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Abstract

The concept of corporate social responsibility (CSR) has been embedded across psychological and physical frontiers of
organizations building up on philanthropy, ethics, regulation, and economy. However, there is a lack of empirical evidence
that how CSR gears up various aspects of an organization. The major objective of the present study is to explain the
multidimensional catalytic role of CSR in transforming brand equity from brand reputation in the fast-food industry. The
study has been designed to get responses through a structured questionnaire to analyze the data through descriptive and
inferential statistical techniques. Sample size of 420 consumers and employees of international fast-food chains, located in
Pakistan, with diverse demographical profiles have been involved for the survey. Three models were developed to
understand the aforementioned phenomenon; the first model examines the impact of brand reputation on brand equity,
and the second model reassesses the same relationship with moderating role of CSR, while the third model evaluates the
associations with each dimension of CSR. The results indicate that brand reputation is a significant predictor of brand
equity, and its predictive power boosts up in the presence of CSR activities. It was also ascertained that CSR initiatives
related to ethics, economy, and philanthropy expedite the process of conversion from brand reputation to brand equity.
The legal aspect of CSR in developing economies could not prove to be fruitful in this particular context. The research
would provide great insight to the managers of fast-food retail chains to evaluate investments for CSR activities in raising
equity of their organizations.
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any brand. This social responsibility of an organization
starts where law of the land ends.* Companies spend billions
in social responsibility initiatives such as cause-related mar-
keting (CRM), philanthropic minority aid initiatives, in a
move to build good corporate reputation.” This happens
because consumer purchase intention is influenced 60%
by perception of the company as against 40% perception
about products.® Moreover, the same study shows that inter-
estingly 42% image of a company is stemmed from its CSR
activities. Now, if this is the case, some questions arise, for
example, how CSR activities are linked up with corporation
reputation? How can it be transformed into equity of that
company? And which aspect of CSR is dominant in trans-
forming reputation into equity? However, so far most of the
studies have investigated the overall impact of CSR on the
performance of organizations without considering its spe-
cific elements.” How each of the four aspects affect corpo-
ration is still scarce.® Therefore, future studies need to link
the influence of each dimension of CSR (economic, legal,
ethical, and philanthropic) on corporate brand outcomes to
analyze their comparative effects.’

Carroll’ emphasized that corporation should progress on
both economic and social frontiers. He divided the social
responsibilities into four categories: economic, legal, ethi-
cal, and philanthropic. Legal aspect of CSR is to comply
with the laws and regulations of the land including envi-
ronmental, consumer protection, and safety laws to demon-
strate responsible behavior. Ethical element of CSR is
related to actions that are permissible or forbidden in the
organization without any binding by the law. Philanthropic
dimension of CSR calls for companies to donate to the
society in uplifting the quality of life. Economic attribute
of CSR refers to the fair distribution of scarce resources to
produce goods and services.

CSR, as a strategy, influences the performance of a firm
in general perspective, and particularly it is expected to
jack up equity of a brand. In the past, it was considered a
measure of improving the quality of life of a society by
being socially responsible about different aspects of society
like hunger, poverty, environment, and work life of
employees. But now it has gained a vital importance and
become a competitive advantage for the companies. It
helps build equity of a brand by creating positive image
in the mind of consumers.'® CSR has also been observed as
an added strategy to enhance the profitability and boost the
development of companies. This phenomenon is under-
standable thanks to increased customers’ awareness regard-
ing products and practices beneficial to the environment
and society. Therefore, CSR has been considered as an
important pillar in shaping behavior, strategies, and objec-
tives of corporations. According to a research by McWil-
liams et al.,'' the relationship between companies and
society is based on a social contract that evolves with social
changes and resulting expectations of the society. In this
way, a company legitimizes its existence, recognizes its
activities and obligations, as well as establishes legal limits

for its performance. With changes taking place in the 21st
century, transformation into the social and business context
has become necessary where organizations have come to
realize that it is necessary to assume responsibilities in
order to meet new requirements. McWilliams et al.'' deter-
mine that corporate responsibility, as a strategy of differ-
entiation, is used to generate new demands and obtain
premium price for a product or service. Some consumers
want products they buy to show certain attributes of respon-
sibility (product innovation) while others value products
that are created in a responsible way (process innovation).
This strategy consists of creating activities for a company
and striving to add value to its products and services.'? In
this manner, the company builds unique offer throughout
the market by offering products and services with distinct
features valued by their customers. It is important to note
that this difference might be created in various ways such
as through design of a product, brand image, application of
technology, after-sales service and system distribution.

