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ABSTRACT

In today’s dynamic business landscape, Corporate Social Responsibility
(CSR) is considered as an important strategic initiative for attaining
sustainable competitive advantage. The present study aims to
examine (i) the influence of consumer’s perceived firm innovativeness
(CPFI) and consumer trust on perceived CSR activities of the firm and
(i) the mediating role of perceived CSR in the relationship between
(ila) consumer’s perceived firm innovativeness and purchase intention
(iib) consumer trust and purchase intention. Four hypotheses were
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tested with the primary data (n = 287) collected through a structured firm innovativeness
questionnaire. The regression analysis revealed that CPFI and

consumer trust have direct positive impacts on the perceived CSR.

Further, perceived CSR mediates the relationship between CPFl and

purchase intention. However, perceived CSR does not play a mediating

role between Consumer Trust and Purchase Intention. Overall, the

findings of this study indicate that engagement in the CSR activities

tend to reduce the perceived risk associated with innovation and

consequently, influence the purchase intention among consumers.

Theoretical and managerial implications are further discussed.

Introduction

Corporate social responsibility (CSR) is primarily considered as a corporate issue proactively
taken to maintain a firm’s and society’s long-term prosperity (Hawn & loannou, 2016;
Oberseder, Schlegelmilch, & Murphy, 2013). CSR has been widely studied across all broad
management domains i.e. marketing, strategy, finance and operations. Majority of past
research on CSR focused largely on managerial perspective and discussed about which CSR
initiatives tend to enhance corporate performance (Basu & Palazzo, 2008). To mention a few,
the extant literature covers the impact of CSR in terms of brand equity, corporate perfor-
mance, market value, corporate reputation and firm’s sustainability (Hur, Kim, & Woo, 2014;
Korschun, Bhattacharya, & Swain, 2014; Malik, 2015; Wang, Chen, Yu, & Hsiao, 2015). A few
studies highlighted that it is important that consumers should discern the CSR activities of
the firm in a right manner (Lee, Park, & Lee, 2013; Oberseder et al., 2013). The importance of
innovative firms is increasing day by day as innovation is positively related to increased
profitability (Hausman & Johnston, 2014). However, when the firm is innovative, consumers
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are sceptical about the firm. This is because an innovative firm does not convey detailed
information about its innovation to consumers. Therefore, there is always information asym-
metry in the market. Further, the innovative firms differ from other firms in terms of financial,
technological, strategic and consumer orientations (Aghion, Bond, Klemm, & Marinescu,
2004). Therefore, it would be interesting to explore how consumers perceive CSR activities
of innovative firms i.e. whether it isimportant for innovative firms to engage in CSR activities?
There have been a few attempts to understand how consumers perceive the CSR activities
of a firm (Mejri & Bhatli, 2014; Skarmeas & Leonidou, 2013). But no study has explored con-
sumers’ perception of CSR initiatives in the case of innovative firms. The present study is an
attempt to fill up this gap.

Innovative firms introduce information asymmetry in the market (Jeon & Menicucci, 2008),
therefore, consumers feel risky while purchasing a product or service from such innovative
firms (Bouncken & Kraus, 2013). The signals given by the firm in the form of CSR activities
will act as messages for consumers. If the consumers have trust on firm, then these messages
will be taken more positively by the consumers. The present work aims to shed light on this
issue by exploring the role of consumer trust and consumers’ perceived innovativeness on
the perceived CSR activities. The previous literature has focused on the negative impacts of
firm innovativeness in terms of information asymmetry and risk. The reasons of innovation
failures are discussed by previous studies. However, the solution to reduce these negative
impacts has not yet been explored by any study. The present study is as attempt to contribute
in this void. It aims to test whether CSR activities performed by the firm can act as alleviator
reducing the risk and information asymmetry introduced by firm innovativeness in the mar-
ket. Therefore, the present study aims to examine (i) the influence of consumer’s perceived
firm innovativeness (CPFI) and consumer trust on perceived CSR activities of the firm and
(ii) the mediating role of perceived CSR in the relationship between (iia) consumer’s perceived
firm innovativeness and purchase intention (iib) consumer trust and purchase intention.

The rest of the article is structured as follows. The next section will present the conceptual
background of CPFI (consumers’ perceived firm innovativeness), CSR, and consumer trust
followed by hypotheses development. Then, we shall describe the research method followed
by results and discussion. Finally, the paper will be concluded with theoretical and mana-
gerial implications, limitations and scope for future studies.

