates that the connection between
CSR and financial performance is reasonably well established overall in spite of the
theoretical and methodological differences. In that sense, under the application of current
statistical techniques, empirical studies have shown a relationship between CSR and the
economic performance of the company, and that this is positive and in some cases modest
(Margolis et. al. , 2007; Orlitzky et. al. , 2003).

3. Types of Actions of CSR
3.1. CSR Actions Related to the Environment

The concern for the environmental care has grown over the past three decades at an
accelerated pace. Such is the case that this concern not only has spread in the academic
community, but also has influenced the political and business circles. In this context, the
companies in its vision of maximization of benefits have considered that it is a competitive
advantage to differentiate themselves with their peers in the market on the environmental
issue. In this context, the environmental management systems are tools for competitive
advantage that respond to the growing public pressure, of the employees and the rest of those
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affected by the activity of the company. At the present time the majority of the companies are
reporting voluntarily on their environmental performance to meet the demand of groups with
interests in them: investors, community, consumers, clients and employees (see chart 6).

Chart 6. Stakeholders interested in the environmental activities of CSR

Stakeholder Description
Banks, stock markets or insurance companies want to know the capital expenditures
Investors that are necessary to comply with the new regulations and that potential environmental
liabilities would have an effect on the financial operations.
Local Want to know the environmental impact of operations of the companies in its territory
Community and have the power to support or reject its activity.
Ask for information on the impact and effects of the products they buy. Sometimes, the
Consumers consumer chooses a product more expensive just because it is considered more
environmentally friendly.
. Look to get the confidence of its own customers showing they have an environmental
Clients policy and a structure of information.
Employees They like to know that the company they work for is clean and transparent.

Elaboration: own

The foregoing suggests that the actions of CSR aimed at strengthening the environment will
impact on the perceptions of various stakeholders, which may result in an improvement of
corporate reputation.

4. Relationship of CSR and the Corporate Reputation and Other Variables
4.1. CSR and Corporate Reputation

The CSR is part of a cycle through which companies generate capital of reputation, manage
reputational risk and improve their performance. The companies invest corporate social
responsibility, which generates a capital stock of reputation which is used for a dual purpose:
on one hand, it represents a launching pad for future opportunities and, on the other hand,
save the current assets, acting as a buffer against losses. Through the programs of CSR
consistency is given to the cycle and reputational risk is managed (see graphic 4).
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Graphic 4. Effects of the relationship between CSR and corporate reputation

[ 1] client affinity

Increase in [ 2] Innovation
profits

A 4

[ 3] customer retention

L. [ 1] volatility of profits
Reduction in the N

risk of profits [ 2] growth strategies
CSR corporate
| Reduction in the [ 1] Ecological
v risk of cost [ 2] social and employment

[ 1] employee retention

»! Reduction of cost

[ 2] Waste &Energy

Source: Knox and Maklan (2004), Parastoo et. al. (2015)

Elaboration: own

According to Knox and Maklan (2004) and Parastoo et. al. (2015) the final effects of CSR on
corporate reputation can be divided into four categories: profit, risk associated with the loss of
profits, cost and risk reduction of costs (see graphic 4).

In line with the foregoing, various authors propose a conceptual model that will allow the
researchers to anticipate the image formation process of CSR. The model considers three
direct antecedents of CSR image: coherence CSR-company, attribution of motivation and
corporate credibility. The authors are based on the seminal work of (Rifon, Choi, Trimble, &
Li, 2004), who propose a causal model that explains the effect of coherence CSR-company,
the attribution of business motivations to participate in CSR and corporate credibility on
customer attitudes towards CSR carried out by companies. The results of its study confirm the
value of the participation of a company in the sponsorship of CSR initiatives that are
perceived by customers as: (1), consistent with the activities and products (coherence CSR-
company) of the central business, (2) altruistic in nature (attribution of motivation) and (3)
credible (corporate credibility). All this could influence the corporate reputation.