The literature also identifies brand reputation as one of
the most influential resources of a firm with respect to value
creation.'® Collectively, major issue for stakeholders is
whether a certain brand will meet the desired expectations
or not.'* Feedback from particular market and industry is
vital information for the key stakeholders to determine the
core reputation of a brand.'>"'® Social media has helped in
providing information to the 21st century’s consumers, thus
allowing the customer to find out everything about a product
or service. Another organizational asset called as brand
equity is increasingly becoming associated with the reputa-
tion of a company.'” The study of brands and equity for
corporations is gaining relevance because strengthening
brand equity could represent an increase in the productivity
of marketing investment.'® People would understand brands
by observing their manifestations, that is, the more coherent
and consistent they are with their initial proposal, the more
they would enable the consumer to understand brand
design.'® Thus, reputation of a brand is extremely important
to build brand equity but still this relationship requires a
moderator that can influence this relationship positively,
and here comes CSR."” CSR activities and actions result
in increased reputation and image of a company to finally
transform into brand equity.?° Therefore, both CSR and
brand equity are very much aligned in the contemporary
organizational setting. Large multinational organizations
have now recognized the fact that without being socially
responsible, and without addressing the social needs of a
society, it is difficult to build customers’ brand. But it is also
of great importance here that companies only behave
socially responsible where they find some potential market
for their businesses to grow.”!

Pakistani organizations, particularly multinational cor-
porations, are providing social services to the society. Fast-
food industry tycoons McDonald’s and Kentucky Fried
Chicken (KFC) are the globally leading fast-food retailers
with thousands of locations and millions of daily
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customers. Their retail chain managers are continuously
striving to establish socially responsible corporations. They
extraordinarily focus on CSR activities formulating their
policies and management strategy in view of global move-
ments for green environment. This study would contextua-
lize CSR effects of two big fast-food retail chains in
building brand equity in Pakistan where CSR phenomenon
is progressing in its nascent phase. In this context, the
present study has focused on the relationship between
brand reputation and brand equity by exploring the moder-
ating effect of CSR with respect to economical, ethical,
legal, and philanthropic aspects on fast-food retail chains
of Pakistan. The study would provide great insight to the
managers of fast-food retail chains to evaluate investments
for CSR activities in raising equity of their organizations.

Literature review and hypotheses
development

CSR has attracted a growing interest from business
research scholars over the past couple of decades. The term
CSR became important when the stakeholders were given
more rights and importance in the business world. Exten-
sive research studies argue that CSR has been used previ-
ously as an afterthought, when in the 1980s the business
plus social areas of interests became parallel to each other
to serve the stakeholders. Later, the concept of CSR
evolved, and after two decades it was considered to be
instrumental in all strategic decision-makings in a busi-
ness.” Jones et al.>> have summarized the work of previous
studies to describe the relationships of CSR practices with
different corporate performance indicators. A study by Gar-
berg and Fombrun®* shows that CSR activities are stimu-
lants for increasing brand reputation in the minds of
customers, thus making it an investment of strategic nature
that can be viewed as a form of reputation building. The
existing literature also points out that companies which are
accountable in the social context can easily gain competi-
tive benefit and, thus, enhance their financial performance.
Stanwick and Stanwick® noted that there is an optimal
level of CSR where managers in the organizations control
an economic view of benefits versus costs.

CSR phenomenon connected to benefits can be supported
through resource-based perspectives (RBPs).'' RBP
explains the association between internal characteristics and
performance of organization and provides a reference point
to describe the reason for being involved in CSR activities.
Organizations preserve those resources which are vital to
convert inputs to outputs in manufacturing and services.?®
Thus, according to RBP, an organization reaps sustainable
competitive advantage by regulating and maneuvering the
resources.”’ The scarce intangible resources such as corpo-
rate reputation and culture bring about economic perfor-
mance. In this regard, moral capital as an intangible
resource is the product of an organization’s philanthropic
or ethical activities, constituting the notion of CSR based on

RBP.?® If CSR is based upon moral capital, the consumers’
skepticism can be avoided because they are keener to know
why a company is involved in these activities rather than
what it is doing.?® Thus, based upon RBP, moral values of a
company can enable it to create and transform good reputa-
tion into equity (monetary value).

Corporate reputation and corporate equity

A corporation’s reputation as a socially responsible entity is
a favorable component in establishing brand equity.*® A
company’s good reputation is a valuable strategic asset that
helps differentiate it from the competitors.>’ A company
may charge premium if it possesses competitive advantage
in terms of superior brand reputation.** A well-reputed com-
pany attracts more qualified personnel and that, in turn,
brings about valuable transactions from customers.®' Cor-
porate reputation plays a vital role in the success and in being
a profitable brand in almost every industry and business. On
the other hand, McWilliams et al.'! explain that social
engagement activities can enhance the cooperative culture
that would increase its know-hows and contribute to its rep-
utation. In this way, firms can develop true and sustainable
presence including the sustainable bionetwork for the orga-
nization.>* However, the image of a company is consoli-
dated only if the identity is well founded. Moreover, it is
not easy to build image of a brand in the market. This hap-
pens little by little, and when done rightly, results in repu-
tation or you can say positive reputation. Being remembered
as a trusted brand is the best achievement a business can
have. The path between “who we are” and “how we are
viewed” will always be loaded with reinterpretations, and
it is up to us as professionals to seek alternatives to make the
process of meaning clearer and more understandable.** Aca-
demic and managerial schools of thought jointly agree on the
aspect that positive reputation results in a profitable brand,
and it serves as a competitive advantage in the industry.**
When it comes to building reputation, one must understand
that it is a long process that takes decades to complete, and
all stakeholders contribute equally in developing long-term
reputation of a brand. Brand reputation can also be created as
aresult of certain activities including being philanthropic or
producing best quality whether in case of products or ser-
vices. The literature highlights brand reputation to be linked
with the organization’s integrity, or in other words, corpo-
rate reputation is a reaction of stakeholders to organization’s
strong, weak, or poor actions.™'”

