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Abstract

:

The promotion of corporate social responsibility (CSR) is important for achieving sustainability. The interest of stakeholders is one factor promoting CSR activities. Consumers are one of the major stakeholders. The aim of this study is to quantify Japanese consumers’ preference for 13 CSR activities using the best–worst scaling (BWS) approach. We conducted an online survey in February 2015 and 633 individuals responded. Counting analysis and econometric analysis were used to analyze the BWS data. The results of the counting and MaxDiff analyses show that “Product safety and immediate recall in the case of defects” was identified as the most highly evaluated activity that makes respondents most strongly think that they want to buy a product from a company implementing the CSR activity. The results of the random parameter logit model and latent class model show preference heterogeneity. Some classes prioritize activities that do not generate a private benefit for them, such as environmental issues abroad and the working conditions of employees.
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1. Introduction


The promotion of corporate social responsibility (CSR) activities is important for achieving sustainability. The interest of stakeholders is a factor promoting CSR activities. Consumers are one of the major stakeholders and have an impact on decisions made by companies. The 10-Year Framework of Programmes on Sustainable Consumption and Production Patterns (10YFP) adopted in 2012 comprises a program promoting sustainable consumption (UNEP, [1]). In addition, ISO26000:2010 [2] refers to consumers’ important role in sustainability.



Many researchers have paid attention to the possibility of consumption considering environmental and the other social issues and examined consumers’ willingness to pay (WTP). The literature review and meta-analysis by Tully and Winer [3] revealed that the mean percentage of WTP premium for social responsibility programs (related to humans, environment, and animals) is 16.8%, and 60% of the respondents are willing to pay a positive premium. In addition, they revealed that socially responsible issues related to humans, such as labor practices, have greater WTP compared to issues related to the environment. Examples of studies conducted after Tully and Winer’s study [3] are mentioned below.



Liu et al. [4] conducted a choice experiment for coffee products and showed that the most important certification attribute is traceability, followed by organic, graded, environmentally friendly, and fair-trade certification. Miller et al. [5] conducted a choice experiment for fruits and vegetables and investigated preferences for attributes such as health, environment, animal welfare/biodiversity, food safety, social responsibility, and quality. They showed that consumers prefer better standards of these attributes. Cai and Aguilar [6] used a choice experiment for wood products and showed that respondents tend to choose products from a company with a higher CSR rating.



Studies estimating WTP are useful for companies since the information can potentially be used for price setting. On the other hand, WTP is specific to the product. In order to estimate WTP, we have to set a concrete scenario and analyze the purchasing behavior of a specific product. Therefore, for example, it would be difficult to apply the WTP for coffee to other products. It would be difficult to apply the WTP for a home appliance to other products. However, in reality, there are a huge number of products and a variety of companies, compared to which the number of studies estimating WTP is limited. Therefore, in addition to the accumulation of studies estimating WTP, information on consumers’ preferences that can be used by a wide variety of companies regardless of products is useful, too. Our contribution is to provide information that can be used by many companies producing many different kinds of products.



For this reason, the objective of this study is to examine consumers’ preferences for CSR. For this objective, we use the best–worst scaling (BWS) developed by Finn and Louviere [7]. BWS can deal with a larger number of CSR activities compared to choice experiments. The desirable number of attributes used in the choice experiment is restricted due to limited human cognitive capacity (the number of attributes a human being can deal with at once is 7 ± 2 [8]). In BWS, we can limit the items that respondents simultaneously deal with to a small number, while estimating the priorities of a larger number of items as a whole. Since there are a wide variety of CSR issues, using BWS is appropriate for our purpose.



Studies that have used this approach to examine CSR issues are limited. To the best of our knowledge, the previous study that used BWS to examine consumers’ preference for CSR was that of Auger et al. [9], who examined what kinds of social and environmental issues consumers prefer. They showed that consumers tend to highly prioritize human rights and no child labor among the 16 CSR issues although there are differences among countries. They compared six countries and showed that although there are variations among the countries with similarities, individual variations dominate the observable demographics. However, Japan was not one of the six countries. Therefore, we tried to increase the knowledge of consumers’ preferences on CSR in Japan.