Literature review and hypotheses development
CPFI and perceived CSR

Consumer perceived firm innovativeness

Although the terms‘innovation’and‘innovativeness'are often used interchangeably in mar-
keting and management research, there is a key difference between the two concepts (Kunz,
Schmitt, & Meyer, 2011). Innovation deals with outcomes of firm activity. However,
‘Innovativeness'refers to the capability of the firm to be open to new ideas and work on new
solutions (Crawford & Di Benedetto, 2003). In the context of consumer’s perception of firm
innovativeness, CPFlis conceptualized as‘a consumer’s perception of an enduring firm capa-
bility that results in novel, creative, and impactful ideas and solutions for the market’ (Kunz
etal., 2011). It is viewed as the product of years of successful innovative tracks in the con-
sumer’s mind, which takes time to create (Henard & Dacin, 2010). Certain firm characteristics
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are observed by consumers over time and further judged by them based on information,
knowledge and experience. In order to build up a consistent image of firm innovativeness
in consumers’ mind, these firm characteristics need to be stable over time (Brown & Dacin,
1997). Recent studies have conceptualized CPFl as a term to refer to what consumers think
of the firm’s capability to introduce innovations into the market (Pappu & Quester, 2016).

Although, novelty has been identified as a central aspect of ‘Innovativeness’ (Crawford &
Di Benedetto, 2003), introducing new things alone does not make a firm innovative.
Consumers are more likely to view a firm as innovative if its novel and creative efforts have
market impact (Kunz et al., 2011). Consumer-centric perspective of firm innovativeness is
very important as finally consumers are the end users for whom firms take all the efforts.
Therefore, it is crucial to understand what consumers think about firm innovation. With
respect to firm innovativeness, consumers are interested in capability of firm’s new products
to satisfy their current needs and satisfaction of their needs in the present (Rubera & Kirca,
2017). Using a consumer-centric perspective, creativity broadly includes all kind of company
efforts and activities that are seen as unique from the competition and as meaningful to the
consumer (Amabile, 1988; Im & Workman, 2004). In sum, we say that consumers don't per-
ceive a firm as ‘innovative’ if it does not have creative and novel ideas that succeed in
marketplace.

Corporate social responsibility

Contemporary society expects firms to act responsibly and sustainably which has led to the
development of concept ‘Corporate social responsibility (CSR)' (Zentes, Morschett, &
Schramm-Klein, 2017). Corporations are increasingly held responsible for activities up and
down their value chains but outside their traditional corporate boundaries (Schrempf-Stirling,
Palazzo, & Phillips, 2016). CSR is a broad area that attempts to answer a question whether
firms should voluntarily perform additional functions that benefit other members of society
(Bauman & Skitka, 2012). It generally addresses the proper relation between business and
society and the extent to which firms have responsibilities beyond the pursuit of their eco-
nomic self-interest and compliance with the law (Carroll, 1979; Davis, 1973; Jones, 1980;
McWilliams & Siegel, 2001; Stone, 1975). Considering the complexity of the term‘Corporate
social responsibility; several conceptualizations of CSR are available in the literature: as a
social obligation, as a stakeholder obligation, as ethics-driven and as a managerial process
(Maignan & Ferrell, 2004). Among all these perspectives, stakeholder perspective has become
widely popular for research as it offers help in identifying to whom corporations are respon-
sible (Donaldson & Preston, 1995; Jones, 1995). The Hooghe (2001) defined CSR as‘a concept
whereby companies integrate social and environmental concerns in their business opera-
tions and in their interaction with their stakeholders on a voluntary basis’ (Hooghe, 2001).
Campbell (2007) conceptualized CSR focusing more on centrality of stakeholders. He sug-
gested that companies must not do anything that could harm their stakeholders and if
corporations do cause harm to their stakeholders, they must then rectify it whenever the
harm is discovered and brought to their attention.

Although, innovation in the form of a unique and superior combination of firm resources
may bring considerable benefits to the focal firm (Schumpeter, 1934), it may also induce
information asymmetry between the firm and its stakeholders. According to Signalling the-
ory, a marketplace is characterized by information asymmetry or imperfect information
(Spence, 1974, 2002). Information asymmetry is inherent in the nature of innovation (Millar,
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Udalov, & Millar, 2012). Even despite patent protection, the innovator will normally release
only as much information about how the innovation is achieved as is necessary (Jeon &
Menicucci, 2008). Thus, stakeholders of innovative firm have very little idea about the inno-
vations done by the firm. This information asymmetry between a firm and its stakeholders
intensifies as the firm becomes more innovative. Second factor that is inherent to innovation
is‘Risk’” Innovation is inherently highly risky (Drucker, 1985). Innovation is related to novelty
which in turn increases risk (Bouncken & Kraus, 2013). As the firm becomes more innovative,
its innovativeness acts as a booster to induce feeling of risk in the minds of customers. In
this regard, they may develop a strong concern over any further transaction with the firm.

On the basis of signalling theory, we argue that with the aid of CSR activities as signals,
firms attempt to convey information about their sustainability to consumers. CSR activities
of firm can act as reducing agents in abbreviating information asymmetry and feeling of risk
in consumers'mind and thereby ensuring them about sustainability of firm. Signalling theory
further suggests that effective signals must meet two interrelated criteria: first, they must
be observable; second, they must be sufficiently costly so that only the truly sustainable
firms can afford to give them (Spence, 1974; Bergh & Gibbons, 2011). CSR activities conducted
by a firm can fulfil both the criteria and thus serve as effective signals. First, firms with a good
CSR record are able to establish a good social image in the eyes of stakeholders through
accumulating moral capital (Godfrey, 2005). Accumulating moral capital through CSR
engagement can attract more positive attention from all kinds of stakeholders (Godfrey,
Merrill, & Hansen, 2009). Therefore, CSR activities are observable. Also, CSR is costly and
requires a lot of firm resources (Freeman, 1984). Some existing findings suggest that CSR
may actually hurt a firm’s short-term market value (Di Giuli & Kostovetsky, 2014). These
evidences from literature corroborate that CSR activities are costly and thus cannot be carried
out by unsustainable firms. On the other hand, in case of a sustainable firm, the benefits
from CSR activities will outweigh these costs in the long run. Therefore, sustainable firms
can afford CSR activities and use them as indicators of sustainability to relieve consumers
from risk.