Similarly, brand equity is the worth of a brand in the
market, and therefore, a high equity brand has high value in
the market. This seems to be a subjective concept with
several definitions such as by Sarstedt,”> which states that
it is overall estimation in which a company is held by its
constituents. However, this concept is not fully or clearly
understood.*® A brand is not just a name or symbol*’ but it
also has a capability to produce value, which is called as
brand equity in the business world.'®** Brand equity is, in
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fact, a collection of brand assets, liabilities, its name and
symbol that is added or deducted from the value provided
by a product or service to its customers.'® It can also be
defined as the differential effect of brand knowledge on
consumer reaction to the promotion of the brand. In the
marketing industry, brand equity is a phrase which explains
about value of having brand name based on the idea that
owner of a brand can generate revenue from brand recog-
nition. Brand equity refers to the brand value that has two
different perspectives related to economics and cognitive
psychology.® Brand loyalty is a part of the overall brand
equity where the extent of the brand power is determined
by positive or negative knowledge of consumers, which
includes their experiences and perceptions with the
brand.** In the views of Buil** and Cho,*' brand equity
constitutes brand image of the companies and loyalty for
their customers. On the other hand, according to marketing
researchers, brands are the most valuable assets for an
organization that can enhance the brand financial value to
the brand owner.*> Hence, brand equity is generated
through strategic investments, economic growth in market
share, critical association, and prestige value.***** It is
important to emphasize that the customer buys the product
for quality and the brand for empathy. The company, in
turn, is in charge of providing a set of values that add value
to the product while selling its image. Therefore, the ideal
image of a brand must follow a composite view, that is,
convey trust, quality, responsibility, and ethics.*® Thus, the
differentiation can take place in the positioning strategy in
a socially responsible manner.
Thus, the following hypothesis can be proposed:

H1: Brand reputation positively influences the brand
equity of fast-food companies.

CSR as moderator between brand reputation and
equity

According to daisy-wheel model of brand equities by
Jones,?! the brand equity is linked with its stakeholders’
fulfilled expectations. One of the most important expecta-
tions is socially responsible behavior. Companies have
used CSR as a strategic tool to meet the expectations of
various stakeholders such as NGOs, consumers, and
media.*> Hence, CSR and corporate reputation of a com-
pany help build affective perception of a higher brand lead-
ing to develop equity.’

The consumers pay more value to the company’s iden-
tity if it is aligned with their own belief system.*® Accord-
ing to Bhattacharya and Sen,*” consumers tend to associate
themselves with a brand’s CSR initiatives toward broader
community in addition to their consumption experience.
The perception about CSR activities of a company has a
positive impact on consumers who are sensitive to social
concerns.*® CSR activities also imply that the particular

company possesses enhanced competencies to produce
superior quality products.*’ A study by Hur et al.”> pro-
vided evidence that CSR is directly influencing the brand
equity of a company positively. Thus, CSR’s positive aura
has become even more prominent for all kinds of compa-
nies. Furthermore, abiding by the rules of CSR, especially
in the world connected through the Internet 24/7, is crucial
in competing and sustaining a good reputation. Equity of a
brand today is no longer constant, and can decline or
increase within a short span of time, thus making CSR even
more important to the businesses and their shareholders
than ever.?’ The power of destroying or building a business
now relies on the stakeholders including customers and
employees. Among the prominent stakeholders, customers
are given priority today by all companies. Customers build
the brand equity of a socially responsible company by
enhancing its future profits and goodwill. Therefore, CSR
activities are modes for companies to increase their repu-
tation, and thus affecting the brand equity as a result.*' This
is because CSR activities are the ones which “go beyond
the legal obligations,” thus showing that the company cares
more than just profits. CSR activities which act as a mod-
erator in this study cover different aspects of CSR in gen-
eral such as “sponsorship, CRM, and philanthropy.”"
CRM includes an organization’s guarantee to give a spe-
cific amount of cash to a philanthropic association or to a
social agenda when shoppers buy the organization’s items/
services. In one study, almost half of the respondents
claimed that they will happily move to another brand
because of a “cause.””

The different aspects of CSR (legal, ethical, philanthro-
pic, and economic) affect customer evaluations in the res-
taurant industry.” Since paying back to the society in the
form of philanthropic activities such as donations and com-
munity’s well-being creates corporation’s positive image,
therefore, restaurant managers should support CSR activi-
ties to contribute to the enduring success.”*

Based upon the foregoing discussion, the following
hypotheses are being proposed:

H2: CSR activities positively moderate the relationship
between brand reputation and brand equity in the fast-
food industry.

H3: CSR philanthropic perspective positively moderates
the relationship between brand reputation and brand
equity in the fast-food industry.