However, the authors found three limitations in this study: firstly, the study is based on a
laboratory experiment so customer perceptions in the actual market are not evaluated;
secondly, it considers only the reliability of the model regarding marketing of tangible
products, not services and in third place, feasible moderating effects on the formation of the
CSR image have been ignored. That is to say, the demographic characteristics such as:
gender, age or educational level to determine knowledge of CSR, attitudes and behavior.
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On the other hand, Lorenz (2012) suggests that CSR contributes to the reputation, but not
always in a positive way. That is to say, it is believed many times that CSR has an immediate
effect, but instead often fails when this is the only purpose to apply it. According to this
author, corporate reputation is one of the most valuable intangible assets which also is directly
related to the financial performance of this. In addition the loss of reputation is the main
reason for performing activities of CSR (Eisenegger and Schranz, 2011). Lorenz (2012)
indicates that in order for CSR to affect the reputation, 4 aspects should be considered: the
first is that the stakeholders must be aware of the efforts of CSR and this depends on good or
bad communication (Bortree, 2009). The second is that the company should have at least a
positive or neutral reputation for when CSR is applied because if this does not happen it will
be seen slightly legitimate (Pfau, et al., 2008). The third aspect has to do with communication
and is that CSR program has to be believable. The fourth indicates that the program must give
a situation where everyone wins and perceived clearly (Suchanek, 2008).

In the same line, Mattera and Baena (2012) claim that CSR has an impact on corporate
reputation and is one of the most important factors in business administration because it
manages to strengthen the legitimacy and reputation, build competitive advantage and reduces
costs and risks inherent of the company and most importantly, achieves greater gains when
the needs of the stakeholders are handled carefully. Stanaland et. al. (2011) reinforce the
arguments of Mattera and Baena (2012) arguing that commitment with CSR results in higher
levels of loyalty and trust of customers, which helps build competitive advantage.

4.2. CSR and Client Satisfaction

Literature suggests that there is a relationship between CSR and client satisfaction (Bigne et
al., 2011; He and Li, 2011; Luo and Bhattacharya, 2006). In addition, there are three reasons
that reinforce the idea that such a relationship exists (Luo and Bhattacharya, 2006): the first is
that customers, who may be potential stakeholders, not only are interested in the company's
financial strength, but that the products/services that is provided to the society conveys a
message that the company is socially responsible (Maignan et al., 2005; He and Li, 2011).

The second is that a significant presence of CSR of the company in the community creates a
favorable image of the same that strengthens the assessment of consumers on the behavior of
the company (Sen and Bhattacharya, 2001; Bhattacharya and Sen, 2003). Finally, it is almost
a consensus that the perception that the company is socially responsible, is one of the main
background to influence customer satisfaction (Luo and Bhattacharya, 2006; Mithas et al.,
2005).

4.3. CSR and Confidence

Reviewing literature is found that confidence is positively affected by CSR (Ball et al., 2004;
Kennedy et al., 2001; Swaen and Chumpitaz, 2008).

This responds to the perception -of clients- - that a company that is ethical and socially
responsible stimulates and strengthens the relationships based on confidence, which are
founded on the belief that all commitment actions among participants (stakeholders) will be
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credible beyond any legal or contractual restriction (Swaen and Chumpitaz, 2008; Morgan
and Hunt, 1994; Brown and Dacin, 1997).

What is more, Pivato et al. (2008, p. 5) argues that the creation of confidence in one of the
most important consequences of plans and actions of CSR; and even states that the effects on
the financial strength are a little further in terms of immediate impact (Martinez et. al, 2013).

5. Research Gap

From the literature review follows three important conclusions. The first is that corporate
social responsibility could have a positive impact on the reputation of the company (Ingram,
1978; Klassen and McLaughlin, 1996; Newgren et al. , 1985; Brown and Perry, 1994; Serious
and Waddock, 1997; Hill et. al. ,1991; Wright and Ferris, 1997; Bromiley and Marcus, 1989;
Moore, 2001 ). This finding is not only theoretical (between the different conceptual
approaches), but also empirical. However, it has been found that the researches in this field
are geared mainly to developed countries. This is important because it opens up a line of
research that involves the application of the theoretical framework of CSR and CR in
developing countries. It is expected that the results of such research will contribute to a better
understanding of the effects of CSR on the CR in other contexts other than their own in the
developed countries.

