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ABSTRACT

This study examines the impact of Corporate Social Responsibility (CSR) initiatives of Mul-
tinational Enterprises (MNES) on purchase intentions of Sri Lankan consumers. An online
self-administered questionnaire was sent to 183 consumers of MNE products in Sri Lanka to
obtain responses, while statistical techniques in the form of correlation analysis, the Sobel
test, and the moderator regression analysis were used in the data analyses.Out of the three
hypotheses established, H1 and H2 were accepted while H3 was rejected. In other words,
sufficient evidence was established to accept a positive relationship between CSR initiatives
of MNEs and consumer purchase intentions, and also consumer awareness mediated the
above relationship. However, there was insufficient evidence to accept that consumer ethno-
centrism moderated the relationship between consumer awareness of CSR and consumer
purchase intentions.

The study helps to advance the Theory of Social Identity, which underpins the study, while
also advancing the constructs of CSR, consumer awareness of CSR, consumer ethnocen-
trism, and consumer purchase intentions by attempting to extend related literature that has
used this theory and variables. MNEs in Sri Lanka engage in a surfeit of CSR initiatives,
with rather limited knowledge of its impact. Therefore, the study has implications for man-
agers of MNEs to aid in understandingthe attitudes and awareness of CSR of Sri Lankan
consumers so that they can use CSR as a strategic tool in their marketing activities.

Keywords:Corporate Social Responsibility, Consumer Ethnocentrism, Consumer Aware-
ness, Purchase Intentions, Social Identity Theory.
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INTRODUCTION
Background of the Study

With the increase in globalization, prod-
ucts are not confined only to their coun-
tries of origin (Gonzélez-Cabrera &
Trelles-Arteaga, 2021), and consumers
have increased exposure to countless
foreign products (Klein et al., 1998). Fur-
thermore, the expansion of international
trade has increased the number of foreign
companies operating in emerging econo-
mies (Kumar et al., 2011). In addition to
this, customers and other stakeholders are
pushing companies to be socially respon-
sible. Successful companies are the ones
that take into account the demands of
stakeholders. This has resulted in compa-
nies paying more attention to being so-
cially responsible, in addition to being
profitable (Gigauri, 2012).

Wijayasinghe and Sachitra (2021) state
the fact that Sri Lanka, as an emerging
economy, has seen an upsurge in Foreign
Direct Investments (FDI) and the arrival
of MNEs in recent times. However, it
was also said that although MNEs con-
tribute to creating employment, it is a
known fact that MNEs invest in develop-
ing countries like Sri Lanka to take ad-
vantage of its cheap labor. This study
mentions that MNEs in Sri Lanka have
attempted to increase the living standard
of the rural society while trying to en-
hance their reputation.

The corporate culture of Sri Lanka has
always considered CSR initiatives for
decades, and increased importance has
been given to this area over the last 10 to
20 years (Charindra, 2020). However, it
is said that the intention of engaging in
CSR is not clear and is said to be fol-
lowed with a feeling of guilt or to follow
trends. Charindra (2020) states that com-
panies in Sri Lanka spent millions in the
past on CSR projects to try and give a
positive impression to society,but have
created minimal social impact. However,
this trend is now changing to create a
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positive impact on society, rather than
just spending on CSR initiatives (Charin-
dra, 2020).

MNEs operating in Sri Lanka have com-
mitted significant amounts amidst the
COVID-19 pandemic with Unilever Sri
Lanka vowing Rs. 35 million for relief
efforts (Daily Mirror, 2020), while Nestle
Sri Lanka has donated Rs. 50 million
worth of Personal Protective Equipment
(PPE), food, and beverages (Daily FT,
2020), and Coca-Cola Sri Lanka has con-
tributed an amount of Rs. 130 million in
response to the pandemic (Daily Mirror,
2020). Additionally, MNEs in Sri Lanka
tend to engage in CSR activities from
uplifting livelihoods, engaging in career
development programmes, sponsoring
school events, etc. (Nestlé, 2024; Unile-
ver Sri Lanka, 2024). Nevertheless, Fer-
nando and Lawrence (2015) emphasized
the fact that the CSR practices of compa-
nies in Sri Lanka are significantly lower
when compared to developed countries
like New Zealand, and the fact thatthere
is quite a difference between the amount
and type of CSR activities conducted in
Sri Lanka and developed countries like
New Zealand. Similar to Charindra
(2020), this study also points out the fact
that Sri Lankan culture also plays a major
role in determining the CSR initiatives in
Sri Lankan companies, while these pro-
jects mainly focus on areas where they
can obtain short-term returns or savings.

Abeynayakeet al. (2015) state the fact
that Sri Lankan consumers are quite un-
aware ofcompanies’ CSR initiatives, alt-
hough they expressed interest and sup-
port towards those initiatives. It was also
emphasized that CSR was not a main
factor when consumers intended to pur-
chase products, which may be due to the
low disposable income of the population.
However, consumers may place im-
portance on CSR initiatives of companies
where the price and quality of a product
are the same, and therefore, CSR activi-
ties could prove to be vital for companies
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operating in  competitive industries
(Abeynayake et al., 2015).

Moreover, in paying attention to the con-
cept of consumer ethnocentrism, Silili
and Karunarathna (2014) have found a
positive relationship between consumer
ethnocentrism in Sri Lankan consumers
and purchase intentions of domestic
products. Consumer ethnocentrism refers
to the preference of consumers to pur-
chase domestic products over foreign
products (Shimp & Sharma, 1987).
Hence, given that most Sri Lankan con-
sumers tend to be unaware of the CSR
practices of MNEs (Abeynayake et al.,
2015), it would be interesting to investi-
gate whether consumer ethnocentrism
would have a significant influence on the
relationship between CSR practices of
MNEs and the purchase intention of con-
sumers.