In sum, we argue that innovative firms generate information asymmetry in marketplace.
Risk is an inherent factor in CPFI. In order to reduce information asymmetry and alleviate
risk in consumers’ minds, CSR activities are carried out by firms. These CSR activities act as
indicators of firms’ sustainability to consumers. Thus, we can formulate Hypothesis 1 as:

H1: CPFl has positive effect on perceived CSR.

CPFI-CSR-PI

Olsen (1977) proposed cue utilization theory which suggests that specific characteristics of
the target object can become a cue for other attributes of the target, if they have predictive
and credence value. Based on the theory, prior empirical studies have shown that consumers
use associations to infer specific attributes when specific information is missing (Brown &
Dacin, 1997; Gurhan-Canli & Batra, 2004). Innovation leads to information asymmetry in the
market as the innovative firm does not release entire information about its innovation in the
market (Jeon & Menicucci, 2008). Due to this information asymmetry, some information
about innovation is missing for consumers. Based on the evidences from literature and‘Cue
utilization theory’(Olsen, 1977), we argue that in order to deal with such missing information
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about innovation, consumers treat CSR activities of the firm as characteristics of target object
and use them as a cue for missing information. Therefore, here, we provide more parsimo-
nious explanation for the firm innovativeness-perceived CSR relationship using cue utilization
theory and therefore support our arguments in the previous section. Further, we argue that
if CSR activities are acting as a cue for consumers to infer missing information, consumers
may infer that firm will sustain in a long run and it will perform its tasks effectively. This will
cause the consumers to feel less risky about the firm and increases purchase intension. Thus,
we conclude that perceived CSR must transmit the impact of firm innovativeness onto con-
sumers’ purchase intensions from the firm.

If the positive relationship between consumers’ perceived firm innovativeness (CPFI) and
perceived CSR holds, the extensive support observed in marketing for a positive relationship
between CSR and purchase intension (Pl) implies a mediating role for perceived CSR in the
relationship. If a consumer perceives the firm as highly engaged in CSR activities, it acts as
a strong reason for him/her to develop purchase intension from the firm. Firms that fail to
signal their CSR activities are thus unlikely to translate the benefits of high innovativeness
into purchase intensions. That is, perceived CSR is a necessary condition for innovativeness
perceptions toward a firm to translate into purchase intension. Hence, we offer a hypothesis
for the intervening role of perceived CSR in the relationship between consumers’ perceived
firm innovativeness (CPFI) and purchase intension (Pl), in the absence of any empirical evi-
dence about this relationship in the existing literature.

H2: Perceived CSR mediates the positive relationship between CPFl and Pl

Consumer trust

Trust is based on consumers’ expectations that the seller will not havean opportunistic atti-
tude and take advantage of the situation (Chari, Christodoulides, Presi, Wenhold, & Casaletto,
2016).Trust generally is viewed as an essential ingredient for successful relationships (Berry,
1995; Morgan & Hunt, 1994). Trust is a set of socially learned and socially confirmed expec-
tations that people have of other people or organizational entities (Barber, 1983). Trust
develops as a result of a firm belief that the trustee is reliable, honest and benevolent
(McKnight, Choudhury, & Kacmar, 2002; Morgan & Hunt, 1994). Further, Morgan and Hunt
(1994) stated that trust can be conceptualized as a belief that trustee will behave in a favour-
able manner. From a consumer perspective ‘Trust’ can be defined as the consumer’s belief
that a corporation will perform in a manner consistent with expectations regarding its exper-
tise, integrity and goodwill (Park, Lee, & Kim, 2014). Customer’s trust in a firm can be captured
as the customer confidence in quality and reliability of the services offered by the firm
(Garbarino & Johnson, 1999). Trust is defined as“the expectations held by the consumer that
the service provider is dependable and can be relied on to deliver on its promises”
(Sirdeshmukh, Singh, & Sabol, 2002).

Martin, Camarero, and José (2011) suggested that the role of consumer involvement in
the formation of trust is significant. Thus, we suggest that the consumer having trust on firm
is highly involved with the firm. As discussed previously, signalling theory (Spence 1974,
2002) suggests that with the aid of CSR activities, firms attempt to convey information about
their sustainability to consumers. According to theory of social judgement (Sherif & Hovland,
1961), a highly involved individual who agrees with a message will interpret it more positively
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than it actually is. Therefore, when a consumer is highly involved with a firm agrees with the
message given by firm, he or she interprets the message more positively .This reaction
represents assimilation effect. On the same basis, we claim that the signals given by the firm
in the form of CSR activities will be taken more positively by highly involved customer who
trusts the firm. Therefore, when customers trust firm, CSR activities by the firm are perceived
more positively by them. Thus, we assume that

H3: Trust has positive effect on perceived CSR.

