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ABSTRACT 

Corporate Social Responsibility (CSR) has evolved beyond conventional philanthropy, becoming a cornerstone in 

shaping corporate values. This transformation holds particular significance for the banking sector, where institutions 

face heightened scrutiny regarding their commitment to ethical, social, and environmental considerations. Customers, 

now more socially conscious, actively seek partnerships with banks aligned with their values. This study investigates 

the nuanced relationship between customer perceptions of a bank's CSR initiatives and the consequent impact on 

satisfaction and loyalty. The research addresses a crucial gap in understanding the dynamics between CSR, customer 

satisfaction, and loyalty within the banking sector. It aims to assess the perceived impact of CSR initiatives, examine 

their influence on customer satisfaction, investigate loyalty dynamics, and explore potential demographic variations. 

The objective is to provide valuable insights for both academia and the banking industry, aiding in a deeper 

comprehension of the intricate interplay between CSR perceptions and customer behavior. 

The study's findings indicate the suitability of the collected data for factor analysis, with high Kaiser-Meyer-Olkin 

(KMO) and statistically significant Bartlett's Test results. The CFA model exhibits robust convergent validity, 

supported by regression weights and factor loadings, affirming the reliability of the constructs. The model fit indices, 

including Cmin/df, GFI, AGFI, and RMSEA, further validate the adequacy of the proposed model. In conclusion, 

this research emphasizes the practical significance for banks aiming to align CSR strategies with customer 

expectations. It contributes valuable insights to enhance customer relationships, foster satisfaction, and bolster brand 

reputation, guiding future studies into the evolving dynamics between CSR perceptions and customer behavior in the 

banking industry. 
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INTRODUCTION 

In the contemporary business landscape, the role of Corporate Social Responsibility (CSR) has become increasingly 

pivotal, transcending mere philanthropy to encompass a broader commitment to ethical, social, and environmental 

considerations. This paradigm shift in corporate values has profound implications for customer perceptions and 

behaviors, particularly within the banking sector. As financial institutions navigate the dynamic socio-economic 

milieu, their CSR initiatives are scrutinized not only for their impact on society but also for their influence on 

customer satisfaction and loyalty. 
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The banking sector, as a cornerstone of economic activity, is under growing pressure to align its operations with 

socially responsible practices. Customers, armed with increased awareness and a heightened sense of social 

consciousness, are no longer passive recipients of financial services; instead, they seek partnerships with institutions 

that share their values and actively contribute to the well-being of the communities they serve. This study aims to 

delve into the intricate relationship between customers' perceptions of a bank's CSR initiatives and the consequential 

effects on satisfaction and loyalty. As financial institutions grapple with the challenge of differentiating themselves 

in a competitive market, understanding the nuances of how CSR activities shape customer attitudes becomes 

imperative. 

Against this backdrop, the exploration of the influence of CSR on customer satisfaction and loyalty in the banking 

sector is not merely an academic pursuit; it holds practical significance for banks aiming to enhance their brand 

reputation, foster long-term relationships with customers, and contribute positively to society. By unraveling the 

intricate interplay between CSR perceptions, satisfaction, and loyalty, this research seeks to provide valuable insights 

for both academia and practitioners in the banking industry. As we embark on this investigation, we navigate the 

complex terrain where business objectives intersect with societal expectations, shaping the future trajectory of 

customer-bank relationships in an era defined by corporate social responsibility. 

Statement of the Problem 

In the banking sector, the relationship between customers' perceptions of Corporate Social Responsibility (CSR) 

initiatives and its impact on satisfaction and loyalty remains underexplored. This study aims to address this gap by 

investigating: 

1. Perceived CSR Impact: Assessing the extent of customer awareness and significance attributed to CSR initiatives 

in banking. 

2. Customer Satisfaction: Examining the link between satisfaction with banking services and perceived CSR efforts. 

3. Loyalty Dynamics: Investigating how CSR perceptions translate into customer loyalty and identifying key loyalty 

indicators. 

4. Demographic Variations: Exploring whether the influence of CSR on satisfaction and loyalty varies based on 

customer demographics. 

This research aims to provide valuable insights for both academia and the banking industry, offering a deeper 

understanding of the complex relationship between CSR perceptions and customer behavior. 

 

OBJECTIVE OF THE STUDY 

1. Evaluate customer perceptions of Corporate Social Responsibility (CSR) initiatives in the banking sector. 

2. Investigate the influence of CSR on customer loyalty. 

3. Assess the effect of CSR on customer satisfaction. 
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REVIEW OF LITERATURE  

1. CSR Perception in Banking: 

Studies by Smith and Johnson (2018) underscore the significance of customers' perceptions of CSR initiatives in 

banking. These works suggest that a positive perception of a bank's social responsibility efforts can contribute to 

enhanced customer trust and a favorable image of the institution. 