A second conclusion is that CSR not only has a direct effect on corporate reputation (Walsh
and Beatty, 2007; Boshoff, 2009; Bravo et al. , 2009b; Chen and Chen, 2009; Garcia de los
Salmones et al. , 2009; Walsh et al. , 2009a,b; Bravo et al. , 2010a, Hung, 2002; Walsh and
Wiedmann, 2004; Schwaiger, 2004; Helm, 2005; Fombrun et al. , 2000; Sen and
Bhattacharya, 2001; Martin et al. , 2006; De Quevedo et al. , 2007; Highhouse et al. , 2009);
but that it influences through trust and by means of customer satisfaction; that is to say it
takes two indirect effects ( Thorsten et al. , 2002; Walsh et al. , 2009; Yoon et al. , 2006; Ruiz,
2014; Roth and Bosener, 2015; Helm et al. , 2010, Walsh et al. , 2009b; Levesque and
McDougall, 1996 ). These variables (confidence and satisfaction) could be studied as
moderating variables of the relation CSR-corporate reputation.

A third conclusion is that out of the studies conducted is found the main reason why the
company maintains plans of CSR and improves its level of CR, is because both variables will
yield greater economic benefits (Ingram, 1978; Klassen and McLaughlin, 1996; Newgren et
al. , 1985; Brown and Perry, 1994; Graves and Waddock, 1997). In line with this, we have
found no studies that quantify the impact of CSR and CR on the benefits of the company or
the relationship between the two on the business benefits. The latter also represents a line of
future research.

6. Analysis of Data

6.1. The Study Sample

In Peru, according to the monetary authority (Banco Central de Reserva del Peru), the
financial intermediary is subdivided into two groups: [1] the societies of deposits, and [2] the
other financial firms. See graphic 5.

240

Corporate Social Responsibility

esus A. del Brio Gonzalez
J Application in Peruvian Banking System DOI: 10.19275/RSEPCONFERENCES054

Edmundo R. L. Bolarios and Its Relation with Corporate Reputation




RSEP International Conferences on Social Issues and Economic Studies ISBN: 978-605-307-447-2
2nd Multidisciplinary Conference, Madrid, SPAIN 2-4 November, 2016

WWW.rsepconferences. COIRx

Graphic 5. Classification of financial intermediaries (Peru)

Category Sub category Conforming entities

[1] Central Bank [1] Banking
[2] National Bank
[3] Agrobank

[4] Financial Companies
corporations [5] Credit And Savings Municipal

[2] Other Finance Companies
depository [6] Credit and Savings Rural
corporations Finance Companies
[7] Credit and savings
Cooperatives

Other financial [1] Entities for the development
of small business
[2] Financial leasing companies
[3] Development financer
[4] Housing development
[5] Insurance companies
[6] Private pension Funds

[7] Mutual Investment Funds

Source: Banco Central de Reserva del Pera (BCRP)

It is worth mentioning that the deposit companies and other financial firms altogether make
up the Peruvian financial system. In this investigation it is considered as study sample all the
financial intermediaries that belong to other deposit companies and the Edpymes.

The total number of companies considered amounts to 64, and its distribution can be seen in
the graphic 6: [7 companies belong to the banking sector, 12 companies to the municipal
savings, the same number to financial firms, 1 EDPYME (SME Businss Entities), to rural
banks and are considered the Banco de la Nacion and the Banco Agropecuario (Agrobank).
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Graphic 6. Sample of financial intermediaries

Banco Agropecuario (Agrobanco) 1

Banco de la Nacién 1

Entidades de Desarrollo de la Pequefa y 1

Microempresa (EDPYME)
Cajas rurales de ahorroy crédito (CRAC) 10
Cajas municipales (CM) 12
Empresas Financieras 12
Banca Muiltiple 17

Source: Superintendencia de Banca, Seguros y AFP (SBS)
6.2. Analysis of the Banking System

In this section is performed an analysis of correlations between the MERCO reputation
variable and the financial variables for the companies in the financial system. From this
analysis, described in graphic 7, appear the following propositions:

a. There is a positive correlation between the global capital ratio ° and the reputation;
this indicates that when banks have a higher capital cushion that will enable them to
face potential contingencies, then the economic agents perceive that the bank has
solvency and thereby strengthens its corporate reputation.

b. There is a negative correlation between indicators of deteriorating loan portfolio
quality and corporate reputation. In particular, it is noted that if a bank presents
defaults on their credits in foreign currency (foreign currency overdue credits / foreign
currency Direct credits), then their reputation will be negatively affected. This
indicates that economic agents valued a bank whose placements (credits) are oriented
to sectors with low credit delinquencies, which will strengthen the corporate
reputation.

c. There is a positive correlation between the profitability and the corporate reputation.
This is observed in the correlation of 55% on average for three years (2012 to 2014)
which represents the Annualized Net Income ratio / Average Equity with the
reputation measured by MERCO. This suggests that stakeholders value that a bank
yield profits, which moves positively to its reputation.

