
Productivity Spillovers from Foreign Direct Investment: 
What If Productivity is No Longer a Black Box?
Tran Toan Thang

Government Financial Management, Strategy for 
Preventing Corruption in Indonesia
Haryono Umar

Relationship between Organizational Justice Perception 
and Engagement in Deviant Workplace Behavior
Muhammad Irfan Syaebani and Riani Rachmawati Sobri

Intellectual Capital: A Focus on Human Capital Reporting 
Practices of Top Malaysian Listed Companies
Norhayati Mat Husin, Norrmala Ahmad, and Raedah Sapingi

The Influence of Corporate Social Responsibility Activity 
toward Customer Loyalty through Improvement of Quality 
of Life in Urban Area
Tengku Ezni Balqiah, Hapsari Setyowardhani, and Khairani

April  2011 • Vol.V • No.1

THE SOUTH EAST ASIAN JOURNAL

MANAGEMENTOF

SEAM Pages
001 - 090Vol. V Depok 

April 2011Issue 1 ISSN 
1978-1989



THE SOUTH EAST ASIAN JOURNAL

MANAGEMENTOF

Editor in Chief
Sari Wahyuni, Universitas Indonesia

Vice Editor
Rokoh Rokhim, Universitas Indonesia and Bisnis Indonesia Intelligence Unit

Managing Editor
Arief Wibisono Lubis

Layout and Typesetting
Shafruddin Nusantara

Administration
Angtyasti Jiwasiddi

REVIEWER

The South East Asian Journal of Management (ISSN 1978-1989) aims to present the latest thinking and research that 
test, extends, or builds management theory and contributes to management practice. All empirical methods -- including, 
but not limited to, qualitative, quantitative, eld, laboratory, and combination methods -- are welcome.  

Published twice a year (April and October) by:
Department of Management, Faculty of Economics, Universitas Indonesia, Depok 16424 Indonesia.
Phone: +62-21 7272425 ext 503
Fax    : +62-21 7863556

The views expressed in SEAM are not necessarily those of the editorial staff nor the publisher. All articles in this journal, 
unless otherwise noted, have undergone a blind review process.

Copyright © 2011 Management Research Center, Faculty of Economics, Universitas Indonesia. All rights reserved.

Preet S. Aulakh,
York University, Canada
Adith Cheosakul,
Chulalangkorn University, Thailand
Luchien Karsten,
University of Groningen, the Netherlands
Felix Mavondo,
Monash University, Australia
Cornelius B. Pratt,
Temple University, United States
Vivien T. Supangco,
University of the Philippines
Ma. Gloria Talavera,
University of the Philippines
F.X. Bambang Wiharto,
Universitas Indonesia
Albert Wijaya,
Universitas Indonesia

Gunawan Alif,
Universitas Indonesia
Anees Janee Ali Hamid,
Universiti Sains Malaysia
Yanki Hartijasti,
Universitas Indonesia
Hanny Nasution,
Monash University, Australia
Handri Satriago,
Universitas Indonesia
Aryana Satrya,
Universitas Indonesia
Lily Sudhartio,
Universitas Indonesia
Anton Wachidin Widjaja,
Bhayangkara Jakarta Raya University



April 2011 • Vol.V • No.1

Contents
Productivity Spillovers from Foreign Direct Investment: 
What If Productivity is No Longer a Black Box?
Tran Toan Thang

Government Financial Management, Strategy for 
Preventing Corruption in Indonesia
Haryono Umar

Relationship between Organizational Justice Perception 
and Engagement in Deviant Workplace Behavior
Muhammad Irfan Syaebani and Riani Rachmawati Sobri

Intellectual Capital: A Focus on Human Capital Reporting 
Practices of Top Malaysian Listed Companies
Norhayati Mat Husin, Norrmala Ahmad, and Raedah Sapingi

The Influence of Corporate Social Responsibility Activity 
toward Customer Loyalty through Improvement of 
Quality of Life in Urban Area
Tengku Ezni Balqiah, Hapsari Setyowardhani, and Khairani

THE SOUTH EAST ASIAN JOURNAL

MANAGEMENTOF

19

1

37

73

51



Editor’s Note

Strengthening bilateral economic cooperation between two countries will provide signicant 
benets for them. For example, in the case of bilateral trade, the benets enjoyed here are 
in accordance with the law of comparative advantage, which mentions that two countries 
will enjoy the benets of trade between them if the relative costs of producing goods and/or 
services are different. In other words, since one country is more efcient in producing certain 
goods or services, the other country will be better off if it imports those goods and/or services 
from that country instead of producing them domestically. 

In an effort to strengthen the bilateral economic cooperation between Indonesia and Turkey, 
Turkish President Abdullah Gul visited Indonesia on 4th-5th, April 2011. A year before, 
President Susilo Bambang Yudhoyono paid a visit to Turkey.

In welcoming the visit of President Gul, the Indonesian Chamber of Commerce and 
Industry held the Business Forum on 5th April, 2011 which invited Indonesian and Turkey’s 
businessmen, experts and academics.

In his speech, President Gul said that there are some important economic cooperation between 
Turkey and Indonesia in terms of the bilateral trade and investment, as well as cooperation in 
education. Data shows that the bilateral trade value between Turkey and Indonesia increased 
USD1.7 billion in 2010, up from USD1.2 billion in 2009. Of the total USD1.7 billion, around 
USD1.4 billion was in favor of Indonesia. The two countries have set a target of bilateral 
trade value at around USD5 billion by 2014 and up to USD10 billion in the future, including 
by boosting investment cooperation. Turkey`s investment in Indonesia has reached USD70 
million, while Indonesian investment in Turkey is only USD600,000.

Regarding the data, Indonesia has offered the special economic zone development project to 
Turkish businessmen. In terms of international trade and management, this special zone could 
create the advantages in trade and investment sector for the Indonesia-Turkey bilateral trade; 
so far it is also expected to also provide the countries in the ASEAN Community with the 
spillover of opportunity. However, Turkey could be the gate to the European Union markets, 
which means that this international cooperation will help Indonesia expand its export market 
in the European Union.

Gul revealed at a joint press conference with Yudhoyono that the two countries are expected 
to sign an agreement on free trade within the framework of comprehensive and strategic 
cooperation in the near future. Both Gul and Yudhoyono are optimistic that the bilateral trade 
value target could be achieved given the two countries` huge economic potential.

Rofikoh Rokhim

Vice Editor
The South East Asian Journal of Management
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The Influence of Corporate Social Responsibility
Activity toward Customer Loyalty through Improvement of

Quality of Life in Urban Area

Tengku Ezni Balqiah*, Hapsari Setyowardhani**, and Khairani***

The success of Corporate Social Responsibility (CSR) activities can create competitive 
advantage by influencing customer responses to firms’ offering. Customer’s awareness of 
CSR activity will influence their loyalty through their perception that activity can improve 
society’s quality of life where the CSR activities were implemented. The objective of this study 
is to evaluate the relationship between CSR awareness and loyalty that mediated by CSR 
Belief, Company Ability Belief, Quality of Life, and Company Reputation using Structural 
Equation Modelling (SEM). The result shows little differrences among five firms/brands as 
the object of the research, that are beverage, soap, car, lubricant, and cigarette. This result 
has an implication for the firm that CSR activities are not just cost center activities, but also 
can create reputation, and in the long run can create customer loyalty that contributes to 
firm’s financial benefit.

Keywords: Corporate social responsibility, quality of life, company reputation, loyalty

Introduction
Recently, Corporate Social Respon-

sibility (CSR) constitution discussed by 
various components of society. This case 
becomes interesting, since Government 
Law No.40/2007 section 74 clause 1 states 
“Firms whose operating connected to 
natural resources must do social and natural 
responsibility”. Clause 3 states if  rms do 
not fulll their responsibility, as stated in 
clause 1, they will get sanctions based on 
the regulation. The form of the sanctions 

is not clear yet, but rms had reacted with 
objection to that responsibilities, because 
in their perception, this obligation will 
increase their operational cost. These 
objections do not make government 
decrease their commitment to sustainability 
of the rms that used natural resources, and 
community well being. 

In marketing, CSR concepts constitute 
one of social marketing. Social marketing 
has three major components: proactive, 
communicate charity activities, and other 
activities that have social purpose, and 
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motivate other party to support charity 
regarding to community well being and 
environment. Similar to commercial sector 
where marketer sell products and services, 
social marketers want to inuence target 
markets to (1) accept new behavior; (2) 
reject unwanted behavior; (3) modify 
existing behavior; and (4) omit unwanted 
old behavior (Kotler and Lee, 2008). 
Interestingly, changing behavior done 
voluntarily could increase satisfaction and 
better quality of life. Social marketing 
must focus on Quality of Life (QOL) that 
enhance long term satisfaction of society. 