Research Problem

With the increase in challenges faced by
people in society, consumers are pushing
companies to solve these social problems,
and therefore this is an opportunity for
companies to be socially responsible by
not only maximizing profits but also by
solving problems faced by society (Mar-
quina & Morales, 2008). Therefore, with
the increase in resources committed to
CSR efforts, companies are now focusing
on formulating, implementing, and meas-
uring the returns obtained through CSR
efforts (Bhattacharya & Sen, 2004).

Gigauri (2012) mentions that consumers
in developing countries do not push com-
panies to engage in CSR, and are general-
ly unaware. It is said that MNEs invest
huge amounts in CSR initiatives, and it is
therefore worthwhile investigating if con-
sumers are aware of CSR initiatives of
MNEs to positively impact their purchase
intentions. Therefore, it is imperative to
see if the efforts of MNEs are worthwhile
(Gigauri, 2012). MNEs tend to expect a
positive outcome by engaging in CSR
activities (Bhattacharya & Sen, 2004).
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However, this expectation of higher pur-
chase intentions due to CSR might be
disrupted if consumers are unaware of
them, and even if consumers are aware of
CSR initiatives, this might further be
influenced by their ethnocentric tenden-
cies, as most studies have found that eth-
nocentric consumers are inclined to pur-
chase local products over foreign ones
(Salman & Naeem, 2015).

Therefore, it appears that there are only a
few studies have been conducted con-
cerning the impact of CSR on consumer
purchase intention around the world
(Chaudhary & Ali, 2016), while no study
seems to have focused on the impact of
CSR on purchase intentions of consumers
with the moderating effect of consumer
ethnocentrism. Accordingly, one can ask
the question, “What is the impact of CSR
on consumer purchase intentions with the
moderating effect of consumer ethnocen-
trism in the Sri Lankan context”.

Research Questions

1. What is the impact of Corporate
Social Responsibility initiatives
of Multinational Enterprises on
the purchase intention of con-
sumers?

2. What is the mediating effect of
consumer awareness in the rela-
tionship between Corporate So-
cial Responsibility initiatives of
Multinational Enterprises and
consumer purchase intentions?

3. What is the moderating effect of
consumer ethnocentrism in the
relationship between consumer
awareness of Corporate Social
Responsibility  initiatives  of
Multinational Enterprises and
consumer purchase intentions?
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LITERATURE REVIEW

Purchase Intention

According to Spears and Singh (2004),
purchase intentions refer to an individu-
al’s conscious plan to make an effort to
purchase a brand. Purchase intention can
predetermine the likelihood of consumers
choosing to purchase products (Khan et
al., 2021).

Purchase intentions have often been re-
lated to Corporate Social responsibility,
for instance, Chaudhary and Ali (2016)
mentioned that there is a positive rela-
tionship between CSR initiatives and
consumer purchase intentions. Similarly,
Gigauri (2012) went on to say that the
majority of Georgian consumers took
into account the CSR initiatives of com-
panies, while many of them boycotted
products of socially irresponsible compa-
nies, and would even pay more for prod-
ucts of socially responsible companies.
On the other hand, Mohr et al. (2011)
mentioned that socially responsible con-
sumer behaviour is quite low as they fo-
cus mainly on traditional purchasing cri-
teria such as price, quality, and conven-
ience, rather than looking into what so-
cially responsible initiatives these firms
carry out. This might be especially rele-
vant for developing countries Gigauri,
2012) such as Sri Lanka. Furthermore,
Bhattacharya and Sen (2004) emphasised
this fact by stating that some consumers
go to the extent of boycotting products of
companies who use CSR efforts that
harm the products' fundamental features
like price, and quality. Nevertheless,
there are also related Sri Lankan studies
that focus on MNEs using philanthropy-
related CSR in the Sri Lankan context,
for example, Weerasekera (2021) men-
tions that it is recommended to engage in
CSR when consumers need it the most
i.e., times of disaster, to signal that com-
panies are ready to lend their support to
the community. However, the same study
also stated that consumers who strongly
care about society are even willing to

45| Page

switch over,to products from firms that
engage in social initiatives.

Therefore, this study has attempted to
investigate the relationship between Cor-
porate Social Responsibility initiatives of
MNEs and the purchase intention of con-
sumers by being in line with most related
studies.

Social Identity Theory

This study is based on the Social Identity
Theory that was presented by Tajfel
(1974) and will also be useful in the de-
velopment of the research hypotheses
that have been proposed in the study.
According to Ma et al. (2021), this theory
states that individuals could be emotion-
ally attached to a group and in turn could
identify a sense of belongingness to that
group. According to Zeugner-Roth et al.
(2015), the Social Identity Theory
(Tajfel, 1974), studies the relationship an
individual has with a group, and the rea-
sons for this relationship. Tajfel (1974)
stated that this identity towards a social
group arises from the fact that the indi-
vidual knows that he/she is part of a
group, and has some emotional connec-
tion with the group.

Individuals attempt to maintain a positive
social identity through positive distinc-
tions between the group that he/she is
part of, and which he/she is not (Hogg,
2006, as cited in Zeugner-Roth et al.,
2015). The individuals consider his/her
“in-group” as the group that he/she is
identified with, while all other groups are
considered as ‘“out-groups” (Turner,
2010, as cited in Zeugner-Roth et al.,
2015). According to Zeugner-Roth et al.
(2015), studies conducted in the past
have identified that even the smallest of
differences (like the preference for a par-
ticular color)could impact to the crea-
tionof different social groups.