H4: CSR ethical perspective positively moderates the
relationship between brand reputation and brand
equity in the fast-food industry.

HS5: CSR legal perspective positively moderates the rela-
tionship between brand reputation and brand equity in
the fast-food industry.

H6: CSR economic perspective positively moderates the
relationship between brand reputation and brand
equity in the fast-food industry.
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Table I. Demographics of the respondents.
CSR Activities
Items Categories Frequency  Percentage
Gender Male 264 62.8
Brand Reputation Brand Equity Female 156 372
Age 18-30 years 346 82.4
31-39 years 53 12.6
Figure |. Conceptual framework. 4049 years 13 3
50-59 years 8 2
Education  Metric and less
The above discussion highlights the importance of CSR Intermediate 8 2
activities as a survival strategy for corporate giants in the Bachelor’s 105 25.1
current business era as well as its impact on a firm’s per- Master’s 222 52.8
ception, image, and identity. Although brand reputation has Above master’s/others 84 20.1
. . . . Income 10-24 K 70 16.6
been seen to influence brand equity directly, however, this
2549 K 89 21.1
research tends to find whether CSR can act as a moderator 50-74 K 7 171
to enhance the influence of brand reputation on brand 7599 K 10 25
equity. So far, much research considered the organizational 100 K and above 179 47

behavior and business’ profit maximization relation with
the CSR in the management domain.'” Here the research is
trying to extend the literature by focusing on CSR in terms
of economic, philanthropic, ethical, and legal perspectives
in marketing domain in general and consumer behavior in
particular as shown in Figures 1 and 2.

Methods

Participants and procedure

This research study employed quantitative deductive
approach to test the moderating effect of CSR on the brand
reputation and brand equity by using hypotheses develop-
ment process. The study is empirical and non-contrived
where the data have been collected through structured
questionnaire without changing the environment. A reliable
sample is one which concretely represents its population.
As this research is specifically about the fast-food industry,
the sample must be among those cities where most fast-
food companies are operating. The participants belonged to
the biggest fast-food chains, McDonald’s and KFC. A
screening question was asked to the respondents, “Which
fast-food restaurant have you visited in last 3 months?” If

they marked the checkbox of either McDonald’s or KFC,
then they answered rest of the questionnaire. Twenty-four
questionnaires out of 454 received were excluded due to
missing information. Hence, the sample size selected was
420 comprising fast-food restaurants’ stakeholders includ-
ing customers and employees with equal proportion partic-
ularly from Lahore region on convenient basis. If we look
at the demographic statistics of the respondent as shown in
Table 1, it is evident that maximum representation is from
the age group of 18-30 years in the sample, which is 82.4%
of the entire sample. So, we can say that younger genera-
tion in Pakistan is more inclined toward fast-food restau-
rants. Moreover, according to bureau of statistics of
Pakistan, youth comprises almost 58% of entire population
of the country, therefore their opinion matters a lot.

Measures

Established scales were used to measure constructs on a
five-point Likert-type scale. The constructs in the study
include brand reputation, brand equity, and CSR with its
perspectives on philanthropic, ethics, legal, and economical

Economic Philanthropic Legal Ethical
Perspective Perspective Perspective Perspective
Brand Brand
Reputation Equity
3 Methods

Figure 2. Extended research framework.



International Journal of Engineering Business Management

Table 2. Constructs’ reliability analysis.

S. no. Construct Source Number of items Cronbach’s o Variable nature
| Brand reputation Erisher et al.>® 6 0.939 Independent

2 Brand equity Hyun and Kim®® 12 0.924 Dependent

3 CSR (philanthropic perspective) Carroll’ 4 0.894 Moderating

4 CSR (ethical perspective) Carroll’ 4 0.793 Moderating

5 CSR (legal perspective) Carroll’ 4 0.885 Moderating

6 CSR (economics perspective) Carroll’ 3 0.721 Moderating
CSR: corporate social responsibility.

Table 3. Descriptive statistics.

Construct Mean Standard deviation Skewness Kurtosis
Brand reputation 4.10 0.62 0.79 I.15
Brand equity 3.83 0.76 —0.59 0.42
CSR (philanthropic perspective) 2.45 0.75 —0.43 0.10
CSR (ethical perspective) 4.07 0.73 —1.01 1.71
CSR (legal perspective) 3.6l 0.68 —0.67 1.45
CSR (economics perspective) 4.23 0.75 —0.89 1.50

CSR: corporate social responsibility.

as shown with their sources in Table 2. Fifteen items based
on Carroll’s’ four dimensions were taken to measure CSR
perception of the customer. Twelve items were adopted
from Hyun and Kim>> to measure brand equity. Six items
from Erisher et al.>® were used to measure brand reputation.

Results

Reliability test

The reliability test is employed with the intention to mea-
sure scale reliability. In reliability analysis, coefficient o
measures internal consistency and demonstrates how
closely is the set of items are.