This research uses customer loyalty 
and advocacy as the ultimate dependent 
variables to determine the return of CSR 
activities that measured by CSR awareness. 
By using QOL and Company Reputation as 
mediating variables, authors aim to show 
that CSR activities, that has ultimate result 
to customers, has also an impact to society 
and gaining competitive advantage through 
Company Reputation.

The main purpose of this study is to 
evaluate the relationship between CSR 
activities and customer loyalty toward 
brands or rms. There is a proposition 
that CSR activities will inuence loyalty 
through mediating variables. If this study 
could show that CSR activities inuence 
loyalty, it means that CSR is not just an 
activity that creates sunk cost, but it can be 
considered as a rm’s investment, because 
in the future CSR could create value for 
the rm. Persuant to the main purpose, 
this research will attempt to achieve the 
following objectives: 
1. To investigate the effects of CSR 

Awareness on the belief that CSR truely 
implemented by the rm (CSR Belief) 
and the belief regarding the ability of the 
rm to produce and deliver product and/
or service (Company Ability Belief);

2. To investigate the effects of CSR Belief 
and CA Belief on the Society QOL where 
CSR activities were implemented (QOL);

3. To investigate the effects of QOL on 
Company Reputation; 

4. To investigate the effect of QOL and 
Company Reputation on Loyalty;

5. To investigate the effects of Company 
Reputation and Loyalty on customer’s 
supports to the rm or brand (Advocacy).

Literature Review

Definitions and types of corporate social 
responsibility

Kotler and Lee (2005) dene Corporate 
Social Responsibility (CSR) as commitment 
to improve community well-being through 
discretionary business practices and of 
corporate resources. There are several 
forms of social initiatives that show main 
activities to support social reason and to 
conrm the commitment to do CSR. The six 
social initiatives explored are as follows:
1. Cause promotions: a corporation 

provides fund, contributions, or other 
corporate resources to increase awareness 
and concern about a social cause or to 
support fundraising, participation, or 
volunteer for a cause;

2. Cause-related marketing: a corporation 
commits to make a contribution or 
donate a percentage of revenue to a 
specic cause based on product sales;

3. Corporate social marketing: a cor-
poration supports the development 
and implementation of a behavior 
change campaign intended to improve 
public health, safety, environment, or 
community well-being;

4. Corporate philanthropy: a corporation 
makes a direct contribution to a charity 
or cause, most often in the form of cash 
grants, donations, and inkind services;

5. Community volunteering: a corporation 
supports and encourages employee, 
retail partners, and other members to 
volunteer their time to support local 
community organizations and causes;
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6. Socially responsible business practices: 
a corporation adopts and conducts 
discretionary business practices and 
investment that support social causes 
to improve community well being and 
protect the environment.
Crishman and Carroll (1984) explained 

the development of company motives and 
perspectives in doing business and social 
responsibility, including consequencess 
since the industrial revolution in the 
nineteenth century. The four views of 
business responsibility are: traditional 
view: concept of business responsibility 
which was purely economic with a solitary 
goal of prot maximization; philanthropic 
view: a business expands their social role 
through philanthropic activities as caused 
by more companies violate business ethics 
that harm society; contemporary view: 
although it is primarily economically 
oriented, business is forced to consider 
the social consequences of its economic 
activities, as well as to engage in purely 
social causes; emerging view: while 
business understand that every economic 
decision must take into account its legal, 
ethical, and discretionary ramications, 
corporations can simultaneously achieve 
both social and economic objectives.

The effect of Corporate Social Res-
ponsibility (CSR) on Quality of Life (QOL)

The main concern of marketing begins 
from how to satisfy customers that gain 
nancial benet. Recently, marketing 
was demanded to concern about human 
prosperity including society (Sirgy et al., 
1982). These authors offer conceptual 
framework that relates marketing with 
quality of life, where this QOL can analyzed 
from the customer’s or society perspective. 

Wilkie and Moore (1999) develop 
propositions, which they called aggregate 
marketing system, that show marketing 
contributions to society. Beside having 

responsibility in delivering value to 
customers, marketing also contribute 
to economic prosperity in ten forms of 
contribution: job and income, freedom 
in consumption, delivering life standard, 
development of infrastructure, tax, market 
efciency, innovation diffusion, raising 
commerce, international development, and 
economic growth. Costanza et al. (2007) 
dene QOL in a wider scope, objective and 
subjective, regarding to well being: “QOL 
is the extent to which objective human 
needs are fulfilled in relation to personal or 
group perception of subjective well being” 

Human needs include basic needs for 
subsistence, reproductions, security, and 
affection. Subjective well-being is assessed 
by individuals’ or groups’ response to 
questions about happiness, life satisfaction, 
utility, or welfare. Sirgy and Lee (1996) 
describe the philosophy of that direct to 
thinking and implementing marketing 
through product and service development, 
and program that enhance customer welfare 
and market the product effectively and 
efciently through minimizing negative 
effect to customers and society. Furthermore, 
Sirgy and Lee (1996) explain that the 
effectiveness of marketing strategy can be 
seen from its impact on the development 
of society’s QOL, hence marketing mix 
decision making in marketing activity 
should be done carefully. 

CSR constitutes rms’ strategy to gain 
society welfare through CSR activities. 
Pava (2008) stated that CSR has positive 
and signicant impacts on changing 
company’s behavior that make CSR could 
not be avoided. This social responsibility 
supports the belief that business can 
work together with government and other 
stakeholders to life improvement and not 
to become debatable about CSR, because 
CSR constitutes business commitment 
to contribute on economic sustainability, 
working with employees, their families, 
local and whole community to improve 

75

Balqiah, Setyowardhani, and Khairani



their quality of life (World Business 
Council for Sustainability Development, 
2004). In doing so, besides CSR activities 
interrelated directly with supplying and 
delivering product that could minimize 
negative impact to customer directly, CSR 
also could be done in purpose to increase 
society’s QOL as one of rms’ stakeholders.

Firms use CSR to develop and 
strengthen relationship with multiple 
stakeholders, beside customers, suppliers, 
distribution channels, and competitors, 
including shareholder, employee, director, 
society, regulation producer, media, and 
capital market (Raghubir et al., 2010). 
When CSR’s target is society, the purposes 
are education, health, prosperity, happiness, 
stability, and society harmony. The success 
could be measured by QOL indicator such 
as health, economic, education, social, and 
psychology. There are two reasons why 
rms do CSR activities. First, CSR is the 
way to gain prot, and second, in the long 
run CSR creates value to the rm. Marketers 
need to know the performance of CSR 
activities through achievement indicators 
such as QOL. 

Reputation and loyalty as outcome of CSR 

Corporate reputation is collective 
judgments of a corporation based on 
assessment of the nancial, social, and 
environmental impacts attributed to the 
corporation over time (Barnett et al., 
2006). This reputation is an intangible 
asset that concern marketing and nancial 
performance (Miles and Covin, 2000; 
Schwaiger, 2004). Fomburn (1996) in Miles 
and Covin (2000) stated corporate reputation 
is a function of credibility, trustworthiness, 
reliability, and responsibility. Firms that 
produce high quality products, using right 
advertising, doing business that concern 
social and environment responsibility, 
and fulll its obligations to stakeholders, 
will create reputation advantage (Miles 

and Covin, 2000). Corporate reputation 
advantage is an intangible asset and 
source of strategic advantage that enhance 
corporate ability to create value in the 
longrun (Caves and Porter, 1977). Good 
reputation not only enables rm in having 
easy access to get capital, but also attracts 
high skilled employee (Gaines-Ross, 2008). 
Admired rm will enjoy sales from loyal 
customers, attract business partners, ensure 
society that the rm operates ethically, 
could neutralize problems, even though 
when the rm offers higher price.

Sanchez and Sottorio (2007) state 
that social aspects could be included in 
rms’ strategy to achieve sustainability 
development. This process begin from the 
belief that social strategy or CSR creates 
improvement of social performance and 
maintains rm nancial performance, 
where one of corporate social performance 
indicators is corporate reputation. Corporate 
reputation constitutes important aspects 
that should be considered because of its 
potential to create value and its intangible 
characteristics that hard to be imitated by 
competitors (Roberts and Dowling, 2002).

Sen et al. (2006) do some experiments 
to show relationship between CSR and 
participant’s perception and attitude 
regarding that activities and how the 
behavioral intention in the future. One of the 
results is that the level of CSR awareness 
has a positive impact on consumption 
intention of rm product. Customers as one 
of the stakeholders have variation of loyalty 
toward brand, store, and rm (Kotler and 
Keller, 2006). Loyalty is a commitment to 
repeat buying or repatronage product or 
services that preferred in the future even 
though they are inuenced by situational 
factors and marketing efforts that make 
switching behavior (Oliver, in Kotler and 
Keller, 2006). Regarding to Oliver (1999), 
this loyalty build in four phases following : 
1. Cognitive loyalty: the initial loyalty 

phase, the brand attribute information 
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available to the consumer indicates that 
one brand is preferable to its alternatives. 
This stage of loyalty is based on brand 
belief only. Cognition can be based 
on prior or vicarious knowledge or on 
recent experience-based information.