Trust-CSR-PI

Past research has found that consumers’responses to CSR are complex (Foreh & Grier, 2003;
Yoon, Gurhan-Canli, & Schwarz, 2006). Sometimes, consumers don’t take CSR activities per-
formed by the firm in a positive manner as they are sceptical about motives behind CSR
activities (Park et al., 2014). Godfrey (2005) argued that corporate reputation of a firm among
consumers can be achieved through CSR activities only when these activities performed by
afirm are perceived positively by consumers. When a firm has good reputation in consumer’s
mind, purchase intention of consumer automatically increases.

Based on the discussion in previous section on consumer trust and our hypothesis about
positive relationship between consumer trust and CSR, we argue that if consumers trust
firm, CSR activities performed by the firm are perceived positively by them. This in turn leads
to purchase intention. Therefore, consumer trust leads to purchase intension and this rela-
tionship is mediated by CSR activities of the firm. We hypothesize that

H4: Perceived CSR mediates the positive relationship between Consumer trust and PI.

The findings of the previous studies are summarized in the Table 1 and the conceptual
framework is depicted in the Figure 1.

Research method
Measures

All the measures used in the study, comprised multiple items and were adopted from the
previous studies. For measuring Consumer perceived firm innovativeness (CPFI), we have
adapted the items developed by Kunz et al. (2011). Perceived CSR was measured with Brown
and Dacin (1997) scale items. Trust was measured with the items developed by Garbarino
and Johnson (1999). All the items for CPFI, Perceived CSR and Trust were measured with a
seven-point Likert-type scale with anchor points: 1 = strongly disagree, 7 = strongly agree.
The purchase intension scale was taken from the study by MacKenzie, Lutz and Belch (1986).
Respondents were asked to rate their purchase intention with three seven-point semantic
differential scales with anchor points: scale 1: 1 = unlikely, 7 = likely; scale 2: 1 = impossible,
7 = possible; scale 3: T =improbable, 7 = probable. All the measures used in the present
study have proven their applicability across various contexts, but, we checked the content/
face validity of all the items in the present study context with a panel of thirty respondents.
The panel comprised of 15 consumers and 15 marketing professionals.



JOURNAL OF STRATEGIC MARKETING . 7

15141 JO dAIIDIPaId 150w By dJe S10108) [eUOSIAAIRU
SuoUALUI 1NNy
pue s9pNn11e JUSUOdWod U2IM]S( SI01RIPAW JY] dJe
‘U0112.JS11eS UBY] JBYIRI JUSWIIWOD PUR 1SNI] ‘SI9W0)SND
Jeuoniefal ybiy ayj 104 'suolIUSIUI 2ININJ PUB SIPNIIL
Jusuodwod 3y} usam1aq 1on11su0d buneipsw Arewnd
U] SI UOIIDRJSIIES [[BIDAO ‘SISWIOISND [BUOIIR|SI MO| 3Y] JO4
,AWoy 01 350|2, 31 A3U1 YoIym
01 JUdIX3 3Y) U] JaY3.J S|[1%S PUB S32INOS3I S, WL J19Y1
YHM 14 419y} JO Swid) ul Ajiewd saiyuniioddo 1onpoud
M3U 31en|eAd 0) pabeinodus aue sisuoniideid 1onpoid maN
wsidndads pe jo
9j01 bunesspow Joj 110ddns spinoid pue spusiy 300gade
UM 15N11 JO S|9A3] Y1y Yuim pajeidosse ale (4go) suon
-BPUSWIWIODAI pueIq Pa1eIauab Jasn ul1snil uo S|aA3| JaybiH
Aurensdun
|ed160jouyda] J93ealb Japun snosbejueape si uonnadoo)
*S3NS JO uoieaouur uo 1oedwi buikien e sey uonnadwod
pue uonnadood jo unsind snosuelnwis ay1 ‘uonnadoo)
9b.e| 1e plIoM Y1 pue siapjoyaxels Ay
11341 01 109ds3J Y1IM 128 pue ssndsIp Hjuly) siabeuew moH
S911IAI1DR YS) S, Auedwiod
9y} 1oddns 01 s1awW0IsNd pue Juswabeuew aAIRdIAd
$99£0|dWa 3Y1 YaNw MOY JO UOIIdUN B SB SISWOISNI JY)
yum pue uoneziuebio syl yum Ajuspi ssskojdws suljiuoi4
poddns Jap|oyaxels paseanul
91eIauab SIAIRIUL YS) "SWIOU JSP|OYS)elS pue [euol)
-ezjuebio yioq 01 A11wiojuod Ae|dsip 01 usxeLISPUN SUOIDR
se saNIAIDe YSD Jo uondidaq "YsD Jo uonezijenidaduo)
sa2ual4adXa pue suonows
Jawinsuod se [[am se aAdadsiad aAnubod-jeuonduny
1uNOdde O)ul 3e] pue sa1bojouyda) pue s1onpoid mau