The theory of Social Identity is relevant
to this study as consumers may have eth-
ical and social values that may attach
them to a company following CSR initia-
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tives. These initiatives may ignite their
self-esteem and consequently make them
identify with the company. This in turn
may develop loyalty, and support towards
such businesses in the form of their pur-
chasing behaviour. This theory has been
widely used in that have analyzed con-
sumer behaviour studies (Akbarov, 2021;
Cheah et al., 2016; Shankarmahesh,
2006; Zeugner-Roth et al., 2015) and
therefore, underpins the current study as
well. Moreover, related studies such as
Ma et al. (2021), have adopted the social
identity theory as the main theoretical
framework. Therefore, by being in line
with such related studies, the current
study has also considered social identity
theory as the main theory.

Consumer Awareness

Bhattacharya and Sen (2004) mentioned
that the induction of positive behaviours
from customers through CSR requires
them to be aware of the company's CSR
initiatives, as consumers may evaluate
products using the information that they
consumer is aware of (Brown & Dacin,
1997). Furthermore, Bianchi et al. (2017)
found that perceived CSR had a sizeable
impact on purchase intentions. This find-
ing confirms how important it is to com-
municate and make consumers aware of
the CSR initiatives undertaken by the
company. CSR when communicated to
the consumers will not only act as a stra-
tegic tool but also help to develop brand
image, customer satisfaction, and loyalty
all of which can influence a positive reac-
tion toward purchase intention, which
canultimately lead to positive purchase
decisions (Bianchi et al., 2017).

Sharma et al. (2018) also revealed that if
consumers were aware of a company’s
CSR activities, they would be more likely
to choose the firm's products over others.
Therefore, the study mentioned that or-
ganizations may be able to develop their
brands through the communication of
their CSR initiatives, and that would ul-
timately lead to the maximization of prof-
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its. Sharma et al. (2018) also stated that
one of the most influential variables
about CSR’s impact on purchasing be-
haviour, was consumer awareness. There-
fore, managers must take measures to
arouse the moral values of consumers
while educating them and making them
aware of the CSR initiatives undertaken.
Accordingly, it appears that the aware-
ness held by consumers about CSR initia-
tives is important for it to effect on the
purchase intentions

Consumer Ethnocentrism

‘Ethnocentrism’ was a sociological con-
cept that was introduced by Sumner in
1906. According to Sumner, ethnocen-
trism was where a group of people
viewed everything with their group as the
focal point, with others were viewed in
comparison to them, while the group in
consideration had pride in themselves
and the other group was looked down
upon (Sumner, 1907). Bizumic (2018)
stated that it is a misapprehension that
causes ethnocentric parties to believe that
their culture is of a higher status than
other cultures. This concept was adapted
to introduce the concept of ‘consumer
ethnocentrism’ which is related to the
morality concerning the consumption of
domestic and foreign products (Shimp &
Sharma, 1987). Shimp and Sharma
(1987) were also the pioneers in devising
a tool to measure the -ethnocentric
tendencies of consumers in their decision
to purchase domestic or foreign goods.

Shimp and Sharma (1987) further em-
phasized the fact that consumers with
ethnocentric tendencies have a habit of
rejecting foreign goods as they believe it
will be detrimental to the domestic econ-
omy and will also cause unemployment.
Conversely, the study stated that non-
ethnocentric consumers evaluate products
without any bias as to the Country of
Origin (COO). According to Abdalrah-
man et al. (2018), highly ethnocentric
consumers tend to purchase and support
domestic products while rejecting foreign
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ones as they believe they have a sense of
duty toward their nation to support its
economy. However, it was also men-
tioned that this was only applicable when
the product category had available do-
mestic alternatives to foreign products.
Highly ethnocentric consumers were
even found to reject foreign goods even
though they were of higher quality when
compared to domestic alternatives (de
Nisco, 2016).

Although consumer ethnocentrism is
mostly seen in developed countries (Ren-
ko, et al., 2012), there are studies (Nadiri
& Tumer, 2011;Salman & Naeem, 2015)
that confirm the existence of ethnocentric
tendencies in developing countries as
well. These ethnocentric tendencies ob-
served in developing economies could
change (Abdalrahaman et al., 2011), es-
pecially as a result of increased globaliza-
tion (Gonzéalez-Cabrera &  Trelles-
Arteaga, 2021). Akbarov (2021) also
stated that the ethnocentric tendencies of
consumers changed across product cate-
gories, from each country of origin, and
from time to time.

Furthermore, it is worth noting that con-
sumer ethnocentric tendencies vary ac-
cording to demographic characteristics as
well. Demographic variables such as age,
gender, education, and income level are
some variables that are mostly used in
analysis of consumer ethnocentrism
(Muchandiona et al., 2021). In this re-
gard, ethnocentric tendencies were found
to be highest in older consumers
(Abdalrahaman et al., 2018;Bizumic,
2018). Watson and Wright (2000) found
out that high ethnocentric levels were
found in females, older, and less educated
respondents. This finding is similar to the
findings of Muchandiona et al. (2021).
Sharma et al. (1995) also attested to the
fact that there is a negative relationship
between consumer ethnocentrism levels
and income, as well as education. How-
ever, Sililiand Karunarathna’s (2014)
study found that Sri Lankan males exhibit
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a higher ethnocentric tendency when pur-
chasing domestic products when com-
pared to females.

On a similar note, Vuoung and Giao
(2019), have found the moderating effect
of consumer ethnocentrism between per-
ceived brand globalness and consumer
purchase intention. Hence, the current
study has also considered consumer eth-
nocentrism as a moderator on the rela-
tionship between CSR initiatives of
MNEs and the purchase intention of con-
sumers.

Corporate Social Responsibility

Carrol (1991) was the pioneer in intro-
ducing the concept of CorporateSocial
Responsibility (CSR). He introduced a
pyramid-shaped structure with economic,
legal, ethical, and philanthropical dimen-
sions. In addition to the dimensions
above, the environmental dimension is
also gaining increasing attention of cus-
tomers as they believe that companies
should engage in environmentally friend-
ly practices (Sardianou et al., 2012).

