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Abstract

The concept of corporate social responsibility (CSR) has gained wide consideration in academic field as
well as in business world in recent years. Organizations are using CSR to develop competitive advantage
and establish congenial relations with its stakeholders. Despite the popularity of CSR in the developed
world, the potential benefits of CSR are less emphasized in the developing economies like Pakistan. This
study examines the influence of CSR on development of corporate reputation and purchase intentions in
the cellular industry of Pakistan. The data has been collected from the respondents regarding their
perceptions about CSR actions and its influence on their reputation and customer purchase intentions.
Structural equation modeling technique is used to analyze data and test hypotheses. The study found
significantly positive influence of CSR on building corporate reputation of doing good and developing
customer purchase intentions. The study provides useful recommendations for the policy makers in
corporate world.

Key Words: Corporate social responsibility, corporate reputation, customer purchase intentions,
developing economy, structural equation model, Pakistan.

1. Introduction

Corporate social responsibility has become the mumble word in recent years. Studies are
being conducted to explore the potential benefits of CSR across the globe and across the
disciplines. Increasingly corporations are engaging generous financial resources to develop
image of doing good to strengthen its relationships with all stakeholders particularly customers,
employees, investors, government and the community. The corporate image of doing well also
develops builds good corporate reputation. Corporations capitalize the good market reputation
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in numerous ways. Moreover it today’s competitive economy it became very difficult for
corporations to ensure sustainable growth. Corporate social performance and good corporate
reputation help organization to achieve sustainable growth in the market by attracting and
retaining customers, employees and investors. Many studies admitted that loyal customers,
employees and investors contribute towards success of organizations. However, current study
only examines the perceptions of customers only regarding CSR and corporate reputation.
Companies are increasing concentrating on increasing consumer awareness regarding their CSR
actions. Therefore it is becoming part of their advertising campaigns; it is also being displayed
on their websites for wider publicity. Mostly corporations concentrate on education, health,
poverty, entertainment, and environmental issues in their CSR interventions.

The cellular industry of Pakistan is selected for examination in this study. The rationale
behind selection of cellular industry is its rapid expansion in the last decade. Valdecantos (2009)
stated that cellular industry of Pakistan is experiencing 100 % growth rate since many years.
Pakistan Telecommunication Authority (PTA) also declared cellular industry of Pakistan as one
of the fastest growing industry in the region. Moreover, the cellular industry of Pakistan is also
undergoing intense oligopolistic competition. An oligopolistic competition is attributed where
only few players exist in the market that closely observe and follow each other. The leading
cellular company in Pakistan also claims to be the biggest contributor in the field of corporate
social responsibility. As a result other cellular service providers also started to point out some
attention demanding areas in the society of Pakistan to address its issues through conducting
CSR activities. The cellular companies are also marketing their CSR actions in the society in
order to build reputation of doing good and gain sympathies of customer and other
stakeholders. Some studies have also documented the influence on consumer perceptions of
CSR on their behavior. For instance Ali et al. (2010) investigated the causal relationship of CSR
and service quality on customer satisfaction and retention in the cellular industry of Pakistan.

The objective of this study is three fold, firstly to examine the influence of CSR actions on
development of corporate reputation, secondly measuring its affect on customer purchase
intentions and finally, to gauge the impact of corporate reputation on customer purchase
intentions. The subsequent sections present review of relevant literature, research
methodology adopted for this inquiry, results and their discussion and finally conclusion and
useful recommendations.

2. Identification and Integration of Variables
Corporate Social Responsibility and Corporate Reputation

Corporate social responsibility often known as corporate social performance, corporate
citizenship, and corporate social accountability is one of the topics being rigorously researched
today by the academic researchers. Corporate social responsibility is defined by many authors
in various fashions. This study follows the definition of CSR by Mohr et al. (2001) who believed
CSR as “a company’s commitment to minimizing or eliminating any harmful effects and
maximizing its long run beneficial impact on society”. The concept of CSR became popular in
1950s when Bowen (1953) instigated the business people to contribute towards community
development all around their corporate policies. Followed by Manne (1972); Beyer (1972);
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Drucker (1974); Carson (1977), numerous business schools, labor leaders, consumer advocators
and environmental activists, who strongly supported the conception of social accountability.
The notion of social accountability holds those corporations are minting money from the
society using natural resources which are scarce and diminishing; moreover mass production of
corporations is also damaging environment and eco system. Therefore the corporations must
payback to the community and address the issue of environmental degradation and heal
concerns of the society.