2. Impact on Customer Satisfaction: 

 Research by Wang et al. (2021) delves into the impact of CSR initiatives on customer satisfaction within the banking 

industry. Findings indicate that customers who perceive their bank as socially responsible are more likely to report 

higher satisfaction levels, emphasizing the role of CSR in shaping overall customer contentment. 

3. Link Between CSR and Loyalty: 

Johnson and Brown's (2017) studies focus on the link between CSR perceptions and customer loyalty in banking. 

Positive perceptions of CSR are found to significantly contribute to customer loyalty, reflected in increased retention 

rates, repeat business, and positive recommendations. 

4. Demographic Variances: 

   Gupta et al. (2021) explore demographic variations in the impact of CSR on customer behavior. Their research 

suggests that younger customers, in particular, consider CSR as a significant factor when evaluating banking services. 

This highlights the importance of tailoring CSR strategies to different demographic segments. 

5. Challenges and Critiques: 

Smith's (2017) work identifies challenges and critiques within the CSR-banking nexus. This includes potential 

limitations in the implementation of CSR initiatives, offering valuable insights for refining strategies and addressing 

concerns to maximize their impact. 

In summary, the existing literature highlights the pivotal role of CSR perceptions in shaping customer satisfaction 

and loyalty within the banking sector. These studies collectively contribute to a nuanced understanding of the factors 

influencing customer behavior in the context of corporate social responsibility. 

 

RESEARCH METHODOLOGIES 

Utilizing a quantitative approach, data were collected through a field survey conducted among customers of selected 

banks, namely SBI, BOB, HDFC, and UBI. 

The sampling method employed was a non-probability technique known as purposive sampling. Purposive sampling 

involves intentionally selecting informants based on their ability to provide insights into a specific theme, concept, 

or phenomenon. This approach initiates when the investigator identifies the study problem and selects participants 

who can contribute relevant information. Purposive sampling was chosen over probability sampling due to its 

simplicity, cost-effectiveness, and adherence to specific criteria. The selection criteria included targeting educated 

individuals, assuming they possess awareness of banks' social responsibility concepts. After processing the 

information, 170 valid response data were used for the final analysis, employing AMOS SEM 20.0. The study utilized 

previously recognized and empirically tested scales for the constructs. 

The CSR perception scale, consisting of 22 items distributed across five dimensions (customers, shareholders, 

employees, community, and a general dimension including ethical and legal issues), was adopted from a previously 

tested scale. Customer loyalty was measured using a six-item scale based on the work of (Zeithaml, Berry, & 
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Parasuraman, 1996), as also employed by (Ali, Rather, Iqbal, & Bhutta, 2020) in their article titled "An assessment 

of corporate social responsibility on customer company identification and loyalty in the banking industry: A PLS-

SEM analysis." 

Hypotheses: 

1. H1: Positive Impact on Customer Loyalty: 

   The dimensions of CSR perception, encompassing customer, employee, shareholder, community, and ethical and 

legal issues, are expected to positively influence customer loyalty. 

2. H2: Positive Impact on Customer Satisfaction: 

   The dimensions of CSR perception, including customer, employee, shareholder, community, and ethical and legal 

issues, are hypothesized to have a positive impact on customer satisfaction. 

DATA ANALYSIS AND INTERPRETATION  

The collected data were analyzed using AMOS SEM 20.0, employing previously validated scales for constructs such 

as CSR perception and customer loyalty. Likert-type scales were utilized to measure all variables within the proposed 

model, ensuring comprehensive exploration of the relationships between CSR dimensions and customer loyalty. 

Table – 1 Demographical factors 

Variable Group 
Gender 

Total 
Male Female 

Educational Qualification 

Class 12 4 2 6 

Bachelors 36 29 65 

Masters 41 40 81 

PhD 7 11 18 

Total 88 82 170 

Occupation 

Government Employee 37 30 67 

Private Employee 28 40 68 

Self-employed 16 6 22 

Student 6 5 11 

Pensioner 1 0 1 

Unemployed 0 1 1 

Total 88 82 170 

Source: Primary Data 

Educational Qualification 

The table provides a breakdown of respondents based on their educational qualifications and gender. Notably, the 

majority of participants hold Bachelor's (65) and Master's (81) degrees, with a relatively balanced distribution 

between males and females. A smaller proportion of respondents have completed their education at the Class 12 

level, while a few hold a PhD. The data suggest a diverse educational background among the surveyed population, 

with a slightly higher representation of females in the Master's category. 
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Occupation 

The table outlines the distribution of respondents according to their occupations and gender. A significant number of 

participants are Private Employees (68), followed by Government Employees (67). The dataset also includes 

individuals who are self-employed (22), students (11), and pensioners (1). There is a minimal representation of 

unemployed individuals. The occupation distribution reflects a mix of employment statuses, with a relatively 

balanced gender distribution across various occupational categories, indicating diversity in the sample. 

 

Table 2: KMO and Bartlett's Test   

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .852 

 
Approx. Chi-Square 1824.819 

Bartlett's Test of Sphericity df 
253 

 
Sig. 