2. Affective loyalty: a liking or attitude 
toward the brand has developed on the 
basis of cumulatively satisfying usage 
occasions. This reects the pleasure 
dimension of the satisfaction denition–
plesureable fulllment–as previously 
described. Commitment at this phase 
is referred to as affective loyalty and 
is encoded in the consumer’s mind as 
cognition and affect.

3. Conative loyalty: inuenced by repeated 
episodes of positive affect toward 
the brand. Conation, by denition, 
implies a brand-specic commitment 
to repurchase. Conative loyalty is a 
loyalty state that contains deeply held 
commitment to buy.

4. Action loyalty: intentions are converted 
to actions. In the action, the previous 
loyalty state is transformed into readiness 
to act accompanied by an additional 
desire. 
One of the consequences of loyalty is 

Word of Mouth (WOM), that is willingness 
of customer to communicate their 
experience with a certain product to others. 
Casalo et al. (2008) and Roy et al. (2009) 
show that loyalty inuence WOM activities 
in regards to product experiences. WOM 
often stated with advocacy or recom-
mendation. Liu et al. (2009) differrentiated 
advocacy and positive WOM, where 
advocacy is dened as the highest level of 
loyalty by using explicit language, 
emotions, and proactive. Shuili et al. (2007) 
dened advocacy as a form of loyalty more 
than repeated buying, but involve behavior 
that reects rm-customers relationship, 
such as desire to consume new product, 
favorable WOM, and also ignore bad 
information about the rm. Some 

researchers test the relationship among 
CSR, corporate reputation and loyalty such 
as: satisfaction and image as antecedent of 
loyalty (Eakuru and Mat, 2008), company 
evaluation and loyalty (Marin et al., 2009), 
corporate reputation as antecedent of 
loyalty and recommedation (Bontis et al., 
2007), CSR inuence brand loyalty through 
building of trust (Castaldo et al., 2009). 
Keh and Xie (2008) show the relationship 
between corporate reputation and loyalty 
indicators, that is price premium through 
mediation of customer trust, customer 
commitment, and customer identication. 
Higher corporate reputation will result in a 
higher customer trust through minimized 
risk. Liu and Zhou (2009) develop some 
propositions that relate CSR and loyalty. 
According to them, improving loyalty could 
be done by CSR, because CSR increases 
image and CSR convinces  customer to 
trust rm. 

Methodology

Model

Conceptual model for this study 
was developed in order to evaluate 
the relationship between CSR activity 
awareness and customer responses, through 
mediating some variables which are CA 
belief, CSR belief, QOL, and company 
reputation. The model was developed with 
the result for corporate belief that CSR 
activity will create customer loyalty and 
advocacy as intangible assets that rm 
owns. These intangible assets could create 
competitive advantage which in the long 
run create nancial performance. 

Research model was developed through 
literature study regarding the objectives of 
this research. CSR awareness inuence 
CSR belief, and CA belief (Du et al., 2007). 
Furthermore, some authors stated the 
relationship between CSR and QOL 
(Raghubir et al., 2010; Wilkie and Moore, 
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1999; Sirgy and Lee, 1996), the relationship 
among CSR, QOL, and company reputation 
(Barnett et al., 2006; Sanchez and Sottorio, 
2007; World Business Council for 
Sustainability Development, 2004; Miles 
and Covin, 2000), the relationship between 
CSR and loyalty (Liu and Zhou, 2009; 
Shuili et al., 2007), the relationship among 
company reputation, loyalty, and advocacy 
(Marin et al., 2009; Castaldo et al., 2009; 
Eakuru and Mat, 2008; Keh and Xie, 2008; 
Bontis et al., 2007). The conclusion from 
review of those literatures inspire authors to 
develop and empirically tested the model 
that show the relationships among CSR 
activities, QOL, company reputation, and 
customer behavior in the future (loyalty and 
advocacy). Beside customer behavior 
directly to the rm that is shown by their 
loyalty to keep buying the product, the 
behavior could be shown by providing 
recommendation to other prospective 
consumers to buy rms’ offering 
(advocacy).

QOL in this model is society’s quality of 
life, and it was measured through customers’ 
perception. If customers are aware of CSR 
activities that rms’ have been implemented, 
it could enhance their belief about company 
ability in doing their business and the CSR 
acitivities is implemented, furthermore 
inuence society’s QOL. The positive 

customers’s perception that rms’ activities 
can enhance society’s QOL, will enhance 
their positive perception about rms’ 
reputation or company reputation and their 
positive behavior to the rm (loyalty and 
advocacy). Some articles has shown the 
relationsip between company reputation 
and loyalty (Marin et al., 2009; Bontis et 
al., 2007; and Xie, 2008). In this study, 
authors want to examine the direct impact 
of QOL to loyalty, and through mediating 
of company reputation.

Construct denitions can be described  
as below:
• CSR Awareness is the customer’s 

awareness level of rms’ CSR activities 
(Du et al., 2007);

• CSR Belief is the customer’s belief 
that a rm or a brand implements CSR 
activities (Du et al., 2007);

• CA Belief is the customer’s belief 
regarding rms’ ability to produce and 
deliver product (Du et al., 2007);

• QOL is the rms’ assignment to develop 
product, service, or activities that 
improve customer and society’s well-
being (Sirgy and Lee, 1996);

• Corporate Reputation is a rm’s repu-
tation or image compared to competitors 
based on important dimensions valued 
by customers (Keh and Xie, 2008);

THE SOUTH EAST ASIAN JOURNAL OF MANAGEMENT © April 2011 • VOL.V • NO.1
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• Loyalty is the level of brand loyalty that 
showed by repeated buying (Du et al., 
2007);

• Advocacy is customers’ support toward 
a rm or a brand that measured through 
intention to consume rms’ new product, 
tell others about the good experience 
with product, and tolerate if rm do 
something that is inconvenient (Du et al., 
2007).

Hypotheses

CSR needs to be well managed because 
it was one source of competitive advantage, 
such as customer’s positive reaction (i.e. 
CA belief, CSR belief) that could build 
position in competition (Du et al., 2007). It 
is important to communicate CSR activities 
to enhance customer knowledge that will 
inuence customer’s reaction. 

H1 : Higher level of CSR Awareness cause 
higher level of CA Belief 

H2 : Higher level of CSR Awareness cause 
higher level of CSR Belief 

Sirgy and Lee (1996) stated that QOL 
gives direction to marketing in developing 
of products, services, and programs that 
will enhance consumer well being and to 
market the products in such ways through 
minimizing negative effects to customers, 
as well as the society. Marketing strategy 
effectiveness could be seen from its effects to 
enhance society’s QOL, so marketer should 
develop marketing mix decision carefully. 
CSR, as a marketing strategy, should be 
communicated to the society that could 
develop customer belief. Furthermore, this 
belief contributes the customers’ perception 
that rms’ social activities enhance society 
QOL.

H3 : Higher level of CA Belief and CSR 
Belief cause higher level of QOL

H3a : Higher level of CA Belief cause higher 
level of QOL

H3b : Higher level of CSR Belief cause 
higher level of QOL

Because marketing has responsibility 
to consider QOL, it is important for 
marketing decision maker to understand 
its contribution in creating and delivering 
QOL (Sirgy et al., 1982). Firms that 
produce high quality of products, use 
advertising correctly, concern to social and 
environment responsibility, and to fulll all 
its obligations to all stakeholder, will create 
its reputation advantage (Miles dan Covin, 
2000). 

H4 : Higher level of QOL cause higher 
level of Company Reputation

Liu and Zhou (2009) develop some 
proposition that relate CSR and loyalty. 
According to them, CSR will enhance 
loyalty through mediated some constructs. 
First, CSR will enhance rms’ reputation as 
primary antecedent of loyalty. Second, CSR 
will convince customers to belief that rms 
have positive activity that will increase 
condence as the antecedent of loyalty. As 
part of the marketing strategy, CSR will 
inuence stakeholders, such as society 
through building society’s QOL, and 
inuence customers through build loyalty.

Some researchers had developed and 
tested the model to see some antecedents of 
loyalty. Beside satisfaction, CSR activities 
and rms’ reputation were tested, such as 
Eakuru and Mat (2008) who use satisfaction 
and image as antecedent of loyalty. Keh and 
Xie (2008) show the relationship between 
rms’ reputation with some indicators of 
loyalty, such as price premium through 
mediated of customer trust, customer 
commitment, and customer identication. 
Furthermore, Bontis et al. (2007) showed 
that rms’ reputation and satisfaction as 
the antecedents of customer loyalty and 
recommendation. 
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H5 : Higher level of QOL and Company 
Reputation cause higher level of 
Loyalty

H5a : Higher level of QOL cause higher 
level of Loyalty

H5b : Higher level of Company Reputation 
cause higher level of Loyalty

Bontis et al. (2007) showed that 
reputation as the antecedent of loyalty 
and recommendation to other prospect 
customers. Casalo et al. (2008) and Roy 
et al. (2009) showed that loyalty will 
inuence dissemination of information 
activities WOM regarding the product 
that could be done by customers. WOM 
activities often stated as same as advocacy 
or recommendation. Reichheld (1996) 
in Gupta and Lehmann (2005) stated the 
longer the customers’ have relationship 
with the rm, the higher the prot that can 
be generated from them. One explanation 
is the loyal customers have indirect benet 
through referral or advocacy.