Reliability in the form of Cronbach’s « for all the con-
structs was checked through SPSS (version 26) as shown in
Table 2. By looking at the values, we can say that compiled
data are reliable enough to perform statistical tests. The
reliability coefficient for brand reputation is 0.939, which
is reliable enough to be pursued for statistical tests. Brand
equity coefficient has reliability test value of 0.939 demon-
strating that the variable is reliable enough to proceed the
analysis. CSR is being used as a moderating variable and its
four dimensions have been analyzed. All four of its dimen-
sions such as philanthropic perspective, ethical perspective,
legal perspective, and economic perspective are reliable
enough as per the statistical values of 0.894, 0.793,
0.885, and 0.721, respectively.

Descriptive statistics

Table 3 reveals that mean values of all variables under
study range from 3.3 to 3.9, which show that maximum
number of respondents agree from the scale being used.

Skewness and kurtosis values indicate the normality of data
and they have a certain range for data to be claimed as
normally distributed. The values of skewness and kurtosis
must fall between —1.96 and +1.96, so if we look at
Table 3, the values lie exactly within this boundary limits.
Therefore, we can assume that our data are normally dis-
tributed and can be used further for statistical testing.

Confirmatory factor analysis

In order to analyze the characteristics of the instrument
employed, confirmatory factor analysis (CFA) was per-
formed with the help of AMOS 22. Furthermore, conver-
gent and discriminant validities were calculated based upon
outputs received from the CFA analysis. The measurement
model specified has shown better fit to the data of all
loading items (i.e. chi-square per degree of freedom ratio
(x*/df) = 1.982, incremental fit index = 0.951, Tucker—
Lewis index = 0.945, comparative fit index = 0.95, and
root mean square error of approximation (RMSEA) =
0.048). The convergent validity was established because
all factor loadings crossed the threshold value of 0.7, and
average variance extracted (AVE) was found to be >0.5 as
shown in Table 4 and Figure 3. The discriminant validity is
set up if square root of AVE of each construct is greater
than its correlations with other constructs. The results of
Table 4 confirm discriminant validity because they meet
the set criteria.

Regression analysis

The regression analysis employed in this research study
predicted the value of a variable based on another variable
value as described below.
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Table 4. Square root of AVE and correlations between constructs.?

AVE  Ethical CSR  Brand equity  Brand reputation  Philanthropic CSR  Legal CSR  Economic CSR
Ethical CSR 0.642 0.801
Brand equity 0.559 0.534 0.748
Brand reputation 0.607 —0.037 0.256 0.779
Philanthropic CSR  0.755 —0.060 —0.116 0.000 0.869
Legal CSR 0.645 0.363 0.369 —0.008 —0.095 0.803
Economic CSR 0.569 0.242 0.207 —0.090 —0.282 0.129 0.754

AVE: average variance extracted; CSR: corporate social responsibility.

?Diagonal elements (in bold) are the square roots of AVE whereas off-diagonal elements are the correlations between constructs.

CSA_FP1
CSR_PP2
CSR_FP2 -8
CSR_PP4

89

&)
£7)
%
ﬂi
’m
&)
£13
£2)
&2
€23

&3
2
€23

R_LP1

&
A
3

91

54‘ == CSR_LP3 =‘;f—
& CSR_LP4

9

(1)

CSR_EiP1
CSR_EtFP2

.80

32

CSR_EtP4

CSR_EcP1
CSR_EcP2 it
CSR_EcPa

Brand_Reputation

Figure 3. Confirmatory factor analysis.

H1: Brand reputation significantly impacts brand equity
of fast-food companies.

Table 5 shows regression analysis for the selected vari-
ables of this particular study in which independent variable

is brand reputation and dependent variable is brand equity.
There is a positive and significant impact of brand reputation
on brand equity. The predictive power (R?) of the model is
39% which is not very high, but as per p value, this predic-
tion is significant. Low R? value is fairly justified if the
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Table 5. Model (1): Impact of brand reputation on brand equity.?

B SE B t Value p Value
Constant 2483 0234 10.607  0.000°
Brand reputation  0.379 0.070 0369 5432  0.000°

2Dependent variable: BE. R* = 0.39. F = 29.508, SE = 0.596.
PSignificant at p < 0.05.

Table 6. Model (ll): Impact of brand reputation on brand
equity—moderating role of CSR.®

B SE p t Value p Value
Constant 3.534 0.049 71.900  0.000°
Brand reputation  0.179 0.081 0.175 2218  0.028°
CSR 0435 0.066 0.427 6.640  0.000°
Interaction 0.158 0.080 0.151 1.982  0.049

CSR: corporate social responsibility.
°R* = 0.51. F = 27.04.
BSignificant at p < 0.05.

relationship is significant. It means that there are some other
variables (other than brand reputation) which also predict
the dependent variable (brand equity). The magnitude (f5) of
our model, or in other words, change in brand equity due to
brand reputation, is around 37%. This relationship can also
be explained in an equation as given below for further under-
standing of the current relationship

BE :ﬁo + ﬁbr x BR

Moderation analysis

H2: CSR activities significantly moderate the relation-
ship between brand reputation and brand equity in the
fast-food industry.