In the economics field, research on the theory of the private provision of public goods has been conducted (an example of public goods is environmental protection). Consumers are assumed to choose their behavior to maximize utility. Theories related to explaining consumers’ socially responsible behavior include that by Andreoni [10] where the utility function is assumed to consist of private goods, total supply of public goods, and private contribution to public goods. In this model, in addition to the public good itself, doing good things is considered to increase utility. Brekke et al. [11] assumes that the individual’s self-image as a socially or morally responsible person is included in the utility function. Their theories can form the base of our study on consumers’ CSR preferences.



Research Question 1: What are Japanese consumers’ relative preferences for CSR?



Understanding diversity among preferences is important especially in CSR studies. In setting the United Nations’ Sustainable Development Goals (SDGs), it was pledged that “no one will be left behind” (UN, [12]). SDGs and CSR are closely related (International Organization for Standardization, [13]). Therefore, we tried to capture diversity among preferences using a random parameter logit model and latent class model in addition to a conditional logit model in econometric analysis. Estimating the conditional logit model implies capturing average preference. The preferences of the majority tend to be reflected in the average. If we only estimate the conditional logit model, it would be difficult to capture the minority preference. This is against the pledge. Therefore, we estimate the random parameter logit model and latent class model to see whether there is preference heterogeneity and, if so, how the heterogeneity is manifested. Auger et al. [9] found preference heterogeneity. Therefore, there is a possibility that Japanese consumers also have preference heterogeneity.



Research Question 2: Is there preference heterogeneity among Japanese consumers’ preferences? If so, how is the preference heterogeneity manifested?



The results show that the item “Product safety and immediate recall in the case of defects” was identified as the most highly evaluated activity that makes a respondent most strongly think that he/she wants to buy a product from a company implementing the CSR activity. The results of the random parameter logit model and latent class model show preference heterogeneity. Some classes prioritize activities that do not generate a private benefit for them, such as environmental issues abroad and the working conditions of employees.




2. Materials and Methods


BWS was developed by Finn and Louviere [7]. According to Flynn [14], BWS is classified into three cases: the object case (Case 1), profile case (Case 2), and multiprofile case (Case 3). In this study, we use the object case. When we refer to BWS, it implies the object case BWS. This method was applied to CSR-related issues in the following studies. Costanigro et al. [15] used BWS to investigate consumers’ concern for CSR in milk production and elicit their willingness to pay for labels. Their results revealed that animal welfare and sustainable agricultural practices are the most important concerns (they asked BWS questions and WTP questions separately and combined the responses in the analysis). Burke et al. [16] used BWS to assess the reasons for and against ethical consumption. They found that impact, health, personal relevance, and quality are the major reasons consumers positively react to ethical products. On the contrary, indifference, expense, confusion, and skepticism are the major reasons consumers negatively react to ethical products. Lusk and Briggeman [17] examined consumers’ preferences for food. They revealed that safety, nutrition, taste, and price are the most important factors, while fairness, tradition, and origin are the least important for consumers, although preference heterogeneity does exist. In addition, Auger et al. [9] studied consumers’ preferences with regard to CSR, as explained in Section 1.



The BWS has some advantages compared to choice experiments. First, the burden on the respondents is smaller than that on respondents of choice experiments. Respondents are not required to consider the trade-offs among attributes when they choose the most preferable alternative; they are required to simply choose the most and least preferable alternatives. Second, it is difficult to conduct choice experiments with many attributes at once, as we see in Section 1, due to limited human cognitive capacity [8]. In BWS, we can limit the items respondents deal with simultaneously to a small number, while estimating the priorities of a larger number of items as a whole.



BWS questions have two main advantages over rating and ranking questions (for the details, see Tsuge et al. [18].). The first is that BWS questions require respondents to choose two extremes (i.e., the best and worst alternatives in a choice set) rather than rate or rank alternatives. Therefore, it is easier for respondents to answer questions, and the burden on the respondents is small. Lee et al. [19] revealed that BWS questions require a shorter time to answer than do rating scale questions. The second is that BWS questions do not allow respondents to provide the same ratings for different alternatives. Because rating scales allow respondents to equally rate all the alternatives, they often suffer from indifference among evaluations of alternatives (Cohen, [20]).