JUSWIHWIWOD pue Isni}
BIA SUOIIUSIUI JDWOISND
21NNy -apnii3ie ‘uoridejsies

duewopad
pue uo123as 133(
-01d-sSauaAllRAOUUI 1ONPOId

N
YgON-SPUdLI} Y00 IsniL

uoleAOUUl pue uoiHRdoo)
Bupjew asuas uon
-ez|uebJo JO [9pow $s3201d

soako|dwsa aulpyuoy
Buowe aduewloyiad

qgof 01 45D bunjuil [ppo
uoddns

19p|OYaels pue saAleRIul
45D usamiaq diysuonejay

°2lhoJ

uolewloul
ydJeasal 1oyiew
Jo uonezijin

SUOIUALUI 2ININ4

2duewiopad pue
uo1123|3s 123(0ld

s
uoleaouu [ed1pel
‘uoljeaouul
Kieuonnjonay

SaNIANDE YS)

duewloyad qor

1oddns
1apjoyaXel1s

JaydJeasal ul isniy Jasn

9PNHNE ‘UOIIIRJSIIES

SSoULAIIeAOUUI 1ONPOId

1sn43 03 Aysuadoud
‘Aujige ‘Ayubajul ‘adusjonauag

uo12doo)
S3IMAIIR YSO JO SUOISUSWIP
dA11eU0D D1IsInbul| ‘DAubO)

4SD 4oy 1oddns Jawoisnd

paniddiad ‘Ys) 104 1oddns
Judwbeuew PaAIdId]

S9AIIRIHUI YSD

1sna|

1snJl Jswnsuo)

uolneAaouu|

1snJl Jswnsuo)

uolneaouu|
Auigisuodsay
|eros a3elodio)

Aujigisuodsal
Jeos aelodio)

Aujigisuodsal
Jeos aelodio)

Nr(€661)
‘|e 39 URWIOO

Ar
‘(6661) uosuyor
pue ouleqien

WIdr “(L00T)
IpIuYIsUISy
pue sj9auueq

44r'9107)
‘le1d ueyd

4ar‘(€102)
snesy pue usypunog

4NV ‘(8002)
0zze|ed pue nseg

F(#102)
‘e 33 unydsioy

SWYT ‘(¥002)
||94124 pue ueubiepy

1snf10u pue 3joym e se suopdadiad JaWnsuod JapIsuod [enuaLadxa-anndaye pue (14d) SSaUIAIIRAOUUI dar
0} SPa3u Wiil4 *3]eds [4d JO uonepljeA pue Juawdo|aaaq 91noJ aAIHUBOd-|euONdOUNS A)eAo] JSWNSUO)  SSIUIAIRAOUUL WL PIAIDID Wiy panadIad ‘(L10Z) ‘|2 1@ ZUny
sbuipuy ure|y sIomawiely |ed132103Y | (AQ) 319 (Al) 3|geliea Juapuadapu) IX93U0D) Apnis

-elIBA ucw_ucwﬂwﬁ_

"aIn1ela}| snoiaaid Jo Alewwns °| djqe}

/T0Z 1890100 80 0G:€T ® [AriqiT Aisieaun Bingueyio] Aq pepeojumoqg



Downloaded by [Gothenburg University Library] at 13:50 08 October 2017

8 e B.D. UPADHYE ET AL.

Figure 1. Conceptual framework.

Sample and data collection

The population of this study was composed of shoppers aged 18 years and above. The sam-
pling frame was comprised of students and working professionals. A questionnaire was
designed to measure the constructs of the study and demographic details of the respondents
(See Appendix 1 for items of the constructs). The questionnaire was sent to 310 respondents
through email. Response rate was 98.06% (304 out of 310 respondents responded). After
removing incomplete questionnaires and outliers, the final sample size considered for testing
the hypotheses was 287. The sample size meets the minimum sample size for running the
multivariate data analysis techniques like regression analysis (e.g. Dennis, Newman, Michon,
Brakus, & Wright, 2010; Shukla, 2009).

Data analysis and results
The sample and descriptive statistics and reliability of the constructs

The socio-demographic profile of the sample and descriptive statistics of the constructs are
represented in Table 2. Table 2 shows that almost half of the respondents are female (49%);
51% respondents are graduate, 42% are post graduate and 7% hold Ph.D or equivalent
degree. Mean age of the respondents is 28 years and mean monthly household income is
Rs.55645. 54% of the respondents are students, 8% are businessman and 38% are employed.
The mean scores and standard deviations of CPFl scale items range from 5.439 to 5.899 and
1.09 to 1.44, respectively. The same for perceived CSR range from 4.272 to 4.875 and 1.259
to 1.33, respectively. The mean scores and standard deviations of Trust range from 2.199 to
5.889 and 1.166 to 1.676, respectively. The same for purchase intention range from 5.362 to
5.519and 1.371 to 1.524, respectively. The reliability statistics (Cronbach alpha values) of the
four constructs are .875, .793, .753, .926 for CPFI, Perceived CSR, Trust, Purchase intention,
respectively.