H6 : Higher level of Company Reputation 
and Loyalty cause higher level of 
Advocacy

H6a : Higher level of Company Reputation 
cause higher level of Advocacy

H6b : Higher level of Loyalty cause higher 
level of Advocacy

Data

Data were collected by cross sectional 
survey in ve urban areas Jakarta, Bogor, 
Depok, Tangerang, and Bekasi using self 
administered questionnaires from 750 
respondents (30 respondens from each rm/
brand and area) that were chosen by 
convenience sampling. The objects are 
AQUA-DANONE (brand AQUA), UNI-
LEVER (brand LIFEBUOY), SAM-
POERNA (brand A Mild, Dji Sam Soe, 
Sampoerna Hijau, U Mild), PERTAMINA 
(lubricant product with brand Mesran, 

Prima XP, and Enduro), TOYOTA ASTRA 
MOTOR (brand TOYOTA). The backgroud 
to study these rms are the heterogenity of 
CSR activities that they do to support 
society (e.g. AQUA supports clean water 
provision, UNILEVER provides health 
medium to wash hand, SAMPOERNA 
provides scholarship, PERTAMINA helps 
environment disaster, and TOYOTA plants 
tree), and they involve natural resources in 
their business. In addition, they are big and 
well known companies, hence it is easier to 
determine their CSR activities.

The questionnaire consists of 29 
questions with ve likert scale in regards to 
seven research constructs: three questions 
for CSR Awareness, three questions for CA 
Belief, two questions for CSR Belief, six 
questions for QOL, nine questions for 
Company Reputation, three questions for 
Loyalty, and three questions for Advocacy.

Before the main survey, authors 
conducted a pretest using 30 respondents to 
ensure reliability and validity of the 
constructs. It was aimed to rene the 
questionnaires by reducing response error. 
Furthermore, after 750 data was collected, 
Structural Equation Modelling with Lisrel 
8.8 is used to test the hypotheses at each 
rm/brand at α=5%. First, seven 
measurement models were ran until 
construct validity and reliability are shown 
by standardized loading > 0.5, construct 
reliability > 0.7, and  variance extracted > 
0.5 (Wijanto, 2008). Second, structural 
model was ran to show the relationship 
among constructs regarding to the research 
model. 

Result and Discussion

This section discusses the result of 
Structural Equation Modeling for each rm/
brand regarding the hypotheses we build 
in this study. The signicance of the path 
coefcients were evaluated by analyzing t 
value for the parameters.

THE SOUTH EAST ASIAN JOURNAL OF MANAGEMENT © April 2011 • VOL.V • NO.1

80



Balqiah, Setyowardhani, and Khairani

81

AQUA

Table 1 below shows the result of 
hypotheses testing for AQUA where all 
hypotheses examined are supported, which 
means:
• CSR Awareness positively inuence 

CA Belief and CSR Belief. This means 
that the higher the awareness of AQUA 
CSR activities that a brand implemented 
(customers buy one liter of AQUA, rm 
provides 10 liter of pure water), the 
higher the belief of company’s ability 
that the rm produces higher quality of 
product and deliver attractive offering. 
Furthermore, the higher the awareness 
of CSR activities that implemented by 
the rm, the higher the belief of AQUA 
actually implemented CSR activities as 
communicated. It is shown in Table 1 
that hyphoteses 1 and 2 are supported.

• CA Belief and CSR Belief positively 
inuence QOL. The higher the belief 
towards company’s ability and the belief 
that AQUA actually implemented CSR 
activities as communicated, the higher 
the level of society’s QOL where CSR 
activities were implemented. It is shown 
in Table 1 that hyphotesis 3 is supported.

• QOL positively inuence Company 
Reputation that is AQUA-Danone as 
producer of AQUA. A higher level of 
society’s QOL where CSR activities 
is implemented, the higher the level of 
AQUA-Danone reputation. It is shown 
in Table 1 that hypothesis 4 is supported.

• QOL and Company Reputation positively 
inuence loyalty. It means that the 
higher the level of society’s QOL where 
CSR activities was implemented and 
AQUA-Danone reputation, the higher 
the level of loyalty toward AQUA brand. 
It is shown in Table 1 that hypothesis 5 is 
supported. 

• Company Reputation and Loyalty 
positively inuence Advocacy. The 
higher the level of AQUA-Danone 
reputation and Loyalty toward AQUA 
brand, the higher level of customers’ 
advocacy towards AQUA. It is shown in 
Table 1 that hypothesis 6 is supported.

LIFEBUOY

The following Table 2 shows the result 
of hypotheses testing for LIFEBUOY. 
Five of six hypotheses are supported, and 
one hypothesis (hypothesis 5) is partially 
supported:
• CSR Awareness positively inuence 

CA Belief and CSR Belief. This 
means that the higher the awareness 
of LIFEBUOY CSR activities that 
implemented (rm donates Rp. 10 to 
build facilities, such as rest room), the 
higher the belief of the company’s ability 
that rm produce higher quality of 
product and deliver attractive offering. 
Furthermore, the higher the awareness 
of CSR activities that rm implemented, 
the higher the belief of LIFEBUOY 
actually implemented CSR activities as 

Table 1. Structural model estimates for AQUA
Causal relationship Parameter estimated t value Conclusion

CSR Awareness → CA Belief
CSR Awareness → CSR Belief
CA Belief → Quality of Life
CSR Belief → Quality of Life
Quality of Life → Company Reputation
Quality of Life → Loyalty
Company Reputation → Loyalty
Company Reputation → Advocacy
Loyalty → Advocacy

0.24
0.38
0.23
0.68
0.73
0.41
0.46
0.62
0.26

4.28
7.40
4.28
7.60
8.15
2.24
2.23
4.45
3.06

H1 was supported
H2 was supported
H3a was supported
H3b was supported
H4 was supported
H5a was supported
H5b was supported
H6a was supported
H6b was supported

Fit measures GFI = 0.80; RMSEA=0.074; SRMR= 0.079;
NFI= 0.93; CFI=0.97; IFI=0.97; AGFI=0.76



communicated. It is shown in Table 2 
that hyphotesis 1 and 2 are supported.

• CA Belief and CSR Belief positively 
inuence QOL. The higher the belief 
towards company ability and the belief 
of LIFEBUOY actually implemented 
CSR activities as communicated, the 
higher the level of society’s QOL where 
CSR activities was implemented. It is 
shown in Table 2 that hyphotesis 3 is 
supported.

• QOL positively inuence Company 
Reputation, that is, Unilever as the 
producer of LIFEBUOY. It can be 
interpreted that higher level of society’s 
QOL where CSR activities was 
implemented results in higher level of 
Unilever’s reputation. It is shown in 
Table 2 that hypothesis 4 is supported.

• QOL positively inuence Loyalty, but 
Company Reputation does not inuence 
Loyalty. This means that the higher 
the level of society’s QOL where CSR 
activities was implemented, the higher 
the level of loyalty towards LIFEBUOY 
brand, but not inuence Unilever’s 
reputation. It is shown in Table 2 that 
hypothesis 5 is partially supported. The 
negative sign of regression coefcient 
between reputation and loyalty (even 
if not signicant) indicated that low 
tendency company reputation cause high 
tendency of Loyalty (see Table 7).

• Company Reputation and Loyalty 
positively inuence Advocacy. The 
higher the level of Unilever’s reputation 

and loyalty toward LIFEBUOY brand, 
the higher the level of customers’ 
advocacy toward LIFEBUOY. It is 
shown in Table 2 that hypothesis 6 is 
supported.

PERTAMINA

The following Table 3 shows the result 
of hypotheses testing for PERTAMINA. 
Four of six hypotheses are supported, and 
two hyphoteses (hypothesis 3 and 5) are 
partially supported:
• CSR Awareness positively inuence CA 

Belief and CSR Belief. It means that the 
higher the awareness of PERTAMINA 
CSR activities that rm implemented 
(i.e. the rm supports scholarship for 
childern with no parents, nutrition and 
children’s health, etc), the higher the 
belief of company’s ability that the rm 
produces higher quality of lubricants and 
deliver attractive offering. Furthermore, 
the higher the awareness of CSR 
activities that the rm implemented, 
the higher the belief that PERTAMINA 
actually implemented CSR activities as 
communicated. It is shown in Table 3 
that hyphotesis 1 and 2 are supported.