In this study, a respondent is required to choose one CSR activity that makes him/her most strongly think that he/she wants to buy a product from a company implementing the CSR activity. In addition, the respondent is required to choose one CSR activity that makes him/her least strongly think that he/she wants to buy a product from a company implementing the CSR activity. Table 1 shows an example of a choice set. Each choice set has different combinations of four CSR activities. Each respondent works on 13 choice sets, in which 13 CSR activities are presented. These 13 activities are chosen based on ISO 26000:2010 [2] and the Japan Federation of Bar Associations [21]. Balanced incomplete block designs were used to construct the choice sets, as shown in Table 2 [20]. In our study, each number corresponds to each CSR activity, which appeared four times.



We analyzed the data obtained from the BWS questions using counting and econometric analyses. The econometric analysis included the conditional logit model, random parameter logit model, and latent class model. They were used in line with MaxDiff model. The counting analysis was used to check the robustness. In the counting analysis, we counted the number of times each CSR activity was chosen as the most or least preferable (hereafter, the CSR activity that makes the respondent most (least) strongly think that he/she wants to buy a product from a company implementing the CSR activity is referred to as “the most (least) preferable”). In previous studies [20], these were referred to total-best (ΣB) and total-worst (ΣW), respectively. The B–W score of alternative i is calculated as Equation (1) following Cohen [20]. The B–W score is a close approximation of the maximum likelihood estimates from the estimation of the conditional logit model [22]:


B−W scorei=∑ Bi−∑ Wi,



(1)







The conditional logit model in line with the MaxDiff model was developed by Finn and Louviere [7]. Respondents are assumed to examine all the possible pairs of CSR activities and choose the pair of the most and least preferable activities that maximize the difference of utility between the two activities. In Equation (2), βi and βj represent the utility of the two alternatives i  and  j, respectively, and Differenceij represents the difference of both. εij is an error term [17]:


Differenceij    =     βi−βj  + εij,



(2)







The probability Pij that the respondent chooses alternatives i and j as the most and least preferable activities from J alternatives included in a choice set is equal to the probability that the difference in utility between the two alternatives is the largest among all the utility differences of the possible pairs in a choice set. Assuming that εij is distributed independently and identically with a type I extreme value distribution, the conditional logit model can be derived (The conditional logit model was developed by McFadden [23]). Pij is described as Equation (3) [17]:


Pij=exp(βi−βj)∑k=1J∑l=1Jexp(βk−βl)−J,



(3)







The above MaxDiff model estimates the average preference. However, the evaluation of CSR activities may vary among individuals. Therefore, we estimate the random parameter logit model. The means and standard deviations are estimated under the assumption that the parameters are continuously distributed [24].



The probability PnijR that the respondent chooses alternatives i  and  j as the most and least preferable activities, respectively, is described as follows:


PnijR=∫ Lnij(βn)f(βn|μ,σ)dβn ,



(4)




where


Lnij(βn)=exp(βni−βnj)∑k = 1J∑l = 1Jexp(βnk−βnl)−J ,



(5)







μ and σ denote the mean and standard deviation, respectively. The subscript n attached to β implies that the β is different for each individual. These are estimated by simulation with 100 replications of a Halton draw based on the assumption that they are normally distributed [24]. Our data are treated as panel data since each respondent answered 13 choice tasks.



Furthermore, we estimated a latent class model [25]. In this model, respondents are assumed to be composed of multiple classes with different preferences. The probability that respondent n belonging to class s chooses alternative i as the most preferable and alternative j as the least preferable is as follows.


Lnij(βs)=exp(βsi−βsj)∑k = 1J∑l = 1Jexp(βsk−βsl)−J,



(6)







Assuming that the probability that respondent n belongs to class s is πns, the probability that respondent n chooses alternative i as the most preferable and alternative j as the least preferable is described as follows.


PnijL=∑sπnsLnij(βs),   ∑sπns=1,



(7)




where βs is the specific utility for class s. πns are estimated assuming that all respondents have the same probability of belonging to the class (πns = πs, ∀n).