Hypotheses testing

The hypotheses of this study were examined with a sophisticated multivariate statistical
technigue namely regression analysis. The results are presented in Table 3. Conceptual frame-
work is depicted in the Figure 1 which represents several interdependent relationships.
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Table 2. The sample and descriptive statistics of the construct items.

Gender Male 51%
Female 49%
Education Graduate 51%
Post graduate 42%
Ph.D or equivalent 7%
Occupation Students 54%
Businessman 8%
Employed (government/private/self) 38%
Age Mean age 28 years
Monthly Household Income (MHI) Mean MHI Rs. 55645
Constructs and their items Mean SD
Consumer’s Perceived Firm Innovativeness (CPFI)
CPFI 579 1.118
CPFI2 5.798 1.18
CPFI3 5.899 1.09
CPFI4 5.652 1.368
CPFI5 5.599 1.23
CPFI6 5.439 1.44
CPFI7 5.815 1.139
Perceived CSR
CSR1 4.498 1.292
CSR2 4.526 133
CSR3 4.875 1.259
CSR4 4.272 1.323
Trust
T1 5.672 1.181
T2 5.889 1.168
T3 2.728 1.625
T4 5.868 1.166
T5 2.944 1.676
T6 2.199 1.426
Purchase intention
P 5.362 1.524
PI2 5519 1.371
PI3 5.488 1.396

Table 3. Hypotheses testing.

Hypotheses Relationship cs Assessment
H1 CPFI->CSR 522" Supported
H2 CPFI->CSR->PI 351" Supported
H3 Trust->CSR 267" Supported
H4 Trust->CSR->PI 067 Not supported

Notes: CS = completely standardized path coefficients.
“p < .05.

In order to test the impact of CPFl on perceived CSR, we carried out regression analysis
with dependent variable as‘Perceived CSR’and independent variable as‘CPFI/The results of
the test (8=.522, t=10.33, p <.05) show that CPFI has positive effect on Perceived CSR.
These results led us to accept hypothesis H1.Thus, CSR activities of the firm act as indicators
of firm sustainability to consumers alleviating the risk associated with firm innovativeness.
Also, CSR activities mitigate the information asymmetry introduced by firm innovativeness.
To check, the mediating role of Perceived CSR in the relationship between CPFl and Purchase
intention (Pl), we considered four-step approach of mediation analysis recommended by
Baron and Kenny (1986). In step 1, simple regression analysis is carried out with CPFI as
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independent variable and Purchase intention (Pl) as dependent variable. The results of the
test (8 =.425,t=7.92, p < .05) show that Beta value is significant. In step 2, we carried out
simple regression analysis with CPFl as independent variable and Perceived CSR as depend-
ent variable. The results of the test (8 =.522, t = 10.33, p < .05) show that beta value is signif-
icant. In step 3, we carried out simple regression analysis with Perceived CSR as independent
variable and Purchase intention (Pl) as dependent variable. The results of the test (8 =.324,
t=5.789, p < .05) show that Beta value is significant. After examining significance of coeffi-
cients in all three steps, we carried out step 4 in which we performed multiple regression
analysis with CPFI, Perceived CSR as independent variables and Purchase intention (PI) as
dependent variable. The results of the test (CPFI: =.351, t =5.623, p <.05; CSR: 3=.141,
t=2.261, p <.05) show that partial mediation has occurred as both the coefficient values
are significant (Baron & Kenny, 1986). This leads us to accept hypothesis 2 stating that per-
ceived CSR activities of a firm mediate the effect of CPFl on PI. Further, to test hypothesis
H3, we carried out simple regression analysis with Trust as independent variable and
Perceived CSR as dependent variable. The results of the test (8 = .267, t = 4.679, p < .05) show
that Trust has positive effect on Perceived CSR. This leads us to accept hypothesis H3. In order
to study mediating role of Perceived CSR in the relationship between Consumer trust and
Purchase intention (PI), we followed the same four step approach recommended by Baron
and Kenny (1986). In step 1, simple regression analysis is carried out with Consumer trust as
independent variable and Purchase intention (PI) as dependent variable. The results of the
test (8 =.067,t=1.128, p > .05) show that Beta value is not significant. This result is indicating
that consumer trust does not have any impact on Purchase intention (Pl). As we did not get
significant direct relationship between Consumer trust and Purchase intention (Pl) in the
first step itself, we did not proceed to further steps in the method proposed by Baron and
Kenny (1986). As the direct relationship between Consumer trust and purchase intention
(P1) is not significant, the mediation role of CSR in the same relationship can't be checked.
This leads us to reject our hypothesis H4. The possible reasons for this rejection of hypothesis
H4 are discussed in detail in the next section.