In 1990s, socially responsible interventions of corporations displayed much larger role
than actually predicted by people. Corporations undertook broader social responsibilities
including business ethics, labor practices, and responsibility to community at large and reducing
environmental harms of their mass productions and other social actions they believed when
shaping an image of companies in the society. This emphasizes the significance of the 'softer’
image of corporate reputation. With the passage of time societal expectations of companies
have increased of community welfare. Globally, customers suppose companies to be
responsible for different actions, ranging from ensuring quality in products at the cheaper
prices, to environmental protection, to treating employees fairly; to helping solve social and
economic issues faced by the community. With expectations for corporate responsibility rising,
the adoption of CSR as a business is becoming more inevitable.

H1: Corporate reputation is positively influenced by corporate social responsibility.
Corporate Social Responsibility and Consumer Purchase Intentions

Numbers of studies have investigated the relationship between corporate social
responsibility on behavior of various stakeholders, for instance Ali et al. (2010a) analyzed the
affects of CSR on consumer behavior. Similarly, Ali et al. (2011a) investigated the influence of
CSR on investor behavior. Ali et al (2010c) also examined the influence on CSR on employee
behavior towards organization. In the context of consumer purchase intentions Holmes &
Kilbane, (1993); Berger et al. (1999); Mohr et al., (2001); Nelling & Webb (2006); and Sen &
Bhattacharya (2001) also investigated the affects of CSR on consumer purchase intentions.
Grigore (2011) also declared CSR as an instrument to influence on consumer behaviour.

H2: Consumer purchase intentions are positively influenced by corporate social responsibility.
Corporate Reputation and Consumer Purchase Intentions

The notion of corporate reputation appeared from corporate image in 1950’s and
evolved into corporate identity in 1970’s and 1980’s (Bennett & Kottasz, 2000). Corporation
reputation as defined Fombrun (1996) is based on a set of collectively held beliefs about a
company’s ability and willingness to satisfy the interests of various stakeholders. Bromley
(2002) and Sandberg (2002) viewed reputation as a socially shared impression and a consensus
about how firm will behave in any given situation. Notable contribution in the field of corporate
reputation is produced by Fombrun & van Riel (1997) who highlighted the diverse perspectives
on corporate reputation. Gray & Balmer (1998); and Baranett et al. (2006) also hold that good

A.Imran/ Romanian Review of Social Sciences (2011) 1: 19-27



22

corporate reputation is the source of survival in today’s competitive environment. Ali & Zia
(2011b) also examined the influence of corporate reputation in consumer behavior in cellular
industry of Pakistan.

H3: Consumer purchase intentions are positively influenced by corporate reputation.

The following conceptual model can be developed on the basis of above theoretical discussions.

Figure I: Conceptual Model

Corporate Social
Responsibility

Corporate Social
Responsibility

Consumer Purchase

Intentions

3. Research Methods
Sample and Sampling

This research is exploratory in nature; the primary data has been collected through
structured questionnaire survey which was personally administered. A total of 400
guestionnaires were distributed to the respondents. The respondents in this study were
university students from bother genders, different ages and various academic programs of
management sciences. The student being users of cellular services having awareness of the
concept of corporate social responsibilities in different subjects can best serve the purpose for
this survey. The study used purposive sampling technique. The logic behind using this technique
that generally customers do not know the concept of corporate social responsibility, therefore
they do not incorporate this factor in their purchase decision. As pointed out by Ali et al.
(2010a) the level of CSR awareness in customers in Pakistan is very less. Cellular study of
Pakistan has also been previously selected by Ali et al. (2010b) for data collection regarding
customer perceptions.

Measurement and Instrumentation
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There are two dependent variables in this research, firstly the influence of CSR is
observed on corporate reputation which is dependent variable in this instance, and secondly
influence of CSR is measured on customer purchase intentions i.e. the second dependent
variable. The instrument for measuring corporate reputation is adopted from Helm (2007). The
instrument contained 10 items incorporating quality of products, qualification of management,
financial performance, credibility of advertising claims, value for money of products and other
items, fair treatment of employees, customer orientation, commitment to social issues,
protection of environment and corporate success. The purchase intention was gauged from the
instrument developed by Yi (1990) consisting on three items measured on 7-point bipolar
scales. CSR is independent variable in this research. The instrument to measure the CSR
awareness of customers is adopted from Wigley (2008). This procedure requires asking some
questions regarding CSR actions of some particular organization to check to check the customer
awareness and sentiments towards corporations.