In this particular setting, CSR has been taken as a mod-
erator between brand reputation and brand equity. In order
to proceed moderator analysis, an interaction term was
formed after centering of variables. Then regression anal-
ysis, consisting of both centered variables and the interac-
tion term, was carried out, and resulted in significant
moderation (p = 0.049) as shown in Table 6. It implies that
CSR significantly and positively moderates the relationship
between brand reputation and brand equity.One of the
important dimensions of CSR is what company thinks
about its employees and how it treats them at workplace.
Work-life balance, educational opportunities, counseling,
and career growth are some of the aspects that need to be
considered by the company about its employees. This par-
ticular dimension of CSR talks about employees’ perspec-
tive and data were collected from the employees as well
because they are the internal customers of a company. It is
evident from Table 7 that philanthropic perspective of CSR

Table 7. Model (lll): Impact of brand reputation on brand
equity—moderating role of dimensions of CSR.*

t p

B SE f Value Value
Constant 1.243 0.289 4298 0.000°
Brand reputation 0.283 0.067 0.276 4.248 0.000°
CSR (philanthropic 0.133 0.048 0.156 2.772 0.000°

perspective)

CSR (ethical perspective) ~ 0.229 0.089 0.150 2.582 0.011°
CSR (legal perspective) 0.129 0.087 0.138 1.479 0.140
CSR (economics 0.203 0.091 0.141 2231 0.014°

perspective)

CSR: corporate social responsibility.
*R? = 0.30. F = 11.452.
PSignificant at p < 0.05.

significantly and positively moderates the relationship
between brand reputation and brand equity in the fast-
food industry of Pakistan.

H4: CSR ethical perspective significantly moderates the
relationship between brand reputation and brand
equity in the fast-food industry.

Ethical perspective relates to the customers of fast-food
restaurants with regard to providing authentic piece of
information about its company and products. It also means
to provide hygienic food, consider customers’ opinion as
the most important part of feedback. A company tries to
satisfy customers with its actions and traditions to prove
itself a socially responsible entity. The results from Table 7
show that ethical perspective of CSR significantly and
positively moderates the relationship between brand repu-
tation and brand equity.

Legal perspective of CSR relates to legal bindings of a
company operating in a specific country with respect to its
prevailing laws and regulations to run business legally and
in a legitimate way. In other words, it talks about whether a
particular fast-food company is performing its business
operations including financial matters according to law of
the land. Moreover, being a socially responsible company,
whether the company is providing enough employment
opportunities in accordance with its expansion and business
model. So, data were collected for this dimension as well,
and it surprisingly did not reflect in a usual way. It did not
statistically enhance the relationship between brand repu-
tation and brand equity due to localized conditions.

H6: CSR economic perspective positively moderates the
relationship between brand reputation and brand
equity in the fast-food industry.

Lastly, economic perspective of CSR relates with
environment-friendly investments for the betterment of
future generations of a particular society where the com-
pany is operating. Conducting special campaigns regarding
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environment protection, sponsoring events in which gen-
eral public participates in achieving plantation targets,
investing in programs and institutions which positively
influence the growth of future generations, provoking a
healthy competition among different fast-food restaurants,
and so on. As is evident from Table 7, economic perspec-
tive of CSR significantly moderated the relationship of
brand reputation and brand equity as per collected data
from customers.

If we assemble all this information in an equation, it
becomes as

BE = fy + fpr X BR+ fcsrepp X CSRPP + f csrip

» CSREP + f cspp X CSRLP + f sespicp X CSRECP
BE = f; + 0.276 x BR + 0.156 x CSRPP + 0.150

x CSREP + 0.141 x CSRECP

where BE is brand equity, BR is brand reputation, CSRPP
indicates CSR (philanthropic perspective), CSREP indi-
cates CSR (ethical perspective), CSRLP indicates CSR
(legal perspective), and CSRECP indicates CSR (econom-
ics perspective).

Discussion

Past studies indicated CSR as the determinant of building
equity.'%?'3 This empirical study is the extension of work
to examine the specific role of each dimension of CSR. The
study revealed that CSR initiatives have positive catalytic
effect between brand reputation and brand equity. Accord-
ing to the outcomes, it has also been identified that brand
reputation has significant impact on brand equity in the
fast-food industry. The predictor and moderator in this rela-
tionship managed to predict about 39% of the dependent
variable (brand equity), and the relationship is significant
according to p value of regression analysis. In other words,
outcomes of regression analysis indicated that 39% of the
variance in brand equity can be explained by brand repu-
tation, and social responsibilities such as philanthropic,
ethical, and economic.