Amini and Beinstock (2014) emphasized
the fact that the companies that integrate
CSR into their business are the most ad-
vanced companies, whichcould be be-
cause companies are paying attention to
the demands of stakeholders, as satisfy-
ing them ultimately determines the suc-
cess or failure of companies. This is em-
phasized through the United Nations
(UN) Global Compact — Accenture Chief
Executive Officer(CEQ) Study, where 93
percent of the participating 766 CEQ’s
have mentioned that CSR was a critical
success factor for their firms (Cheng et
al., 2011). The importance of incorporat-
ing CSR activities is evident by the fact
that 90 percent of the Fortune-500 com-
panies engaged in CSR initiatives (Luo &
Bhattacharya, 2006). It was also pointed
out by Sharma et al. (2018) that the most
profitable companies would be the ones
that are sustainable, as consumers would
be willing to spend on products of com-
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panies engaging in sustainable practices
with the intention of giving back to socie-

ty.

Mohr et al. (2001) stated that there was a
significant proportion of customers who
were concerned with the CSR initiatives
that a company undertakes when making
purchasing and investing decisions. In
addition, this study stated that businesses
can achieve their objectives simultane-
ously while being philanthropical. There-
fore, companies should take care to un-
derstand what customers expect from
them, and engage in CSR with pure in-
tentions to give back to society, while not
compromising key product cues to initi-
ate a successful CSR policy (Mohr etal.,
2001).

Hypotheses Development

The Theory of Social Identity (Tajfel,
1982) has been widely incorporated in
many scholarly articles when explaining
the behavior of consumers with organiza-
tions that engage in CSR initiatives (Ma
et al., 2021). CSR leads to consumers
identifying with the company engaging in
CSR, which ultimately leads to positive
behavioural actions (Sen & Bhattacharya,
2004). Adding to this fact, Liiand Lee
(2011) also stated the fact that the strate-
gic management of the social identity of
a company may cause consumers to iden-
tify with the company, and in turn inspire
positive behaviour in terms of purchases.
Accordingly, the following hypothesis
has been proposed;H1: There is a positive
relationship between CSR and consumer
purchase intention.

Ma et al. (2021) stated that one reason
companies engage in CSR initiatives is to
grab the attention of consumers, and in
line with the Social Identity Theory, con-
sumers being engaged and aware of the
company's CSR activities helps spread
good word about the company while de-
veloping a positive perception among
consumers. This study also stated that as
consumers identify with the company,
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they begin to back the company and give
their support. Sen and Bhattacharya
(2004) noted that consumer awareness is
essential to invoke positive behaviors and
reactions to CSR, and therefore the fol-
lowing hypothesis has been proposed;H2:
Consumer awareness mediates the rela-
tionship between CSR and consumer
purchase intentions

According to Bizumic (2018), one of the
fundamental social identities that have
been present for a long time is “ethnici-
ty”. “Ethnicity” can be regarded as a sig-
nificant social identity as it satisfies fun-
damental emotional needs (McCauley,
2008, as cited by Bizumic, 2018), and
also because it has evolved over a long
period over generations (Rushton, 2005).
Moreover, the concepts of ethnocentrism
(Bizumic, 2018), and consumer ethno-
centrism (Huang et al., 2010), originate
through the social identity created
through “ethnicity”. According to Bi-
zumic (2008), with the evolution of man-
kind, people have developed a mindset in
which they consider their “in-group” su-
perior when compared with the “out-
groups”, and consumer ethnocentrism
will reinforce the notion of ethnocen-
trism, whereby individuals will prefer
products of their “ingroup” (home coun-
try) over products of “out-groups” (for-
eign countries). Therefore, consumer
ethnocentrism will be positively related
to the purchase of domestic products
(Salman & Naeem, 2015), and will be
negatively related to the purchase of for-
eign products (Cheah et al., 2016) as the
purchase of foreign products might be
detrimental to the local economy (Shimp
& Sharma, 1987). Therefore, in the con-
text of this study, consumer ethnocen-
trism may moderate the relationship be-
tween CSR initiatives of MNEs and con-
sumer purchase intentions of MNE prod-
ucts (foreign products), as it can nega-
tively affect this relationship. Consider-
ing the above facts and findings, the fol-
lowing hypothesis has been proposed;H3:
Consumer ethnocentrism moderates the
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relationship between CSR initiatives of
MNEs and consumer purchase intention
of MNEs products. Therefore, the rela-
tionships which are elaborated under
these hypotheses can be illustrated in
Figure 1.

CSR initiatives Ehmsumer: | :’uu’hfnc
Ave | ntention

Figure 1: Conceptual Framework

RESEARCH METHODOLOGY

This study hasadopteda quantitative
methodology based on positivist episte-
mology. Accordingly, an online self-
administered questionnaire was distribut-
ed among a convenience sample of 183
consumers above the age of 18 years. The
sample, sample size, and convenience
sampling method of the current study can
be aligned with similar studies that have
been conducted in Sri Lanka (Karunarat-
ne & Wanninayake, 2019; Silili &
Karunarathna, 2014). Further conven-
ience sampling is frequently used in con-
sumer behaviour related studies (Safeer
et al., 2020)As justified in the introduc-
tion and literature review sections, con-
sumer awareness is identified as a medi-
ating variable similar to Surainto et al.
(2020), while consumer ethnocentrism
has been considered as a moderating var-
iable (Teng, 2020). Further in operation-
alising the variables of the current study,
items in the questionnaire were adopted
from Singh et al. (2007), for ‘Purchase
Intention’ (the dependent variable), items
relating to ‘Consumer Awareness’ (medi-
ating variable)were adopted from Rous-
seau and Venter (1995), while ‘Consumer
Ethnocentrism”  (moderating variable)
related items were adopted from Sharma
(2015) and ‘Corporate Social Responsi-
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bility” (independent variable) related
items were adopted from Maignan
(2001). All items in the questionnaire
except the demographic variables were
measured using a seven-point Likert
Scale, with 1 being “strongly disagree”, 2
being “disagree”, 3 being “slightly disa-
gree”, 4 being “neither agree nor disa-
gree”, 5 being “slightly agree”, 6 being
“agree”, and 7 being “strongly agree”.