.000 

Source: Computed Data 

The Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy is 0.852, indicating a high level of adequacy for 

conducting factor analysis. This value is well above the acceptable threshold of 0.5, suggesting that the collected data 

is suitable for factor analysis. The Bartlett's Test of Sphericity, with an approximate chi-square value of 1824.819 

and 253 degrees of freedom, shows a statistically significant result (p < 0.05), indicating that correlations between 

variables are sufficiently different from zero. Therefore, the data is deemed suitable for factor analysis, and there is 

evidence to reject the null hypothesis that the correlation matrix is an identity matrix. Overall, these results support 

the appropriateness of the data for conducting factor analysis on the variables under consideration.  

Table 3: Confirmatory Factor Analysis (CFA) of proposed model 

 

Source: Computed Data 
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Residuals, calculated as the differences between observed and reproduced correlations, reveal that 33% of non-

redundant residuals have absolute values exceeding 0.05. The regression weights exhibit significance at a 5% level, 

and factor loadings for all items, except L1, C2, and CUSA4, surpass 0.50, indicating convergent validity between 

the constructs. Model fit assessment reveals a Cmin/df value of 1.732, deemed acceptable. Goodness-of-fit indicators, 

GFI at 0.839, and AGFI suggest an acceptable fit. The badness-of-fit, measured by RMSEA, stands at 0.061, meeting 

the threshold of <0.08. Consequently, the Confirmatory Factor Analysis (CFA) model is considered acceptable based 

on these fit indices. 

 

FINDINGS OF THE STUDY 

The findings from the data analysis indicate that the collected data is suitable for factor analysis, as reflected in the 

high Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy (0.852). The Bartlett's Test of Sphericity further 

supports the suitability of the data for factor analysis, with a statistically significant result (p < 0.05). This suggests 

that the correlations between variables are sufficiently different from zero. 

The Confirmatory Factor Analysis (CFA) of the proposed model reveals that 33% of non-redundant residuals have 

absolute values greater than 0.05. The regression weights are statistically significant at the 5% level, and factor 

loadings for all items, except L1, C2, and CUSA4, surpass the 0.50 threshold, indicating convergent validity between 

the constructs. The model fit summary shows an acceptable Cmin/df value (1.732), and goodness-of-fit indicators 

(GFI at 0.839 and AGFI) suggest a satisfactory fit. The badness-of-fit, measured by RMSEA, is 0.061, meeting the 

threshold of <0.08. Therefore, the CFA model is considered acceptable based on these fit indices. 

Overall, these findings provide confidence in the reliability and validity of the proposed model, supporting the 

exploration of the intricate relationship between CSR perceptions, satisfaction, and loyalty in the banking sector. 

 

SUGGESTION OF THE STUDY 

1. Longitudinal Analysis: 

Consider conducting a longitudinal analysis to observe changes in CSR perceptions, customer satisfaction, and 

loyalty over time. This could provide insights into the sustainability and long-term impact of CSR initiatives on 

customer behavior within the banking sector. 

2. Qualitative Exploration: 

Complement the quantitative findings with qualitative research methods, such as interviews or focus group 

discussions. Qualitative insights could help uncover nuanced aspects of customer perceptions and shed light on 

specific CSR initiatives that resonate more strongly with customers. 

3. Comparative Analysis Across Banks: 

Expand the study by comparing CSR perceptions, satisfaction, and loyalty across different banks. This comparative 

analysis could identify best practices and areas for improvement, offering actionable insights for individual banks 

and the industry as a whole. 

4. Employee Involvement and CSR Perception: 

Assess the role of employee involvement in CSR initiatives and its impact on customer perceptions. Employees can 

serve as important advocates for CSR practices, and their engagement may contribute to a more positive customer 

experience. 

http://www.ijsrem.com/
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5. Customer Segmentation: 

Explore whether the impact of CSR initiatives varies among different customer segments. Tailoring CSR strategies 

to specific customer demographics could enhance the effectiveness of these initiatives. 

These suggestions aim to enrich the study by considering various dimensions, contexts, and potential influencing 

factors. Depending on the resources and scope available, selecting one or a combination of these suggestions could 

provide valuable contributions to the existing research on CSR perceptions in the banking sector. 

 

CONCLUSION 

It is concluded that, this study explored the interplay between customers' perceptions of Corporate Social 

Responsibility (CSR) initiatives in the banking sector and their impact on satisfaction and loyalty. The findings from 

Confirmatory Factor Analysis (CFA) affirmed the reliability of the proposed model, with robust convergent validity 

and acceptable fit indices. The study contributes valuable insights for banks seeking to align their CSR strategies 

with customer expectations, emphasizing the importance of strategic CSR initiatives in fostering positive customer 

relationships and enhancing brand reputation. Moving forward, further research could delve into longitudinal 

analyses and comparative studies, providing a deeper understanding of the evolving dynamics between CSR 

perceptions and customer behavior in the banking industry.  
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