3. Results


3.1. Data Collection


We collected data through an online survey conducted in February 2015. Responses were obtained from 633 individuals. The survey aimed to sample respondents whose age and gender were, as far as possible, representative of the population. Among these 633 respondents, 350 (55.3%) were men and 283 (44.7%) were women. In terms of age, 134 (21.2%) respondents were in their 20s, 163 (25.8%) were in their 30s, 104 (16.4%) were in their 40s, 132 (20.9%) were in their 50s, and 100 (15.8%) were in their 60s. On the other hand, among the population aged from 20 to 69 years, 50.1% were men and 49.9% were women. Among the population aged from 20 to 69 years, 15.9%, 19.7%, 22.8%, 19.1%, and 22.5% were in their 20s, 30s, 40s, 50s, and 60s, respectively. (Statistics Bureau, Ministry of Internal Affairs and Communications, [26]).




3.2. Results of the Counting Analysis


Table 3 summarizes the results of the counting analysis. The total-best and total-worst show the frequency of the CSR activities chosen by respondents as the most and least preferable, respectively. The most frequently chosen CSR activity as the most preferable item and the CSR activity with the highest B–W score was “Product safety and immediate recall in the case of defects” followed by “Preventing pollution of water, air, and soil, preventing health damage to local people and preserving the local biodiversity, at the same level as in Japan, even when conducting business activities abroad”. The most frequently chosen CSR activity as the least preferable item and the CSR activity with the lowest B–W score was “Creating jobs in developing countries” followed by “Never discriminating against employees who attempt collective bargaining through a labor union”.




3.3. Results of the Econometric Analysis


NLOGIT6 was used in the econometric analysis. Table 4 shows the estimation results of the conditional logit model and random parameter logit model. We included a dummy variable for each CSR activity. To estimate the relative evaluation of each CSR activity compared with “Creating jobs in developing countries”, the dummy variable of the activity was not included, and the coefficient of the activity was set to zero. All the mean estimates were positively significant. The estimated parameter of “Product safety and immediate recall in the case of defects” was the largest. These results indicate that this activity was identified as the most preferable, concurring with the results of the counting analysis.



All the standard deviations of the random parameter logit models were significant. This means that the evaluation of each CSR activity varied among individuals. Therefore, we estimated latent class models to examine this heterogeneity in more detail. We estimated Classes 2, 3, and 4 models, where the Class 4 model was chosen based on the AIC (36,193.4) and BIC (36,125.8). Table 5 shows the results of these four class models. In Classes 1 and 4, “Product safety and immediate recall in the case of defects” was the most preferable. On the contrary, Class 2 evaluated “Preventing pollution of water, air, and soil, preventing health damage to local people and preserving the local biodiversity, at the same level as in Japan, even when conducting business activities abroad” as the most preferable, while Class 3 evaluated “Providing decent working conditions for employees by avoiding excessively long working hours and increasing the rate of taking vacations. Respecting the employees’ domestic responsibilities considering work/life balance” as the most preferable. The shares of Classes 1, 2, 3, and 4 were 0.29, 0.40, 0.19, and 0.12, respectively.





4. Discussion


This study examined Japanese consumers’ preferences for CSR activities using the BWS approach. The results of the counting analysis and conditional logit model showed that “Product safety and immediate recall in the case of defects” was identified as the most highly evaluated item. Hence, this CSR activity makes respondents most strongly think that they want to buy a product from a company implementing the CSR activity. This activity is evaluated highly since it is directly related to consumers’ safety. These results are consistent with the findings by Lusk and Briggeman [17]. In Auger et al. [9], no child labor is the second most highly evaluated activity following human rights in four out of six countries. However, according to Table 3 and Table 4, the item including child labor was third from the last. In Japan, many people are not familiar with the concept of child labor. Thus, it might be difficult for them to imagine the situations of child and forced labor and employment conditions in developing countries.



According to Table 4, the results of the random parameter logit model showed variations among preferences. These results are consistent with those by Auger et al. [9] in the sense that they also show the existence of variation among preferences. The results of the latent class model in Table 5 reveals that “Product safety and immediate recall in the case of defects” was the most highly evaluated item in Class 1 (approximately 29% of the respondents) and Class 4 (approximately 12% of the respondents). In addition, in Class 1 and 4, “Providing information in line with facts about products and services and never providing false or misleading information” was the second most highly evaluated activity.