DATA ANALYSIS
Data Profile

After sharing the questionnaire, 185 re-
sponses were received, however, after
removing missing data as part of the data
cleaning process, only 183 responses
were considered. Thequestionnaire was
shared based on a convenience sampling
method whilst taking care to obtain re-
sponses without any bias of gender, age,
income, and education. Table 1 presents
the attributes of the respondents.

Table 1:Sample Attributes

Attribute  Detail Frequency
Gender Male 91

Female 92
Age 1810 24 70

2510 39 52

40 to 54 54

55 and above 17

Income Less than 32
17133 -
17133 0
35000 58
35001 0
79000 86

Above 79000
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Education Ordinary Lev- 2

el 1
Advanced

Level 95
Undergraduate 55
Graduate 60

Post graduate

Table 2: Cronbach Alpha - Reliability
Tests

Multivariate Assumptions

In considering the multivariate assump-
tions of normality, homoscedasticity, and
multicollinearity, all coefficients of
skewness and kurtosis are less than 1
which indicates normality (Klein, 2005).
Next, in terms of measuring homoscedas-
ticity, the residuals are randomly distrib-
uted without having a systematic pattern
with an equal spread of residuals around
the 0 point. Therefore, residuals are not
powerful and there is no heteroscedastici-
ty. Finally, in terms of multicollinearity,
the Collinearity statistics indicate that
there is no multicollinearity problem and
independent variables are not highly or
perfectly correlated, as the VIF are all
less than 10.

Reliability

This study has incorporated existing
scales to be used in the survey. Although
this study has used existing scales, there
is an expectation to report the reliability
of the scales used in the study (lacobucci
& Duhachek, 2003). For the purpose of
testing the internal consistency and relia-
bility of the summed-up scales, the re-
searcher has considered Cronbach’s Al-
pha, which is the most popular method of
reliability  analysis  (lacobucci &
Duhachek, 2003). The results of the
Cronbach Alpha test are given in Table2.
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Variable Cronbach’s  Number
Alpha of Items
Purchase In- 0.871 5
tention 0.882 7
Awmeness | 0%8L 28
Consumer 0.936 16

Ethnocentrism

Corporate So-
cial Responsi-
bility

The Cronbach’s Alpha value for the scale
employed to test purchase intentions have
yielded a value of 0.871, while the con-
sumer awareness scale, consumer ethno-
centrism scale, and Corporate Social Re-
sponsibility scale have scores of 0.882,
0.931, and 0.936 respectively. A
Cronbach’s Alpha value of 0.7 is consid-
ered to be sufficient to guarantee the in-
ternal consistency of summed-up scales
used in the study (Nunnally, 1978). Op-
erationalization of variables has been
carried out with the use of a 7-point Lik-
ert scale. As there is internal consistency
in all scale items, no items have been
dropped.

Validity of the Regression Model

The effect of individual factors on pur-
chase intention has been tested through
the application of the Classical Linear
Regression Model (CLRM). Table 3 pro-
vides the results of the model summaries.
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Table 3: Model Summaries - Factors
Affecting Purchase Intentions

Model R R Adjust- Std. Dur-
Squar ed R Error bin-
e Square of the Wat-
Esti- son
mate
1 .6 .399 .389 5134 2.14
32 4 4

Note. Predictor variables include CSR, CE, and CA
against Dependent variable PI.

According to the model summaries given
in Table 4, the coefficient of determina-
tion (R Square) is 0.399. This indicates
the proportion of the dependent variable
(purchase intention) explained by the
regression model (Nagelkerke, 1991).
The Rsquared statistic is useful to deter-
mine the effectiveness of the multiple
regression model, and a value of over 0.3
is considered to be sufficient (Freund &
Wilson, 2003). Thus, this model is effec-
tive as the R squared value is 0.399.
Freund and Wilson (2003) also point out
that the R squared value may be overval-
ued if there are a smaller number of ob-
servations and a high number of inde-
pendent variables, and therefore the ad-
justed R squared value should also be
taken into account when determining the
effectiveness of the regression model.
However, there is not much of a differ-
ence between the R squared and adjusted
R squared values. This suggests that no
unnecessary independent variables have
been included, and 38.9% of the variation
in purchase intentions have been ex-
plained by the model.

The multiple correlation coefficient is
used to evaluate the degree to which the
dependent variable predicts the depend-
ent variable (Abdi, 2007). The multiple
correlation is 0.632, and thus indicates
how the independent variables jointly
correlate with purchase intentions. As the
value is 0.632, the CSR, consumer
awareness, and consumer ethnocentrism
variables jointly correlate with the pur-
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chase intention variable. As all these var-
iables are jointly related, no variable is
skipped in the analysis.

The results of the regressions ANOVA
are given in Table4.6. The probability of
the F statistic is 0.000. This means that it
is highly significant and the regression
model is jointly highly significant, and is
therefore an appropriate model. The vari-
ables, CSR, consumer awareness, and
consumer ethnocentrism, jointly affect
the purchase intention variable. In addi-
tion to this, the Durbin Watson Statistic is
2.144, and hence the residuals are inde-
pendent, as the value is between 1,5 and
2.5.