In sum, the results of the present study showed that consumers’ perceived firm innova-
tiveness (CPFI) and consumer trust have positive effects on perceived CSR. Perceived CSR
mediates the positive relationship between CPFl and purchase intension (PI). In other words,
perceived CSR is a necessary condition for innovativeness perceptions toward a firm to
translate into purchase intension. In addition, perceived CSR does not mediate the relation-
ship between consumer trust and purchase intention.

Discussion

The objective of this study was to explore the impacts of Consumer’s perceived firm inno-
vativeness (CPFl) and consumer trust on perceived CSR activities of the firm. The study also
tried to explore the mediating role of perceived CSR activities of the firm on two relationships.
The first one is the relationship between CPFl and purchase intention and second one is the
relationship between consumer trust and purchase intention. The conceptual framework
depicted in Figure 1 was tested using regression analysis. The results of regression analysis
support hypothesis H1 signifying that CPFI has positive effect on perceived CSR. This is in
line with our idea of role of CSR activities in mitigating information asymmetry and perceived
risk in consumer’s mind due to firm innovativeness. This finding supports signalling theory
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(Spence, 1974) in the previous literature which suggests that either tangible or intangible
assets of the firm can act as signals for reducing information asymmetry in market. Here, we
claim that CSR activities of firm acted as signals to reduce information asymmetry. Further,
the results support hypothesis H2 suggesting the mediating role of CSR activities of the firm
in relationship of CPFI and purchase intention. Therefore, based on these results, we can
argue that CSR activities of the firm act as signals for the consumers informing them about
firm sustainability. These results are in line with previous literature which suggests that CSR
activities are costly (Bergh & Gibbons, 2011; Freeman, 1984). Therefore, if the firm is engaged
in CSR activities, consumers perceive the firm as sustainable. If such firm is engaging itself
in innovative ideas, then the risk attached with firm innovativeness is alleviated by CSR
activities. Also, the information asymmetry in the market introduced by firm innovativeness
is mitigated by CSR activities. The results of regression analysis also support hypothesis H3
proposing the positive impact of consumer trust on CSR activities. Thus, if a consumer trusts
firm, CSR activities performed by the firm are taken more positively by him or her. This is in
line with the social judgement theory (Sherif & Hovland, 1961) which suggests that a highly
involved individual who agrees with a message will interpret it more positively than it actually
is. Therefore, a consumer having trust on the firm will take CSR activities of the firm more
positively as compared to the consumer who does not trust the firm.

When we tried to check the mediating role of perceived CSR in the relationship between
consumer trust and purchase intention based on Baron and Kenny (1986) test, in the first
step itself, the hypothesis H4 got rejected. According to four step approach suggested by
Baron and Kenny (1986), in the first step, we checked the direct impact of consumer trust
on purchase intention. We found that this relationship that we checked in the first step is
non-significant. Baron and Kenny (1986) argued about the stepwise approach to be followed
in testing the mediating role of any variable. As the first step itself is not meeting the criterion,
we could not proceed to next steps. Rejection of hypothesis H4 suggests that consumer
trust does not have any directimpact on purchase intention (PI). This might be the case due
to the fact that even if consumers trust firm, it does not lead them to purchase a product or
service provided by that firm. Many other factors such as perceived value, service quality,
customer satisfaction have directimpacts on purchase intention (Chang & Wildt, 1994; Taylor
& Baker, 1994). Therefore, in context of any firm, instead of having direct impact on purchase
intention, consumer trust may lead to customer satisfaction or perceived value which in turn
leads to purchase intention. As our framework does not include these constructs, we call
future research to focus on this aspect. There must be some other reasons due to which
there is no direct impact of consumer trust on purchase intention in context of firm. Therefore,
we invite future research to investigate the relationship between consumer trust and pur-
chase intention in the context of firm.

Theoretical contribution

Our study has explored the direct impacts of‘Consumer perceived firm innovativeness’ (CPFI)
and‘Trust’on perceived CSR. In addition, it has explored the mediating role of perceived CSR
in the relationship between CPFl and purchase intention (Pl). Both the direct impacts are
positive and significant. In addition, the mediating role of perceived CSR in the relationship
of CPFl and Pl is also well supported. These findings contribute significantly to consumer
behaviour theory as such linkages have not been explored earlier. Based on the stronger
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mediating effect of perceived CSR, we argue that intent to purchase a product/service from
innovative firm can be best encouraged through CSR activities rather than just the direct
influence of firm innovativeness. So far, studies have found the impact of consumer trust
and perceived innovativeness on purchase intention. However, our study is the first to iden-
tify the direct positive impacts of consumer trust and perceived firm innovativeness on
perceived CSR. Also, previous studies have not suggested anything about mediating role of
perceived CSR on perceived firm innovativeness-purchase intention relationship. Our study
fills this gap based on empirical findings. Consumer behaviour theory can be enriched with
these findings. As there is a dearth of research of finding some way-out for reducing the risk
associated with innovative firms, our research tries to fill this gap and suggests crucial impor-
tance of CSR activities for the innovative firms. It also suggests the mechanism through
which the innovative firms can reduce feeling of risk among consumers thereby increasing
their purchase intentions. Further, as consumer trust has positive impact on perceived CSR,
CSR activities of firm are taken more positively by consumers if they trust the firm. However,
trust does not necessarily imply purchase intention.