• CSR Belief positively inuence 
QOL, but company’s ability does not 
inuence QOL. The higher the belief 
that PERTAMINA actually implemented 
CSR activities as communicated, the 
higher level of society’s QOL, where 
CSR activities was implemented, but not 
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Table 2. Structural model estimates for LIFEBUOY
Causal relationship Parameter estimated t value Conclusion

CSR Awareness → CA Belief
CSR Awareness → CSR Belief
CA Belief → Quality of Life
CSR Belief → Quality of Life
Quality of Life → Company Reputation
Quality of Life → Loyalty
Company Reputation → Loyalty
Company Reputation → Advocacy
Loyalty → Advocacy

0.65
0.70
0.39
0.20
0.88
1.56
-0.36
0.42
1.03

5.40
7.18
6.00
3.88
6.33
4.22
-1.25
2.31
7.91

H1 was supported
H2 was supported
H3a was supported
H3b was supported
H4 was supported
H5a was supported

H5b was not supported
H6a was supported
H6b was supported

Fit measures GFI = 0.82; RMSEA=0.073; SRMR= 0.077;
NFI= 0.93; CFI=0.97; IFI=0.97; AGFI=0.76
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the inuence of company ability belief. 
It is shown in Table 3 that hyphotesis 
3 was partially supported. The positive 
in regression coefcient between 
company ability belief and QOL (even 
not signicance) indicated that high 
tendency of CA belief cause a high 
tendency of society’s QOL (see Table 7).

• QOL positively inuence company 
reputation that is PERTAMINA as 
producer of some brands of lubricant. It 
means, the higher level of society’s QOL 
where CSR activities was implemented, 
the higher the level of PERTAMINA 
reputation. It is shown in Table 3 that 
hypothesis 4 is supported.

• Company’s Reputation positively in-
uence Loyalty, but QOL does not 
inuence Loyalty. It can be interpreted 
that the higher level of PERTAMINA 
reputation, the higher the level of 
Loyalty towards lubricants’ brand, but 
not inuenced by QOL. It is shown in 
Table 3 that hypothesis 5 is partially 
supported. The negative sign of 
regression coefcient between QOL and 
loyalty (even not signicance) indicated 
that low tendency of society’s QOL 
causes high tendency of Loyalty (see 
Table 7).

• Company’s Reputation and Loyalty 
positively inuence Advocacy. 
This means that the higher level of 
PERTAMINA reputation and Loyalty 
toward some of lubricants’ brand (such 
as Mesran, Prima XP, Enduro), the 

higher the level of customers’ advocacy 
towards PERTAMINA. It is shown in 
Table 3 that hypothesis 6 is supported.

TOYOTA

The following Table 4 shows the result 
of hypotheses testing for TOYOTA where 
all hypotheses examined are supported:
• CSR Awareness positively inuence CA 

Belief and CSR Belief. The higher the 
awareness of TOYOTA CSR activities 
that brand implemented (i.e. when a 
customer buy a car,  the rm will plant a 
tree), the higher the belief of company’s 
ability that the rm produce higher 
quality of product and deliver attractive 
offering.  Furthermore,  the higher the 
awareness of CSR activities that rm 
implemented, the higher the belief 
that TOYOTA actually implemented 
CSR activities as they had been 
communicated. It is shown in Table 4 
that hyphotesis 1 and 2 are supported.

• CA Belief and CSR Belief positively 
inuence QOL. This means that the 
higher the belief toward company’s 
ability and the belief that TOYOTA 
actually implemented CSR activities as 
TOYOTA had communicated, the higher 
the level of society’s QOL in the area 
where CSR activities was implemented. 
It is shown in Table 4 that hyphotesis 3 is 
supported.

• QOL positively inuence company 
reputation, that is, TOYOTA as the 

Table 3. Structural model estimates for PERTAMINA
Causal relationship Parameter estimated t value Conclusion

CSR Awareness → CA Belief
CSR Awareness → CSR Belief
CA Belief → Quality of Life
CSR Belief → Quality of Life
Quality of Life → Company Reputation
Quality of Life → Loyalty
Company Reputation → Loyalty
Company Reputation → Advocacy
Loyalty → Advocacy

0.35
0.68
0.16
0.55
0.49
-0.05
0.83
0.81
0.89

4.86
10.31
1.69
5.97
7.45
-0.39
3.96
4.67
3.52

H1 was supported
H2 was supported

H3a was not supported
H3b was supported
H4 was supported

H5a was not supported
H5b was supported
H6a was supported
H6b was supported

Fit measures GFI = 0.81; RMSEA=0.074; SRMR= 0.12;
NFI= 0.93; CFI=0.97; IFI=0.97; AGFI=0.76
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producer of TOYOTA. The higher the 
level of society’s QOL where CSR 
activities was implemented, the higher 
the level of TOYOTA reputation. It is 
shown in Table 4 that hypothesis 4 is 
supported.

• QOL and Company Reputation positively 
inuence Loyalty. This means that the 
higher the level of society’s QOL where 
CSR activities were implemented and 
TOYOTA reputation, the higher the level 
of Loyalty towards TOYOTA brand. It 
is shown in Table 4 that hypothesis 5 is 
supported. 

• Company Reputation and Loyalty 
positively inuence Advocacy. The 
higher the level of TOYOTA reputation 
and Loyalty toward TOYOTA brand, the 
higher the level of customers’ advocacy 
toward TOYOTA. It is shown in Table 4 
that hypothesis 6 is supported.

SAMPOERNA

The following Table 5 shows the result 
of hypotheses testing for SAMPOERNA. 
Five of six hypotheses are supported, and 
hypothesis 5 is partially supported:
• CSR Awareness positively inuence 

CA Belief and CSR Belief. The higher 
the awareness of SAMPOERNA CSR 
activities that rm implemented (i.e. 
rm supports scholarship program), the 
higher the belief of company’s ability to 
produce higher quality of product and 
deliver attractive offering.  Furthermore, 

the higher the awareness of CSR 
activities that the rm implemented, the 
higher the belief that SAMPOERNA 
actually implemented CSR activities as 
communicated. It is shown in Table 5 
that hyphotesis 1 and 2 were supported.

• CA Belief and CSR Belief positively 
inuence QOL. The higher the belief 
toward company ability and the belief that 
SAMPOERNA actually implemented 
CSR activities as communicated, the 
higher the level of society’s QOL where 
CSR activities was implemented. It is 
shown in Table 5 that hyphotesis 3 is 
supported.

• QOL positively inuence Company 
Reputation, that is, SAMPOERNA as the 
producer of several brands of cigarettes. 
This means that the higher the level of 
society’s QOL where CSR activities 
were implemented, the higher the level 
of SAMPOERNA reputation. It is shown 
in Table 5 that hypothesis 4 is supported.

• Company’s Reputation positively in-
uence loyalty, but QOL does not 
inuence Loyalty. This means that higher 
level of SAMPOERNA reputation will 
result in higher level of loyalty toward 
cigarettes’ brand, but not the inuence 
of QOL. It is shown in Table 5 that 
hypothesis 5 was partially supported. 
The positive sign of regression 
coefcient between QOL and Loyalty 
(even if not signicant) indicated that 
high tendency society QOL cause high 
tendency Loyalty (see Table 7).

Table 4. Structural model estimates for TOYOTA
Causal relationship Parameter estimated t value Conclusion

CSR Awareness → CA Belief
CSR Awareness → CSR Belief
CA Belief → Quality of Life
CSR Belief → Quality of Life
Quality of Life → Company Reputation
Quality of Life → Loyalty
Company Reputation → Loyalty
Company Reputation → Advocacy
Loyalty → Advocacy

0.35
0.98
0.54
0.75
0.29
0.32
0.69
0.69
0.61

4.05
7.31
3.70
10.14
5.36
3.25
2.82
3.29
5.75

H1 was supported
H2 was supported
H3a was supported
H3b was supported
H4 was supported
H5a was supported
H5b was supported
H6a was supported
H6b was supported

Fit measures GFI = 0.79; RMSEA=0.08; SRMR= 0.14;
NFI= 0.94; CFI=0.97; IFI=0.97; AGFI=0.75
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• Company Reputation and Loyalty 
positively inuence Advocacy. The 
higher the level of SAMPOERNA 
reputation and Loyalty toward some 
of cigarettes’ brand (such as A-Mild, 
Dji Sam Soe, Sampoerna Hijau, and U 
Mild), the higher the level of customers’ 
advocacy toward SAMPOERNA. It is 
shown in Table 5 that hypothesis 6 is 
supported.