Table 4: Regressions ANOVA

Model Sum d Mea F Sig.

of f n

Squa Squa

res re
Re- 31.3 3 104 39. .000
gres- 01 34 579

sion

Resid- 471 1 .264

ual 88 7
9

Total 78.4 1
89 8

2

Note. Predictor variables CSR, CA , and
CE have been presented against de-
pendent variable Pl
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The effect of individual variables on the
dependent variable is given in the Table 5

Table 5: Coefficients- Individual’s Ef-
fect

Model Unstand- Stand t Sig.
ardized ardiz
Coeffi- ed
cients Coef-
fi-
cients
B St Beta
d.
Er
ro
r
(Con- 1.9 4 4.324 .000
stant) 71 56
CA .40 .0 475 7.578 .000
0 53
CE - .0 -.056 -.963 337
.04 46
4
CSR 31 .0 .270 4.296 .000
2 73

Note. Dependent variable PI

The probability of consumer awareness is
also highly significant as the significance
value is 0.000. The individual Beta value
is 0.400. Therefore, consumer awareness
also has a highly significant positive ef-
fect on purchase intention. However,
consumer ethnocentrism is individually
insignificant as the significance value is
0.337, but has a joint influence with other
variables.

According to the standardized coeffi-
cients of Beta (B), researcher ordered the
effect of these variables. Consumer
awareness is the most influential factor as
it has the highest absolute standardized
beta coefficient of 0.400. The second
most influential factor is the CSR varia-
ble which has a beta coefficient of 0.312.
The least influential is consumer ethno-
centrism with a beta coefficient of -0.044.
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Hypotheses Testing

This section analyses the research hy-
potheses that have been proposed in the
study to accomplish the research objec-
tives of determining whether there is an
impact of CSR initiatives of MNEs on
the purchase intentions of consumers,
examine whether there is a mediating
effect of consumer awareness in the rela-
tionship between Corporate Social Re-
sponsibility initiatives of Multinational
Enterprises and consumer purchase inten-
tions, and to ascertain whether consumer
ethnocentrism moderates the relationship
between consumer awareness of CSR
initiatives of MNEs and consumer pur-
chase intentions. The three hypotheses
have been tested with the use of Correla-
tion Analysis, the Sobel Test, and the
Moderator Regression Analysis respec-
tively, and are presented below.

Positive relationship between CSR and
consumer purchase intention

The researcher has analyzed the relation-
ship between CSR and purchase inten-
tionsas shown in Table 6, with the use of
Pearson’s Correlation Analysis.

Table 6: Correlations Analysis — Rela-
tionship Between Purchase Intention
and Other Variables

Pl

CA Pearson Correla-  .579**

tion

Sig. (2-tailed) .000

N 183
CE Pearson Correla-  -.042

tion

Sig. (2-tailed) 574

N 183
CSR Pearson Correla- ~ .448**

tion

Sig. (2-tailed) .000

N 183

Note. ™ indicates significance at p=0.000
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The correlation coefficient provides an
inference about the strength of two varia-
bles (Freund & Wilson, 2003). According
to the Correlation Analysis, the coeffi-
cient of correlation of these two varia-
bles, is 0.448, which indicates that there
is a highly significant, positive, and mod-
erate relationship between CSR and pur-
chase intentions. The probability of a
relationship between purchase intention
and CSR is 0.000. therefore, this relation-
ship is highly significant as the probabil-
ity is less than 1%. This suggests that the
increase in CSR initiatives of MNESs in-
creases consumer purchase intentions.
Therefore, we can accept the first re-
search hypothesis; H1: There is a positive
relationship between CSR and consumer
purchase intention.

Consumer Awareness Mediates the Re-
lationship Between CSR and Consumer
Purchase Intentions

A variable is said to“function as a media-
tor to the extent that it accounts for the
relation between the predictor and the
criterion” (Barron and Kenny, 1986,
p.1176). The mediating effect of con-
sumer awareness on the relationship be-
tween CSR and consumer purchase inten-
tions has been analyzed with the use of
the Sobel Test, as this is a popular meth-
od of testing mediation effects (Koopman
et al, 2014). Table 7 shows the evalua-
tion of the significance of the relationship
between CSR and purchase intentions
using simple regression. Consequently,
the Sobel Test was carried out.
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Table 7: Effect of CSR on Purchase
Intention

Model Unstand- Stand- t Sig.
ardized ardized
Coeffi- Coeffi-
cients cients

B Std. Beta

Er-
ror
1 2. AT2 6.043  .000
(Con- 8
stant) 5 A48
0
CSR 5 .077 6.748  .000
1
8

Note. Dependent Variable PI

As there was a highly significant rela-
tionship between the two variables, fur-
ther simple regression analyses were car-
ried out to determine the beta values and
standard errors of the relationships be-
tween CSR and consumer awareness as
depicted by table 4.10, and consumer
awareness and purchase intentions as
depicted by the Table8.

Table 8: Effect of CSR on Consumer
Awareness

Mod Unstandard- ~ Stand- t Sig.
el ized Coeffi-  ardize
cients d
Coef-
fi-
cients
B Std Beta
Er-
ror
1 2.53 .57 43 .000
(Con 2 9 72
stant) 382
CSR 524 .09 55 .000
4 65

Note. Dependent Variable CA



Table 9:Effect of Consumer Awareness
on Purchase Intention
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Table 10: Effect of Consumer Aware-
ness on Purchase Intention

Model Unstand- Stand-  t Sig.
ardized ardize
Coeffi- d
cients Coef-
fi-
cients
B Std. Beta
Error
1 3. .296 10. .000
(Con- 2 895
stant) 2 579
1
CSR 4 .051 9.5 .000
8 56
8

Model Unstandard- Stand- t Sig.
ized Coeffi- ardized
cients Coeffi-
cients
B Std. Beta
Error
1 (Con- 3. .296 10.8 .000
stant) 22 95
1 579
CSR 4 .051 9.55 .000
88 6

Note. Dependent Variable Pl

The Sobel Test returned a value of 4.817.
This value falls under the rejection region
according to the normal distribution un-
der 5% confidence. Therefore, H2: Con-
sumer awareness mediates the relation-
ship between CSR and consumer pur-
chase intentions, and is accepted.