Data and Analysis

The data was analyzed through software Statistical Package for Social Sciences (SPSS)
and AMOS. Reliability and correlation analysis were performed through SPSS and structural
equation model was conducted through AMOS. Structural equation modeling technique is
considered as good to the development of theoretical model, hypotheses and finally testing
these hypotheses and model fit. The technique is quite popular in exploratory studies of such
nature in social sciences.

Results and Discussions

The study is conducted to investigate the causal effects of CSR on corporate reputation
and consumer purchase intention. The results obtained from the model fit for this study shows
the value of probability (P) as .231, which confirms the model fit adequately, as the value of P
should be > 0.05; therefore overall model fit meets required criteria. The reliability analysis also
produces satisfactory results. The value of cronbach’s Alpha is 0.790 which is statistically
reliable in research.

Table | shows the table of correlations. This table reflects variables — corporate
reputation and consumer satisfaction — are positively correlated to consumer loyalty (r=.515, p
= .000 and r= .635, p = .000 respectively). The enormity of correlations of corporate social
responsibility and corporate reputation are greater than 0.3 in the absolute terms, which shows
the moderate correlations between the said pair of the variables. All the correlations are
statistically significant at one percent level of significance.

Table I: Correlations
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CSR CR CPI
Pearson Correlation 1
Corporate Social . .
Responsibility Sig. (2-tailed)
N 257
Pearson Correlation .580™ 1
Corporate Reputation Sig. (2-tailed) .000
N 257 257
Pearson Correlation 5157 6357 1
Customer Purchase o > ¢ iled) 000 000
Intentions
N 257 257 257

** Correlation is significant at the 0.01 level (2-tailed).

Table Il represents the regression results of this study. In order to accept any hypotheses the
value of P should be lesser than .05. The value of P in first case is 0.11 which is well below .05
therefore we accept our H1. This means that corporate reputation is strongly and positively
influenced by CSR action of corporations. In second case the value of P is .007 which is also well
below than 0.05, we accept our H2 as well. Ali et al (2010a) also found positive influence of
corporate social responsibility on consumer behavior in cellular industry of Pakistan. Corporate
social responsibility is also influencing positively and significantly on consumer purchase
intentions, which is very encouraging for corporations. Because researcher believes that
corporations should not consider money spent on CSR as an expense rather investment. This
supposition is confirmed here, if increase in CSR budget can enhance sales of corporation then
it is really good for corporations. Finally, our third hypothesis is also accepted because the value
of P in this is case is 0.27, which also meets our hypothesis acceptance criteria. Ali & Zia (2011b)
also found positive influence of corporate reputation on consumer behavior.

Table II: Regression Weights

Hypotheses Estimate S.E. C.R. P Decision
H1 Corporate Reputation - CSR Actions .804 27 7.171 .011 Accept
2 P I i -
H CorTsumer urchase Intentions - CSR 385 081 3221 007 Accept
Actions

H 3 Consumer Purchase Intentions —

. .750 .067 8.218 .027 Accept
Corporate Reputation

Figure Il is depicting the results for structural equation model. It shows the nature of
relationship among variables, all three variables in this figure are having positive relationship
which is very logical in this case. The structural equation is also having error term on the
dependent variables.
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Figure Il: Structural Equation Model
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4. Conclusion

This study was conducted to investigate the potential influence of corporate social
responsibility on corporate reputation and customer purchase intentions. This is an important
research because it provides imperative information for corporate decision makers who are
interested to develop some competitive advantage and ensure sustainable growth in the
market. The study concluded that corporate social responsibility is having significantly positive
influence on corporate reputation and consumer purchase intentions. Moreover, corporation
reputation also affects positively and significantly on development of purchase intentions in
customers. Therefore customer behavior can be shaped favorably towards corporate products
and services by undertaking more social activities and improving reputation of doing well by the
corporations. The study recommends that corporations should engage in doing corporate social
responsibility activities and develop good corporate reputation to ensure successful corporate
performance in competitive environment. Future researcher can also address the other
potential benefits of corporate social responsibilities and corporate reputation in consumer
behavior perspectives. The study is conducted in cellular industry of Pakistan; future
researchers may also conduct this study in other sectors of Pakistan as well.
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