Discussion

The following Table 6 shows the 
various result of hyphoteses testing among 
ve rms/brands. Hyphotesis 1 and 2 
were supported for all rms/brands. CSR 
awareness was important to be developed, 
because it inuences CA belief and CSR 
belief that in line with basic principles of 
CSR, where rm must communicate its 
social performance (Steiner and Steiner, 
2009). Brown and Dacin (1997) support 
these results as they stated that what 
customers’ knowledge about a rm will 
inuence their reaction towards its product. 
Firms’ activities in innovation, production, 
delivery, and social involvement will be 
valued by customers. It is strenghtened 
by Marin et al. (2008), where their 
research shows that CSR inuences rms’ 
evaluation. Furthermore, because creation 
of CSR awareness is the key benet of 
CSR, manager should understand the 
importance of CSR communication, 
such as what to communicate, where to 

communicate, and realize rms’ special 
factors and stakeholders that will inuence 
the effectiveness of CSR communication 
(Du et al., 2010).

Hyphotesis 3 (higher level of CA belief 
and CSR belief cause higher level of QOL) 
were supported for AQUA, LIFEBUOY, 
TOYOTA, and SAMPOERNA, but partially 
supported for PERTAMINA. Sirgy et al. 
(1982) stated that marketing must related 
to the QOL, where this QOL could be seen 
from customers’ and society’s perspective. 
Furthemore, regarding to Sirgy and Lee 
(1996), QOL philosophy gives direction to 
thinking and implementing marketing with 
developing product, service, and program 
that will upgrade customers’ well being 
and to market the product efciently and 
effectively by minimizing negative effect 
to customers, and society to gain long term 
prot. QOL must fulll customers’, rms’, 
and society’s objectives. QOL involves 
the understanding of human basic need to 
survive, reproduction, safety, love, being 
understood, participation, fun, spiritual, 
emotion expression, identity, and freedom 
that valued by individual or group response 
toward happiness, life satisfaction, benet, 
dan wellfare (Costanza et al., 2007). 

CA belief does not inuence QOL at 
PERTAMINA. The average of CA belief 
below than TOYOTA and AQUA, but 
QOL’ average is the lowest among others. 
It might be because the society whose 
PERTAMINA’ CSR targets is not well 
dened, regarding to the broad varieties of 

Table 5. Structural model estimates for SAMPOERNA
Causal relationship Parameter estimated t value Conclusion

CSR Awareness → CA Belief
CSR Awareness → CSR Belief
CA Belief → Quality of Life
CSR Belief → Quality of Life
Quality of Life → Company Reputation
Quality of Life → Loyalty
Company Reputation → Loyalty
Company Reputation → Advocacy
Loyalty → Advocacy

0.32
0.85
0.27
0.78
0.66
0.11
1.06
0.40
0.35

2.95
7.85
2.60
7.32
7.04
0.55
3.94
3.79
5.37

H1 was supported
H2 was supported
H3a was supported
H3b was supported
H4 was supported

H5a was not supported
H5b was supported
H6a was supported
H6b was supported

Fit measures GFI = 0.82; RMSEA=0.070; SRMR= 0.081;
NFI= 0.94; CFI=0.97; IFI=0.97; AGFI=0.77
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PERTAMINA CSR activities. Hypothesis 
3 shows CSR commitment contributes to 
sustainability of economic development, 
working together with employee and their 
family, local community to improve their 
welfare (Pava, 2008; World Business 
Council for Sustainability Development, 
2004). There are two reasons why rm do 
CSR, rst to gain prot, and second, CSR 
focus on non nancial objectives that might 
lead to negative cash ow in short term, but 
will create value in the long run. Marketers 
need to know CSR performance through 
achievement indicator, such as QOL 
(Raghubir et al., 2010).

Hyphotesis 4 (higher level of QOL leads 
to higher levels of company reputation) 
was supported for all rms/brands. Firms 
that produce superior products, design 

appropriate promotion, socially responsible, 
and fulll all its responsibility to stakeholder 
will create reputation advantage (Miles and 
Covin, 2000). Corporate reputation is a 
collective judgment of corporation based 
on nancial, social, and environmental 
impacts attributed to the corporation over 
time  (Barnett et al., 2006). Corporate 
reputation is an intangible asset that related 
to marketing and nancial performance 
(Miles and Covin, 2000; Schwaiger, 2004).  
Walsh and Beatty (2007) dene corporate 
reputation, from customers’ perspective, 
as customers’ comprehensive evaluation 
toward product, service, communication 
activity, and interaction with the rm. This 
evaluation constitutes ‘promised quality’ 
that will motivate rm to focus on customer 
with high quality product and service 

Table 6. Hypotheses testing among ve rms/brands
Hypotheses AQUA LIFEBUOY PERTAMINA TOYOTA SAMPOERNA

H1:
CSR Awareness →  Company Ability Belief s s s s s
H2
CSR Awareness →  CSR Belief s s s s s
H3:
Company Ability Belief →  Quality of Life s s ns s s
CSR Belief →  Quality of Life s s s s s
H4
Quality of Life → Company Reputation s s s s s
H5
Quality of Life → Loyalty s s ns s ns
Company Reputation → Loyalty s ns s s s
H6
Company Reputation → Advocacy s s s s s
Loyalty → Advocacy s s s s s
s : signicance at α=5%      
ns : not significance

Table 7. Latent means among ve rms/brands

Latents
Firms/Brands

AQUA LIFEBUOY PERTAMINA SAMPOERNA TOYOTA
CSR Awareness 4.27 4.39 3.78 3.9 4.02
CSR Belief 4.04 4.02 3.57 3.85 3.84
CA Belief 4.04 3.88 3.92 3.83 4.26
Quality of Life 3.75 3.66 3.41 3.63 3.62
Company Reputation 3.84 3.75 3.71 3.83 4.08
Loyalty 3.97 3.83 3.77 3.75 4.04
Advocacy 3.52 3.51 3.37 3.4 3.7
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with integrity and honestly. Sanchez and 
Sottorio (2007) stated that social aspect can 
be included in corporate strategy to achieve 
sustainability development. This process 
begins from the belief that social strategy 
or CSR will contribute to improvement of 
social and nancial performance, where 
corporate reputation is one of corporate’s 
social performance.

Hypothesis 5 (higher level of QOL and 
Company Reputation cause higher levels 
of Loyalty) was supported in the cases 
of AQUA and TOYOTA, and partially 
supported for LIFEBUOY, PERTAMINA, 
and SAMPOERNA. This result conrms the 
nding of Bontis et al. (2007), that shows 
positive inuence of reputation on loyalty 
and recommendation. Some researchers had 
developed and tested models to show some 
antecedent of loyalty. Beside satisfaction, 
CSR activity and corporate reputation 
were constructs that are used frequently, 
such as by Eakuru and Mat (2008), who 
use satisfcation and image as antecedent of 
loyalty; Nguyen and Leblanc (2001) who 
use image and reputation as antecedent 
customer loyalty. 

Liu and Zhou (2009) developed some 
propositions that relate CSR and loyalty. 
According to them, CSR could increase 
loyalty through some constructs. First, 
CSR improves corporate reputation, that is 
the main antecedent of loyalty. Second, 
CSR will convince customer to believe that 
rm has benevolence, increase 
trustworthiness. Third, direct effect of CSR 
on loyalty comes from customer’s trend, 
who has opinion that CSR could not be 
replaced by other rm. Keh and Xie (2008) 
show the relationship between corporate 
reputation and loyalty indicators such as 
price premium through mediated of 
customer trust, customer commitment, and 
customer identication. 

Hyphotesis 6 (higher level of company 
reputation and loyalty cause higher level 
of Advocacy) was supported for all rms/

brands. Bontis et al. (2007) research 
shows that corporate reputation can be the 
antecedent of loyalty and recommendation, 
in addition to customer satisfaction. 
Recommendation is a reection of advo-
cacy, according to Du et al. (2007), support 
to rm or brand that could be measured by 
willingness to consume rms’ products, 
share experience to others, and even will 
forgive if rm do some mistakes. Studies 
by Casalo, Flavian et al. (2008) and Roy 
and Butaney (2009) show that loyalty 
inuences information dissemination 
activities (WOM) regarding the experience 
with a product. WOM often mentioned in 
advocacy or recommendation. Liu et al. 
(2009) distinguish advocacy and positive 
WOM, where advocacy is the highest level 
of loyalty with explicit language, emotional 
use, and proactive. 

Conclusion 

The data supported the model for AQUA 
and TOYOTA. It means CSR awareness 
could build loyalty and advocacy, mediated 
by QOL and reputation. These two rms 
develop CSR activities in Cause Related 
Marketing Program, which customers know 
that rms do some social activities based 
on their sales. Firms must consider the type 
of CSR activities that could enhanced the 
customers’ awareness of those activities. 
Cause Related Marketing as CSR activities 
could create higher customers involvement 
to the activities that inuence their positive 
behavior to the rm.