Further analyses were carried out to de-
termine if the mediating effect identified
above is of partial or full effect. For this
purpose, the Sobel Test was evaluated by
taking consumer awareness variable as
the independent variable, the CSR varia-
ble as the mediating variable, and the
purchase intention variable as the de-
pendent variable. Tables 10, 11 and 12
represent the beta values and standard
error values that were obtained similar to
the above process.
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Note. Dependent Variable Pl

Table 11: Effect of Consumer Aware-

ness on CSR
Model Unstand- Stand- t Sig.
ardized ardize
Coeffi- d Co-
cients effi-
cients
B Std. Beta
Error
1 4, .290 15. .000
(Con- 52 584
stant) 3 382
CSR 2 .050 55 .000
79 65

Note. Dependent Variable CSR
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Table 12: Effect of CSR on Purchase
Intentions

M Unstand- Stand- t Si
od ardized ardize g.
el Coefficients d Co-
effi-
cients
B Std. Beta
Er-
ror
1 2.85 .47 6.04 .00
(C o0 2 3 0
on 448
sta
nt)
C 518 .07 6.74 .00
S 7 8 0
R

Note. Dependent Variable Pl

The Sobel Test returned a value of 4.295,
which falls under the rejection region of a
normal distribution with 5% confidence.
Hence, we can conclude that the mediat-
ing effect of consumer awareness on the
relationship between CSR and purchase
intentions is of a partial nature.

Consumer Ethnocentrism Moderates
the Relationship Between CSR Initia-
tives of MNEs and Consumer Purchase
Intentions of MNEs Products

A moderator variable is a “qualitative or
quantitative variable that affects the di-
rection and/or strength of the relation
between an independent or predictor var-
iable and a dependent or criterion varia-
ble” (Barron & Kenny, 1986, p.1174).
Table 13 provides the analysis of the
moderating effect of consumer ethnocen-
trism on the relationship between con-
sumer awareness and purchase intentions
that was carried out with the use of a
moderator regression model.

The results of the moderator regression
model suggest that the P value of moder-
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ator is insignificant. This means that we
can accept the null hypothesis, meaning
there is no moderator effect. Therefore,
there is insufficient evidence to accept
H3: Consumer ethnocentrism moderates
the relationship between CSR initiatives
of MNEs and consumer purchase inten-
tion of MNEs products.

Table 13: Individual Beta Values of
Moderator Regression Model

Mo Unstand- Standard-  t Sig.
del ardized ized
Coeffi- Coeffi-
cients cients
B St Beta
d.
Er-
ror
1 17 A4 4.027 .00
(Co 90 5 0
nsta
nt)
CS 31 .07 .269 4.252 .00
R 1 3 0
CA .40 .05 481 7.579 .33
5 3 7
Mo .01 .04 .026 430 .00
dera 8 2 0

tor

Note. Dependent variable Pl

DISCUSSION
Discussion of Hypotheses

Relationship Between CSR and Con-
sumer Purchase Intentions

The first hypothesis attempts to analyze if
CSR initiatives of MNEs have a positive
effect on the purchase intentions of con-
sumers. This research hypothesis facili-
tates the achievement of the chief re-
search objective of the study; to identify
the impact of CSR initiatives of MNEs
on the purchase intentions of consumers.
The results of the statistical tests con-
ducted, confirm that there is a positive
relationship between the CSR initiative
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and consumer purchase intentions in line
with existing literature (Bhattacharya &
Sen, 2004; Gigauri, 2012; Smith, 1996).
These responses align with the findings
of Gigauri (2012), who tries to determine
the factors that have an effect on the pur-
chase intentions of consumers in Georgia
with the use of self-administered ques-
tionnaires and quantitative data analyses.
Therefore, it can be said that MNEs can
induce positive customer reactions by
pursuing CSR initiatives.

Mediating Effect of Consumer Aware-
ness on the Relationship Between CSR
and Consumer Purchase Intentions

This hypothesis was proposed to examine
if the relationship in hypothesis 1 is me-
diated by consumer awareness. In line
with previous studies such as Bhattachar-
ya and Sen (2004), who tried to deter-
mine the consumer reactions of CSR as
well as the objectives of companies when
implementing CSR, there was enough
evidence to accept that consumer aware-
ness partially mediates the relationship
between CSR and consumer purchase
intentions. This fact is in line with previ-
ous studies such as Carrigan and Attalla
(2001), who try to determine the role of
company ethics and communication of
such initiatives in purchase behavior,and
indicate that only a few customers chase
after such information. Therefore, it is
essential that CSR information of com-
panies is made available to customers
with ease in order to influence their pur-
chase intentions.

Consumer Ethnocentrism Moderates
the Relationship Between Consumer
Awareness of CSR Initiatives of MNEs
and Consumer Purchase Intention of
MNE Products

This hypothesis helps to understand if
consumer ethnocentrism moderates the
relationship between consumer aware-
ness of CSR and consumer purchase in-
tentions. The results of the statistical tests
indicated insignificant results, and thus
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there was insufficient evidence to accept
this hypothesis. This finding might be
different from studies such as Vuoung
and Giao (2019), which have found the
moderating effect of consumer ethnocen-
trism between perceived brand globalness
and consumer purchase intention. In ad-
dition to this, the responses of the sample
indicate that the respondents had slightly
low ethnocentrism levels. Therefore, no
sufficient evidence was found to indicate
that consumer ethnocentrism affected the
purchase intentions of MNE products in
the Sri Lankan context.