Managerial implications

This study has several managerial implications too. Regarding the hypotheses H1 and H2,
this study has proved that consumers’ perceived firm innovativeness and consumer trust
have positive impacts on perceived CSR. In addition, while testing the mediating role of
perceived CSR through the method suggested by Baron and Kenny (1986), we also tested
the impact of perceived CSR on Purchase intention. The results suggested the positive impact
of perceived CSR on purchase intention. Thus, higher the consumers’ perceived firm inno-
vativeness and consumer trust, higher is perceived CSR and purchase intention. Although,
the innovative firms do not have direct control on the information asymmetry in market
caused by their innovative steps, the firms can engage more in CSR activities in order to
reduce this information asymmetry. Further, although the firms are engaged in CSR activities,
sometimes, those activities are unknown to consumers. The firms should take all the possible
efforts to make their CSR activities visible to customers. Once the customers perceive the
firm as engaged heavily in CSR activities, this perception about the firm will act as a positive
signal by the firm about its sustainability. This signal will automatically reduce the information
asymmetry and perceived risk in innovation. Thus, finally, it will increase purchase intention
of customers.

In summary, this study provides a solution for the innovative firms to reduce information
asymmetry introduced in the market due to their innovations. In today’s world, most of the
successful firms are highly innovative. However, these firms always face a challenge of infor-
mation asymmetry in the market about their innovations. Also, these innovative firms are
unable to control the perceived risk by consumers due to innovation. Our study presents
the solution to both the problems of information asymmetry and perceived risk introduced
due to firm innovations. Further, our study encourages firms to engage more in CSR activities
by suggesting that if the customers perceive the firm as engaged heavily on CSR activities,
their purchase intention from the firm increases significantly. Therefore, by engaging heavily
in CSR activities and making the CSR activities visible to customers, the innovative firms can
increase customers’ purchase intention. In this way, our study suggests a way for the inno-
vative firms to mitigate perceived risk among consumers. Further, the firms should focus on
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the fact that although consumers trust firm, it does not necessarily get converted into pur-
chase intention. Therefore, in addition to build trust among consumers, firms should focus
on some other ways in order to increase purchase intention among consumers. Here, as we
have suggested role of perceived CSR to mitigate risk and information asymmetry introduced
by innovation, firms can have some other way to increase purchase intention among con-
sumers if they trust the firms. Firms can implement certain ways to boost conversion of
consumer trust into purchase intention. We call future research to explore these ways.

Limitations and future scope

This study has several limitations. The study has focused on two constructs namely consum-
ers’perceived firm innovativeness’ (CPFI) and consumer trust and investigated their impacts
on perceived CSR. However, these constructs are treated independently while investigating
their impacts. There is a possibility that the impact of interaction between two constructs
on perceived CSR s different. Future research can focus on this aspect by using 2 (High CPFI
vs. Low CPFI) * 2 (High trust vs. Low trust) experimental design to study the interactive effects
of these constructs. Further, certain demographic variables can also have significantimpact
on these relationships. We invite future research investigating how these linkages established
in the present study vary with respects to demographic variables such as age and gender.
As mentioned in the previous sections, we did not get the direct impact of consumer
trust on purchase intention in the context of firm. As the other constructs such as perceived
value, customer satisfaction are not included in our study, we call future research to inves-
tigate the relationship between consumer trust and purchase intention in the context of
firm by incorporating all the constructs which are beyond the scope of this study. This inves-
tigation may lead to appropriate reasoning of rejection of our hypothesis H4 which states
that perceived CSR mediates the positive relationship between consumer trust and PI.
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Appendix 1. Constructs
Consumers’ Perceived Firm Innovativeness (Kunz et al., 2011)

(1) The company is dynamic
(2) The company is very creative
(3) The company launches new products and creates market trends all the time
(4) The company is a pioneer in its category
(5) The company constantly generates new ideas
(6) The company has changed the market with its offers
(7) The company is an advanced, forward-looking firm
Responses were taken on 7 item Likert — scale

Corporate Social Responsibility (Brown & Dacin, 1997)

(1) I'think this company has a legitimate interest in this cause

(2) This is a socially responsible company

(3) This company is a good corporate citizen

(4) Helping others appears important to this company

(5) This promotion benefits research more than it benefits this company. Responses were taken
on seven-item Likert -scale

Trust (Garbarino & Johnson, 1999)

(1
(2
(3
(4

Always meet expectations
Can be counted to be good
Reliable
Cannot always be trusted
(5) Consistently high quality
(6) Not worth the money
(7) Waste of time
Responses were taken on seven-item Likert type scale

D=
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Purchase intention (MacKenzie et al., 1986)

If you want to buy a product that the firm you selected above is providing, please use the following
scales to indicate your probability to purchase the product offered by Firm the next time you want to
buy the product. (Please answer all three questions):

(1) Unlikely - Likely

(2) Impossible — Possible

(3) Improbable - probable
(seven-point semantic differential scale)
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