For LIFEBUOY, there is no relationship 
between reputation and loyalty, but 
this study found a relationship between 
QOL and loyalty. It does not conrm the 
nding of Liu and Zhou (2009) that stated 
reputation as primary antecedent of loyalty, 
and Keh and Xie (2008), that show the 
relationship between rms’ reputation with 
some indicators of loyalty, such as price 
premium through mediated of customer 
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trust, customer commitment, and customer 
identication, and furthermore. Bontis et 
al. (2007) showed that rms’ reputation 
and satisfaction are the antecedents of 
customer’s loyalty and recommendation. 
But, because UNILEVER implements 
CRM activities based on sales, so the 
repeated buying, as an indicator of loyalty, 
was inuenced by society’s QOL, since 
customer need is involved in that social 
program. LIFEBUOY CSR’ activities 
were communicated often in media, as 
well as the program implementation in 
society. Although there are many brands 
UNILEVER have produced and this 
company has a good reputation, it does not 
make a customer will become a loyal one. 
For PERTAMINA, there is no relationship 
between CA belief and society’s QOL, but 
respondent convince that PERTAMINA do 
some CSR activities that inuence society’s 
QOL. As a big state own company, 
PERTAMINA does not communicate their 
CSR activities and does not relate it with 
sales. It explains why there is no relationship 
between QOL and loyalty. Similar 
conclusion also found in SAMPOERNA, 
even though SAMPOERNA do some CSR 
advertising, but the activities do not in line 
with SAMPOERNA product, which is 
cigarette, and not related to sales. This result 
is different from Liu and Zhou (2009), who 
had developed some propositions that relate 
CSR and loyalty. According to them, CSR 
will enhance loyalty through mediation of 
some constructs. First, CSR will enhance 
rms’ reputation as the primary antecedent 
of loyalty. Second, CSR will convince 
customers to belief that rms has positive 
activity that will increase condence as 
antecedent of loyalty.

As a summary, there is a relationship 
between CSR activities and loyalty, 
mediated by QOL and reputation. However, 
the paths are different for each brand/rm. 
This research shows that there is a need 
for the rm to communicate their CSR 

activities, since it can create reputation and 
loyalty.

This research also shows that CSR 
activities could create positive behavior to 
customer. This evidence should encourage 
rms to implement CSR activities because 
they will create value to the rm through 
their customers. This study enriches 
empirical research that link social activities 
of the rm to customers behavior, although 
the activities do not directly inuence 
customers’ well being, instead these 
improve society’s well being in the area 
CSR activities had been implemented.

Limitation and future research

There are some limitations of this 
study. First, this research uses purposive 
sampling, which may imply that the result 
is not generalizable to the whole population. 
Future research using different respondents 
and wider coverage area is recommended.

Second, objects of this research is only 
ve rms with CSR activities classied 
in Cause Related Marketing (CRM), and 
Corporate Philanthropy. Future research 
using more rm as object and other kind of 
CSR activitities that is Cause Promotion, 
Corporate Social Marketing, Community 
Volunteering, and Socially Responsible 
Business Practice (Kotler dan Lee, 2005) 
will enriched research model analysis.

Third, this study uses loyalty and 
advocacy as behavior consequences of 
CSR activity. Using other consequenses 
such as customer satisfaction and customer 
lifetime value will increase benet to the 
rm in understanding corporate social 
performance. 

Lastly, this study’s outcomes only show 
behavioral consequences, that might be not 
sufcient to show that CSR activities is an 
investment. Future research could develop 
a model that reects nancial outcome that 
can show nancial contribution of CSR 
activities.



Balqiah, Setyowardhani, and Khairani

89

References

Barnett, M.L., Jermier, J.M., and Lafferty, B.A. (2006), Corporate Reputation: The 
Denitional Landscape, Corporate Reputation Review, 9(1), 26–38.

Bontis, N., Booker, L.D., and Serenko, A. (2007), The Mediating Effect of Organizational 
Reputation on Customer Loyalty and Service Recommendation in the Banking Industry, 
Management Decision, 45(9), 1426-1445.

Brown, T.J. and Dacin, P.A. (1997), The Company and the Product: Corporate Associations 
and Consumer Product Responses, Journal of Marketing, 61, 68-84.

Casalo, L.V., Flavian, C., and Guinaliu, M. (2008), The Role of Satisfaction and Website 
Usability in Developing Customer Loyalty and Positive Word-of-Mouth in the E-Banking 
Services, The International Journal of Bank Marketing, 26(6), 399-417.

Castaldo, S., Perrini, F., Misani, N., and Tencati, A. (2009), The Missing Link between 
Corporate Social Responsibility and Consumer Trust: The Case of Fair Trade Products, 
Journal of Business Ethics, 84, 1-15.

Caves, R.E. and Porter, M.E. (1997), From Entry Barriers to Mobility Barriers: Conjectural 
Decisions and Contrived Deterrence to New Competition, The Quarterly Journal of 
Economics, 91(2), 241-262.

Chrisman, J.J. and Carrol, A.B. (1984), SMR Forum: Corporate Responsibility--Reconciling 
Economic and Social Goals, Sloan Management Review (pre-1986), 25(2), 59.

Contanza, R., Fisher, B., Ali, S., Beer, C., Bond, L., Boumans, R., Danigelis, N.L., Dickinson, 
J., Elliott, C., Farley, J., Gaye, D.E., MacDonald Glenn, L., Hudspeth, T., Mahoney, D., 
McCahill, L., McIntosh, B., Reed, B., Rizvi, A.T., Rizzo, D.M., Simpatico, T., and Snapp, 
R. (2007), Quality of Life: An Approach Integrating Opportunities, Human Needs, and 
Subjective Well-being, Ecological Economics, 61, 267-276.

Du, S., Bhattacharya, C.B., and Sen, S. (2007), Reaping Relational Rewards from Corporate 
Social Responsibilty: The Role of Competitive Positioning, International Journal of 
Research in Marketing, 24, 224-241.

Eakuru, N. and Nik Mat, N.K. (2008), The Application of Structural Equation Modeling 
(SEM) in Determining the Antecedents of Customer Loyalty in Banks in South Thailand, 
The Business Review, Cambridge, 10(2), 129-139.

Gaines-Ross, L (2008), Corporate Reputation: 12 Steps to Safeguarding and Recovering 
Reputation, John Wiley & Sons.

Keh, H.T. and Xie, Y. (2008), Corporate Reputation and Customer Behavioral Intentions: 
The Role of Trust, Indentication and Commitment, Industrial Marketing Management, 
1-11.

Kotler, P. and Lee, N.R. (2008), Social Marketing: Influencing Behavior for Good, 3rd Ed., 
Sage Publication. 

Kotler, P. and Lee, N. (2005), Corporate Social Responsibility: Doing the Most Good for 
Your Company and Your Cause, John Wiley & Son. 

Kotler, P. and Keller, K.L. (2006), Marketing Management, 12th Ed., New Jersey: Pearson 
Education.

Liu,Y. and Zhou, X. (2009), Corporate Social Responsibility and Customer Loyalty: A 
Conceptual Framework, 6th International Conference on Service Systems and Service 
Management, 794-798.

Liu, D., Payne, A., and Harris, A. (2009), Characteristics of Customer Advocacy in a Services 
Context, ANZMAC.



THE SOUTH EAST ASIAN JOURNAL OF MANAGEMENT © April 2011 • VOL.V • NO.1

90

Marin, L., Ruiz, S., and Rubio, A. (2009), The Role of Identity Salience in the Effect of 
Corporate Social Responsibility on Consumer Behavior, Journal of Business Ethics, 84, 
65-78.

Miles, M.P. and Covin, J.C. (2000), A Source of Reputational, Competitive, and Financial 
Advantage, Journal of Business Ethics, 23(3), 299-311.

Nguyen, N. and Leblanc, G (2001), Corporate Image and Corporate Reputation in Customers’ 
Retention Decisions in Services, Journal of Retailing and Consumer Services, 8, 227-236.

Oliver, R.L. (1999), Whence Customer Loyalty?, Journal of Marketing, 63, 33-44.
Pava, M.L. (2008), Why Corporation Should Not Abandon Social Responsibility, Journal of 

Business Ethics, 83, 805-812.
Raghubir, P., Roberts, J., Lemon, K., and Winer, R.S. (2010), Why, When, and How Should 

the Effect of Marketing be Measured? A Stakeholder Perspective for Corporate Social 
Responsibility, Journal of Public Policy and Marketing, 66-77.

Roberts, P.W. and Dowling, G.R. (2002), Corporate Reputation and Sustained Superior 
Financial Performance, Strategic Management Journal, 23(12), 1077-1093.

Roy, S.K., Butaney, G., and Bhutaney, B. (2009), Examining the Effects of the Customer 
Loyalty States on the Word of Mouth, Pacific Asia Conference on Information Systems 
Proceeding.

Sanchez, J.L.F. and Sotorrio, L.L. (2007), The Creation of Value Through Corporate 
Reputation, Journal of Business Ethics, 79, 335-346.

Schwaiger, M. (2004), Components and Parameters of Corporate Reputation - An Empirical 
Study, Schmalenbach Business Review, 56, 46-71.

Sen, S., Bhattacharya, C.B., and Korschun, D. (2006), The Role of Corporate Social 
Responsibility in Strengthening Multiple Stakeholder Relationships: A Field Experiment, 
Journal of the Academy of Marketing Science, 34(2), 158-166.