Implications to theory and practice

In terms of theoretical implications, there
seems to be a dearth of research on CSR
and MNEs due to the difficulties associ-
ated with the definition of the concept of
CSR (Rodriguez et al., 2006). Therefore,
this study will contribute to expanding
the existing literature on consumer re-
sponses to CSR initiatives of companies
(Bhattacharya & Sen, 2004; Chaudhary
& Ali, 2016; Gigauri, 2012; Maignan,
2001; Mohr et al., 2011; Smith, 1996;
Tian et al., 2011). In addition to this, the
present study will also extend the litera-
ture (Akbarov, 2021; Brewer, 1979;
Brown, 2000; Shankarmahesh, 2006; Sen
& Bhattacharya, 2004; Tajfel, 1974;
Zeugner-Roth et al., 2015) associated
with the underlying theory of the study,
namely, the Theory of Social ldentity.
Furthermore, this study will help expand
the existing literature on consumer eth-
nocentrism (Abdalrahman et al. 2018;
Akbarov, 2021;Bizumic, 2018; de Nisco,
2016; Hersche, 1992; Klein et al., 2006;
Nadiri & Tumer, 2011; Renko et al.,
2012; Salman & Naeem, 2015; Shimp &
Sharma, 1987; Silili & Karunarathna,
2014;Tabassi, 2012; Watson & Wright,
2000) and also on MNEs (Akdogan et al.,
2012; Campbell et al., 2011; Karunaratne
& Wanninayake, 2018; Kolk et al., 2015;
Netemeyer, 1991; Weerasekera, 2021;
Wijayasinghe & Sachitra, 2021).
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In terms of managerial implications of
this study, the findings would assist man-
agers to devise specific marketing cam-
paigns based on their CSR initiatives as a
strategic tool to positively influence the
behavior of consumers. Additionally, the
insights into consumer preferences would
be useful for both managers of MNEs
and domestic companies for promotional
campaigns. Managers of domestic com-
panies can also take insight from the pre-
sent study when devising their promo-
tional campaigns, to not emphasize the
‘Sri Lankan’ nature of their products as
the respondents have a low level of con-
sumer  ethnocentrism.  Furthermore,
MNEs can advertise their foreign goods
as status symbols to convey their high
quality and value, when compared to
local products.

Limitations and avenues for future
research

Although there is evidence on people
spend more on ethically, socially, and
environmentally friendly products, there
are some studies that indicate an attitude-
behavior gap (Gupta & Ogden, 2006).
Hence, future studies can examine the
effect of CSR initiatives on purchase
decisions, rather than on purchase inten-
tions to eliminate this gap. Moreover, the
generalizability of this study can be af-
fected due to the smaller sample size,
accordingly, future studies can improve
the sample size and technique to obtain
better outcomes in generalizability in a
diverse country such as Sri Lanka.

In addition to that, qualitative aspects can
also be incorporated when collecting data
to obtain an in-depth analysis based on
the opinions of consumers.The study
collects data at a point in time and hence
may not provide for the formation of a
causal relationship (Ma et al., 2021).
Therefore, it would be advisable if future
research could move its focus towards
gaining an in-depth understanding of
consumers and constructs of the study
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with the use of a qualitative method of
analysis (Seers, 2011).

CONCLUSION

Studies have indicated that MNEs in-
creasingly use CSR initiatives to increase
their legitimacy in host countries (We-
erasekera, 2021). This study has, there-
fore, been formulated to examine if CSR
initiatives of MNEs have an impact on
consumer purchase intentions in the con-
text of Sri Lanka. In addition to this, the
researcher has also analyzed the mediat-
ing effect of consumer awareness on the
relationship between CSR and purchase
intentions, while also examining the
moderating effect of consumer ethnocen-
trism on the relationship between con-
sumer awareness of CSR and purchase
intentions. This research extends the ex-
isting literature available on CSR and
consumer purchase behavior as well as
on the Theory of Social Identity.

Two of the three hypotheses that were
proposed in order to achieve the research
objectives, were supported, while the
other had insufficient evidence for its
support. Analyses of responses of an
online survey questionnaire distributed
among 183 consumers was used for the
purpose of gaining evidence to support
the proposed hypotheses. The first hy-
pothesis was tested with the use of corre-
lation analyses. Thereby, it was found
that there was a positive relationship be-
tween CSR initiatives of MNEs and con-
sumer purchase intentions. The second
hypothesis was tested through the Sobel
test, out of which sufficient evidence was
present to conclude that there was a par-
tial moderating effect of consumer ethno-
centrism on the relationship between
CSR and consumer purchase intentions.
Moderator Regression Analysis was used
to test whether consumer ethnocentrism
moderates the relationship between con-
sumer awareness of CSR and consumer
purchase intentions. However, the final
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hypothesis was not supported due to in-
sufficient evidence.

A two-fold consideration of implications
can be identified with regard to this
study. Firstly, the present study advances
existing literature on the Theory of Social
Identity, and the CSR initiatives of
MNEs. Secondly, the study has several
practical implications on managers. Some
such implications are the useful insights
on Sri Lankan consumer attitudes to-
wards CSR and its impact on consumer
purchase intentions, their preferences and
levels of consumer awareness of CSR
initiatives, and their levels of consumer
ethnocentricity and its effect on consum-
er purchase intentions. The study empha-
sizes the need for using CSR as a strate-
gic tool to enhance and induce positive
consumer behaviors, while mentioning
the importance of communicating CSR
initiatives, and promoting the products
possibly as status symbols.
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