Hypothesis 1 of the study states that brand reputation
positively influences the brand equity of fast-food compa-
nies. This hypothesis has been supported (f = 0.369, p =
0.000) in the local context. It means a well-reputed com-
pany brings about valuable transactions from customers.>'
In this way, firms can develop true and sustainable pres-
ence including the sustainable bionetwork for the organi-
zation.”> Academic and managerial schools of thought
jointly agree on the aspect that positive reputation results
in a profitable brand, and it serves as a competitive advan-
tage in the industry.** The literature highlights that brand
reputation is linked with the organization’s integrity.>'"

The literature also suggests that CSR is directly associ-
ated with brand equity and is considered as one of the
important aspects to transform brand reputation into brand
equity.”” This is in line with hypothesis 2 that predicts that

CSR activities positively moderate the relationship
between brand reputation and brand equity in the fast-
food industry. This hypothesis has been supported as well
(f = 0.151, p = 0.049). Furthermore, CSR and corporate
reputation of a company help build affective perception of
a higher brand leading to develop equity.** The perception
about CSR activities of a company has a positive impact on
consumers who are sensitive to social concerns.*® CSR
activities also imply that the particular company possesses
enhanced competencies to produce superior quality prod-
ucts.*’ A study by Hur et al.>® provided evidence that CSR
is directly influencing the brand equity of a company posi-
tively. Thus, CSR activities are modes for companies to
increase their reputation, and thus affecting the brand
equity as a result.*? This is because CSR activities are the
ones which “go beyond the legal obligations,” thus show-
ing that the company cares more than just profits.>

The study’s hypotheses 3—6 predict that four CSR per-
spectives positively moderate the relationship between
brand reputation and brand equity in the fast-food industry.
Among the four dimensions of CSR, three significantly
moderated the relationship between brand reputation and
brand equity. These three dimensions with significant
results are ethical, economic, and philanthropic perspec-
tives. Their f§ values are 0.150, 0.141, and 0.156 (p <
0.05, for all), respectively, implying that the most impor-
tant aspect of CSR in building brand equity from brand
reputation is philanthropic followed by economic and ethi-
cal as stated by the respondents. These findings are consis-
tent with the previous studies (e.g. Esen,” Azham and
Ahmad,*' and Hur et al.>®) that have emphasized the impor-
tance of these aspects for equity building. The different
aspects of CSR affect customer evaluations in the restau-
rant industry.”® The philanthropic CSR has the highest
impact to strengthen the brand equity, perhaps because it
reflects what the society expects.>* Since paying back to the
society in the form of philanthropic activities such as dona-
tions and community’s well-being creates corporation’s
positive image, therefore, restaurant managers should sup-
port CSR activities to contribute to the enduring success.”
The consumers also closely watch organization’s economic
and production activities and expect it to share profits with
the society. The stakeholders use this obligation as a mea-
sure to assess a brand.'*

The legal aspect of CSR in a country like Pakistan did
not show a constructive role to translate brand reputation
into brand equity. The customers of McDonald’s and KFC
did not show their concerns about this aspect, because these
are judged against the set food standards, regulations, and
laws considering them as compulsion rather than a
choice.'® This could also be attributed to the localized per-
ception of the respondents in particular, and the overall
weak legal structures of developing economies in general.
It could also mean that social and interpersonal facets of
CSR appear to be important cues than the legal aspect to
transform brand reputation into brand equity. However,
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ethical responsibilities, depending upon the acceptance of
customers, are difficult to define and measure, but once
established, consumers may associate themselves with a
particular brand.*'

Contribution to theory

In an attempt to investigate the moderating effect of CSR
between brand reputation and brand equity, the empirical
results and theoretical concepts contribute to the literature.
The study considered the effects of dimensions instead of
the current approach that mostly regard CSR at aggregate
level in an effort of equity formation in food service orga-
nizations. Applying a thorough perspective of CSR makes a
contribution to the body of knowledge of marketing.

The research study creates a link between brand reputa-
tion and its equity with moderating dimension role of CSR.
The study contributes to the marketing psychology literature
in a number of ways. Even though CSR is acknowledged as
an effective method in marketing campaigns, there are lim-
ited studies that explore the individual effect of each dimen-
sion of CSR. Chen et al.® have suggested to further explore
the role of each dimension in different cultures. Since RBP
provides better understanding about the effect of corporate’s
CSR activities on financial performance,®’ this study
extended this approach to add to the body of knowledge
by exploring the impact of all aspects of CSR (philanthropic,
economic, legal, and ethical) in creating corporate reputa-
tion for equity in food service industry. The contribution of
the subject in multinational fast-food companies operating
in local context of Pakistan is itself a unique feature. The
respondents partially perceived CSR to foster brand equity
from brand reputation. All dimensions of CSR except legal
perspective are significantly moderating the relationship.
The legal aspect of CSR activities is considered to be cor-
poration’s duty instead of voluntary action.>!

Legal CSR activities are regarded as a company’s obli-
gation rather than optional. The philanthropic perspective
has the highest effect on the relationship according to the
attitudinal responses. This study also corroborates with the
previous studies® in nonsignificant finding of legal aspect
of CSR in respondents’ perspectives. The reason for eco-
nomic aspect being significantly moderating the relation
could be attributed to the local economic deteriorating con-
ditions of the masses. The respondents expect these multi-
national organizations to show corporate citizenship
behavior by contributing in job creation, improving quality
of life, and investing in other economic developments.