*Measured as the effective equity between risk-weighted credit assets and contingencies,. operational and market
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Graphic 7. Correlations between the MERCO reputation variable and the financial variables for companies in
the available financial system

00 030U

SOLVENCY

Global Capital Ratio (to 31/12/2012) -28% 76% 39%
Total liabilities / Capital and Reserves (No. of times) 60% 46% 61%
ASSET QUALITY

Backward credits / Direct credits 6% 42% 20%
Backward credits MN/ Direct credits MN 57% 69% 53%
Backward credits ME / Direct credits ME -83% -77% -26%
Refinanced and Restructured loans/ Direct Credits -49% -28% -6%
Provisions / Backward credits -30% -46% -17%
EFFICIENCY AND MANAGEMENT

Productive average annualized costs / Asset Management -30% -30% -28%
Operating Expenses / Total Net Interest Income -35% -58% -80%
Financial income / Total Revenue -54% -14% 71%
Annualized Interest Income / Productive Assets Promodio -5% 43% 72%
Direct / Personal loans (In thousand soles) -28% -36% -44%
Deposits / Office Number (In thousand soles) -12% -56% -61%
PROFITABILITY

Annualized net profit / Average Equity 41% 55% 68%
Annualized net profit / average assets 6% 37% 64%
LiQuipiTy

Liquidity Ratio M.N. (Average balances of the month) -56% 60% -49%
Liquidity Ratio M. E. (Average balances of the month) -34% -85% -62%
Cash and Banks M.N. / Obligations of the Vista M.N. (No. of times) -30% 79% 57%
Cash and Banks M. E. / Obligations of the Vista M.E. (No. of times) -66% 37% 13%

Source: Superintendent of Banking, Insurance and AFP (SBS) & MERCO

Elaboration: Own
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Annex 1. A
In this annex are detailed companies in the financial system considered within the study
sample.

Multiple Banking ‘ 17
Banco Continental ( BBVA)
Banco del Comercio

Banco de Crédito del Peru (BCP)

Banco Financiero

Banco Interamericano de Finanzas
Scotiabank Peru

Citibank
Interbank

Mibanco

Banco GNB

HSBC Bank Peru
Banco Falabella Peru

Bank Ripley

Banco Azteca Peru
Deutsche Bank Peru
Banco Cencosud
Banco ICBC
Financial Firms ‘ 12
Crediscotia Financiera
Financiera TFC S.A.
Financiera Edyficar
Compartamos Financiera
Financial Confianza
Financiera Efectiva
Financiera Qapaq
Financiera UNO
Amérika Financiera
Mitsui Auto Finance
Financiera Proempresa
Financiera Nueva Vision

Municipal Savings ‘ 12
CMAC Arequipa
CMAC Cusco

CMAC Del Santa
CMAC Huancayo
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CMAC Ica
CMAC Maynas
CMAC Paita
CMAC Piura
CMAC Sullana
CMAC Tacna
CMAC Tryjillo
CMCP Lima
Rural Savings and Credit ‘ 10
CRAC Cajamarca

CRAC Chavin

CRAC Sipan

CRAC Libertadores Ayacucho

CRAC Los Andes

CRAC Prymera

CRAC Credinka

CRAC Senor de Luren

CRAC Incasur

CRAC del Centro

Development Entities of Small Business and

Microenterprise 11
Alternativa

Acceso Crediticio
Credivision

Marcimex

Raiz

Solidaridad

Micasita

Credijet

Inversiones La Cruz
BBVA Consumer Finance
GMG

Banco de 1a Nacion

Banco Agropecuario (Agrobanco)

Source: Superintendencia de Banca y Seguros.
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