However, “Preventing pollution of water, air, and soil, preventing health damage to local people and preserving the local biodiversity, at the same level as in Japan, even when conducting business activities abroad” and “Providing decent working conditions for employees by avoiding the excessively long working hours and increasing the rate of taking vacations. Respecting the employees’ domestic responsibilities considering work/life balance” were the most highly evaluated CSR activities in Classes 2 (approximately 40% of the respondents) and Class 3 (approximately 19% of the respondents), respectively. These results showed that consumers in these classes are more interested in issues that do not necessarily generate a private benefit for them than in issues that do so. In the former case, local people and the local environment around the companies receive the benefit. In the latter case, employees receive the benefit.



The implications of this study are as follows. First, “Product safety and immediate recall in case of defects” is the highest priority for consumers on average. If companies find a defect in products, they should immediately respond to it. One of the worst cases related to recall in Japan was revealed in 2000. Mitsubishi Motors had concealed recalls [27]. Concealment should be avoided. This is also related to the following implication.



Second, information provision is the second priority in Classes 1 and 4. In Japan, there have been many corporate scandals that have resulted from providing false information. As a recent example, Suzuki Motor Corporation falsified measured values in fuel consumption and exhaust gas. In addition, the company deviated from the proper examination environment (The Nikkei newspaper, [28]; Suzuki Motor Corporation Press Release, [29]). Aeon Pet in Japan conducting a pet custody service claimed in the advertisement that they would take pets for walks outside although some shops did not take the pets for walks outside. It is a violation of the Act against Unjustifiable Premiums and Misleading Representations (The Nikkei newspaper, [30]). A restaurant chain operated by AP company in Japan used phrases in their menus that made consumers believe that all the dishes were made of locally raised chickens although broilers chicken was also used in some dishes. This is also a violation of the Act against Unjustifiable Premiums and Misleading Representations (The Nikkei newspaper, [31]). Companies should provide consumers with correct information. In Japan, the purpose of the Act against Unjustifiable Premiums and Misleading Representations is “to protect the interests of general consumers by providing for limitations and the prohibition of acts that are likely to interfere with general consumers’ voluntary and rational choice-making in order to prevent the inducement of customers by means of unjustifiable premiums and misleading representations in connection with the transaction of goods and services. (Article 1)” (Japanese Law Translation Database System, [32]). Therefore, companies should at least ensure that they do not violate the law. In addition, we should consider information disclosure issues further. This is related to the next implication.



The third implication is related to further information disclosure. In this study, a respondent was required to choose one CSR activity that makes him/her most (or least) strongly think that he/she wants to buy a product from a company implementing the CSR activity. However, in reality, information for some items is not adequately disclosed. Class 3 placed the highest priorities on “Providing decent working conditions for employees by avoiding the excessively long working hours and increasing the rate of taking vacations. Respecting the employees’ domestic responsibilities considering work/life balance.” In Japan, many employees cannot avoid working long hours. This has led to many problems including deaths by overwork. According to the Ministry of Health, Labour and Welfare [33], the number of approved workers’ compensation claims due to cerebrovascular disease and ischemic cardiac disease caused by overwork was 253 in 2017. Among them, 92 workers died. The number of approved workers’ compensation claims due to mental disorders caused by intense psychological burdens at work was 506 in 2017. Among them, the number of suicides, including attempted suicides, was 98. Long working hours have been a serious issue in Japan. The law of Promotion of Preventive Measures for Death by Overwork came into effect in 2014. Our study shows respondents in Class 3 placed the highest priority on this issue. However, information about working hours is not available for consumers. This means that even if consumers want to consider this issue, they cannot reflect their priority in terms of their purchasing behavior. Therefore, the government and companies should consider measures to disclose information.



Fourth, environmental issues are of interest to people. In Class 2, “Preventing pollution of water, air, and soil, preventing health damage to local people and preserving the local biodiversity, at the same level as in Japan, even when conducting business activities abroad” and “Striving to reduce waste in the manufacturing process and product design” are ranked first and second. These results mean that the reduction of pollution and waste emissions is highly evaluated. Japan experienced serious pollution caused by companies during the period of high economic growth. From this experience, Japanese consumers are considered to be sensitive to companies’ pollution emissions. It is worth noting that reducing pollution, even overseas, is highly evaluated. Companies should recognize that pollution reduction even overseas is highly preferred by Japanese consumers.