Implications for practice

The research has raised some important issues concerning
the significance of results. The majority of Pakistani
respondents have affirmative viewpoint toward CSR
expecting it essential for fast-food companies to help CSR
initiatives. The results of the present study have

implications for CSR managers to enhance their perfor-
mance by investing marketing resources in CSR initiatives.
The study revealed that consumers perceive those organi-
zations auspicious in terms of long-term success which are
involved to solve certain social issues. The organizations
that involve in social causes would achieve a positive word
of mouth, more trustworthy with reference to brand repu-
tation and equity, and acceptability to function in local
markets as compared to socially irresponsible companies.

According to the outcomes, it has also been identified
that brand reputation has significant impact on brand equity
in the fast-food industry implying that marketing managers
would continue to provide great role for promoting brand
image. It is identified that majority of customers tend to
visit fast-food restaurants with high brand reputation, and
when the aspect of CSR is added in their experience with
that particular brand, it enhances brand equity in the mind
of the customers. Therefore, it is self-evident from the
research that customers tend to become more loyal and
habitual about brands with high involvement with CSR.

CSR dimensions are distinct and need diverse kind of
skills and resources to implement them.

According to the response of participants on attitudinal
scale, the brand equity has been fostered partly. According
to these findings, the most effective dimensions are philan-
thropic, ethical, economic, and legal, respectively. All
dimensions of CSR except legal aspect positively moder-
ated the relationship to form brand equity. It could be con-
strued that customers of McDonald’s and KFC are not
abreast of their legal activities related to CSR. So, it is
essential to channelize fast-food’s marketing programs to
publicize legal aspects through in-store bulletin and web-
sites. On the other hand, marketers should devise plans and
formulate strategies by considering all significant dimen-
sions of CSR. The brand managers and practitioners would
be able to adjust worth of the companies by considering
only the most efficient dimensions.

The findings of this study would help managers devise
an optimal CSR strategy to develop superior corporate
strategy. The market managers should be aware of the ben-
efits of a socially responsible company. They should also
engage other employees in social activities so that they may
become associated with the objectives and make the efforts
consistent and reliable over time. They should then devise
publicity program to let customers aware of their CSR
activities. As a result, it would create a better perception
of products and services in the customers’ view.

Conclusion

Firms can no longer see their performance as a simple act of
marketing products or services. In the highly competitive
contemporary market, brands must exceed customer expec-
tations to make shopping experience memorable. The
motive of this particular research was to find out the rela-
tionship between brand reputation and brand equity in the
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fast-food industry of Pakistan. Further, the study was
designed to investigate whether CSR plays a moderating
role followed by dimensions-wise effects between them.
Data were collected from customers of fast-food restaurants
particularly from international chains working in Pakistan.

In this article, CSR has been administered as a compo-
site and four-dimensional construct instead of aggregated
single measure. The major objective of the study was to get
an insight of how various dimensions of CSR affect the
relationship of brand reputation and brand equity. A total
of 454 questionnaires were distributed on convenient basis
to the consumers of McDonald’s and KFC fast-food restau-
rants’ stakeholders including customers and employees
with equal proportion particularly from Lahore region of
Pakistan. A sample size of 420 was finalized for further
analysis due to incomplete information in rest of the ques-
tionnaires. Both descriptive and inferential statistics were
performed, and the results confirmed three out of four cau-
sal hypotheses of the study. The hypotheses related to ethi-
cal, economic, and philanthropic perspectives of CSR were
accepted, while legal perspective could not be accepted
based upon the results.

The results are consistent with the previous studies that
have found positive relationship between brand reputation
and brand equity.>>*! The past studies are also in line with
the current findings that CSR plays a greater role in enhan-
cing the brand equity of an organization by developing
good reputation.>®4*3!

The managers of the region should line up their efforts
toward CSR activities directed at improving corporate social
performance for the overall betterment of the organization
as well as the society. The brand managers of fast-food
restaurants may obtain direct benefits of enhanced brand
equity by initiating CSR activities. The study has several
limitations with reference to sampling technique, sample
size, and geography. Future studies may be conducted to
overcome these constraints, as well as add more useful vari-
ables to further enhance the predictability of the model.

Limitations and future research directions

Despite several contributions, the study has few limitations
that may act as opportunities to conduct future research in
this sought-after area.

The explanatory power of the model was 39%, implying
that there are other variables that may be included in the
model to enhance the predictability of brand equity in
future models. Further research can be extended to incor-
porate few more variables into the model to enhance its
predictive power.

The results should be interpreted with caution because
this study has employed convenient sampling, thereby
overestimating some demographic groups. Another limita-
tion of the study that may have affected the results is related
to sample size and location of the respondents. The future
studies should be conducted utilizing some probabilistic

sampling technique with large sample across different cit-
ies of the country as well as across geographical regions for
the generalizability against social, cultural, political, and
economic diversities in application of CSR dimensions.
Similarly, the similar research model may be checked for
its reliability in other related sectors, as well as to further
extend the model downward for customer behavior out-
comes such as purchase intention and word of mouth.
Future studies may also consider the effects of religion,
education, and gender on the relationships under discus-
sion. Moreover, since CSR and brand equity are hard to
grasp concepts, qualitative studies may help understand
them in a better way. Another interesting aspect to study
could be to investigate what happens if corporations show
socially irresponsible behavior to the society.
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