Sirgy, M.J. and Lee, D.J. (1996), Setting Social Responsible Marketing Objectives:  A 
Quality-of-Life Approach, European Journal of Marketing, 30(5), 20-34.

Sirgy, M.J., Samli, A.C., and Meadow, H.L. (1982), The Interface between Quality of Life 
and Marketing: A Theoretical Framework, Journal of Marketing & Public Policy, 1, 69-
84.

Steiner, J.F. and Steiner, G.A. (2009), Business, Goverment, and Society: A Managerial 
Perspective, Text, and Cases, New York: McGraw-Hill.

Undang-undang No. 40 Tahun 2007.
Walsh, G. and Beatty, S.E. (2007), Customer-based Corporate Reputation of a Service Firm: 

Scale Development and Validation, Journal of the Academy of Marketing Science, 35, 
127-143.

Wijanto, S.H. (2008), Structural Equation Modeling dengan Lisrel 8.8: Konsep dan Tutorial, 
Jakarta: Graha Ilmu. 

Wilkie, W.L. and Moore, E.S. (1999), Marketing’s Contributions to Society, Journal of 
Marketing, 63, 198-218.

World Business Council for Sustainability Development (2004), Doing Business with the 
Poor. 



Aim and Scope

The South East Asian Journal of 
Management (SEAM) aims to present 
the latest thinking and research that test, 
extends, or builds management theory and 
contributes to management practice. 

Contents of the Journal will be of 
interest to management teachers, student 
and researchers as well as to practicing 
managers and material will be analytical 
rather than descriptive. 

Whilst a major focus of the journal is 
on the Asian countries and management 
issues connected with it, increasingly, 
global concerns and conceptual topics will 
be covered. The Journal does not take a 
narrow view of business and management 
and will publish in other disciplines if 
they contribute signicantly to problems 
considered by managers and researchers. 

To be published in SEAM, a manuscript 
must make strong empirical and theoretical 
contributions and highlight the signicance 
of those contributions to the management 
eld. Thus, preference is given to 
submissions that test, extend, or build strong 
theoretical frameworks while empirically 
examining issues with high importance for 
management theory and practice.

Manuscripts 

Manuscripts must be double-spaced on 
8 1/2 x 11”. Manuscript length should be 
reasonable for the contribution offered. 

Soft copy of the article should be sent to:

Dr. Sari Wahyuni 
Editor in Chief 
The South East Asian Journal of Management
Departement  of Management 
Faculty of Economics
Universitas Indonesia
Departement of Management Building, 
Kampus Baru UI, 
West Java, Indonesia 
Phone : +62-21-7272425 ext 503
Fax : +62-21-7863556 
Email: seam@ ui.ac.id 

Manuscripts are reviewed by the 
editor, members of the SEAM Editorial 
Review Board, and occasional reviewers. 
The author’s name and afliation are 
removed before reviewing in order to 
ensure objectivity. Please do not identify 
the author(s) in the body of the paper either 
directly or by citation. 

With the submission of a manuscript, the 
following three items should be included:

 Cover page showing title, each author’s 
name, afliation, complete address, 
telephone and fax number, and the category 
of the article. Select one category from the 
following: Finance, Capital Market, Policy, 
Accounting, Marketing, Human Resource, 
Innovation, Strategic, and Organization. 
1. Abstract of up to 150 words. 
2. Keywords. 

THE SOUTH EAST ASIAN JOURNAL

MANAGEMENTOF

Instructions to Contributors



Mathematical Notation 

Notations should be clearly explained 
within the text. Equations should be centered 
on the page. If equations are numbered, 
type the number in parentheses ush with 
the right margin. Unusual symbols and 
Greek letters should be identied. For 
equations that may be too wide to t in a 
single column, indicate appropriate breaks. 

Table and Figures

Indicate table placements within text. 
Camera-ready tables should be typed ush 
with the left-hand margin and have proper 
labelling of sources, column headings, and 
other notations. Once the manuscript has 
been accepted for publication, complex 
tables and gures (diagrams, charts, graphs, 
etc.) should be prepared professionally for 
camera-ready reproduction. 

References
 

Reference citations within the text 
should consist of the author’s last name and 
date of publication, without punctuation, 
enclosed within parentheses, and should 
be inserted before punctuation and/or at 
a logical break in the sentence. If several 
citations are needed, separate them with 
semicolons, and list alphabetically. If two 
or more works by an author have the same 
year, distinguish them by placing a, b, etc. 
after the year. 

References should be double-spaced 
and attached on a separate page. Works 
by single author, list chronogically; 
two authors, alphabetically and then 
chronogically; three authors, the same; 
four or more, list chronogically. References 
should be in the following: 

Books: 

Bagozzy, R.P. (1980), Causal Models in 
Marketing, New York: Wiley. 

Journals: 

Singh, J. (1991), Understanding the Structure 
of Consumers’ Satisfaction Evaluations of 
Service Delivery, Journal of the Academy 
of Marketing Science, 19 (Summer), 223-
244. 

Three or More Authors: 

Zeithaml, V.A., Berry, L..L., and Parasuraman, 
A. (1993), The Nature and Determinants 
of Customers Experiences of Service, 
Journal of the Academy of Marketing 
Science, 21 (Winter), 1-12. 

Article in a Book Edited by another 
Author: 

Levitt, T. (1988), The Globalization of 
Markets, in Multinational Marketing 
Management, Robert, D.B., and Quelch, 
J.A. (Eds.), Reading, MA, Addison 
Weley, 186-205. 

Unpublished Dissertations: 

Paterson, K.S. (1985), The Effects of Bilingual 
Labels in Buyer Behaviour, Dissertation, 
University of California at Irvine.

 
A copy of the SEAM Journal style sheet is 
available from the editor on request. 

For further information, please visit our 
website http://seam.pascafe.ui.ac.id



About MRC 
The Management Research Center (MRC) 

laboratory was created in March 2006 due to 
the particular reason of relative weakness on 
management research in Indonesia. MRC is 
national research center dedicated to contribute 
the theoretical, empirical, and practical research in 
recent management issues. 

The intention is not only to stimulate research 
and discussion within scholarly circles, but also to 
enhance business community and public awareness 
to stimulate thinking on and exploring solutions in 
management issues. 

The MRC is placed to assist local, regional 
and international scholar and other researcher that 
provides a congenial and stimulating intellectual 
environment, encouraging the fullest interaction 
and exchange ideas. 

To achieve these aims, the MRC conducts a 
range of research programs; holds public lecturers, 
seminars, workshops, and conferences; publishes 
research journals and books, support research 
facilities, including data, nancial subsidy and 
library collections.

 

Research 

Research within MRC covers the elds of interest 
in:
• Business Policy & Strategy 
• Entrepreneurship 
• Finance and Banking 
• Gender and Diversity in Organizations 
• International Management 
• Management Education & Development 
• Operations Management 
• Organization Development & Change 
• Organization & Management Theory 
• Organizational Behavior 
• Research Methods in Management 
• Social Issues in Management 
• Technology & Innovation Management 

 

Activities 

MRC has a program of public lecturers, 
seminars, workshops, and conferences, organized 
independently or in collaboration with other 

research organization and also with private 
sectors. The eld of these activities from informal 
discussion group to major international events. 

Especially for the public lecturer, MRC invites 
and opens the opportunity for distinguish professor, 
leaders and CEO of the companies to share their 
know ledges and their experiences.

Publications 

To facilitate timely dissemination of research and 
commentaries on recent and current developments, 
MRC produce monographs under the Working 
Paper Series. 

MRC also publishes academic journals which is 
called The South East Asian Journal of Management 
(SEAM), Indonesia Capital Market Review (ICMR 
) and Asean Marketing Journal (AMJ).

Library 

The MRC library collaborates with the Graduate 
School of Management, Faculty of Economics, 
University of Indonesia. This library has many 
excellent collections of management studies 
in Bahasa Indonesia and English, in print and 
multimedia formats.

Contact us 
MANAGEMENT RESEARCH CENTER (MRC)

DEPARTMENT OF MANAGEMENT 
FACULTY OF ECONOMICS, 
UNIVERSITAS INDONESIA 

Department of Management  Building 2nd oor. 
Kampus Baru UI Depok, 
West Java, Indonesia 16424
Phone : 021- 7272425 ext 503                      
Fax : 021- 7863556     
E-mail : mrc@ ui.ac.id

http://pascafe.ui.ac.id
http://seam.pascafe.ui.ac.id



The South East Asian Journal of Management
Faculty of Economics
Universitas Indonesia
Departement of Management Building, Depok Campus, West Java
Phone : +62-21-7272425 ext 503
Fax : +62-21-7863556
E-mail: seam@ui.ac.id
http://seam.pascafe.ui.ac.id/


	cov.pdf
	Balqiah.pdf
	End.pdf