Fifth, in this study, avoiding child labor was given a low priority. However, previous studies, such as that by Auger et al. [9], show a high priority given to no child labor. Therefore, companies—especially multinationals—should seriously consider avoiding child labor. Although this study examined the preferences of Japanese consumers, companies have to bear in mind that when the actual priorities of its CSR activities to be implemented are decided, the preferences of stakeholders other than Japanese consumers, such as employees, nongovernmental organizations, citizens, investors, and suppliers, should also be considered.




5. Conclusions


We used BWS to quantify Japanese consumers’ preference for 13 CSR issues. On average, “Product safety and immediate recall in the case of defects” was identified as the most highly evaluated activity that makes a respondent most strongly think that he/she wants to buy a product from a company implementing the CSR activity. The results of the random parameter logit model and latent class model show preference heterogeneity. Some classes prioritize activities that do not generate a private benefit for them, such as environmental issues abroad and the working conditions of employees.



There are limitations in this study to be examined in future research. The limitations and future research include the following: First, understanding the preference of stakeholders other than consumers. As noted in the previous section, this study examined only the preference of Japanese consumers. Due to this limitation, companies cannot obtain information of preference of other stakeholders from this study. Therefore, studies employing surveys of other stakeholders could constitute important future research. Second, in this study, respondents were required to choose one CSR activity that made them most (or least) strongly think that they want to buy a product from a company implementing that CSR activity. This means that we used the degree of purchasing intention as the underlying subjective dimension. However, it is possible to set other dimensions, such as the degree of importance, not necessarily related to purchasing intention. Investigating the relations of different dimensions could be another topic of future research. Third, the CSR activities required by the stakeholders may change over time. Therefore, we should consider the items that should be included in the analysis and update them from time to time.
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Table 1. Example of a choice set.






Table 1. Example of a choice set.





	
Please choose the CSR activity from the following four CSR activities that makes you most strongly think that you want to buy a product from a company implementing the CSR activity and the CSR activity that makes you least strongly think that you want to buy a product from a company implementing the CSR activity:




	

	
CSR activity that makes you most strongly think that you want to buy a product from a company implementing the CSR activity

	
CSR activity that makes you least strongly think that you want to buy a product from a company implementing the CSR activity




	
Promoting a barrier-free friendly environment for people with disabilities or injuries in both product design and work environment

	
□

	
□




	
Product safety and immediate recall in the case of defects

	
□

	
□




	
Striving to reduce waste in the manufacturing process and product design

	
□

	
□




	
Providing information in line with facts about products and services and never providing false or misleading information

	
□

	
□
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Table 2. Construction of the choice sets.






Table 2. Construction of the choice sets.





	
Choice Set No.

	
Alternative No.






	
1

	
1

	
2

	
4

	
10




	
2

	
2

	
3

	
5

	
11




	
3

	
3

	
4

	
6

	
12




	
4

	
4

	
5

	
7

	
13




	
5

	
5

	
6

	
8

	
1




	
6

	
6

	
7

	
9

	
2




	
7

	
7

	
8

	
10

	
3




	
8

	
8

	
9

	
11

	
4




	
9

	
9

	
10

	
12

	
5




	
10

	
10

	
11

	
13

	
6




	
11

	
11

	
12

	
1

	
7




	
12

	
12

	
13

	
2

	
8




	
13

	
13

	
1

	
3

	
9
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Table 3. Summary of the counting analysis.






Table 3. Summary of the counting analysis.





	CSR Activity
	Total Best
	Total Worst
	B–W Score





	Product safety and immediate recall in the case of defects
	1188
	297
	891



	Preventing pollution of water, air, and soil, preventing health damage to local people and preserving the local biodiversity, at the same level as in Japan, even when conducting business activities abroad
	938
	431
	507



	Providing information in line with facts about products and services and never providing false or misleading information
	914
	516
	398



	Personal information of consumers collected by the business is properly handled to protect the privacy of consumers
	751
	423
	328



	Considering the safety and hygiene of the workplace
	630
	440
	190



	Providing decent working conditions for employees by avoiding the excessively long working hours and increasing the rate of taking vacations. Respecting the employees’ domestic responsibilities considering work/life balance.
	712
	536
	176



	Striving to reduce waste in the manufacturing process and product design
	605
	494
	111



	Striving to promote energy savings in the production process and product design
	566
	642
	−76



	Promoting a barrier-free friendly environment for people 