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Abstract
Purpose: The purpose of this study is to examine how Corporate
Social Responsibility (CSR) practices in Bangladeshi banks
l influence customer trust and loyalty. It aims to understand whether
CSR helps banks gain a competitive advantage, build stronger
customer relationships, and improve long-term sustainability and
profitability.
Methods: This study uses a quantitative research approach. Data
will be collected through a structured survey using stratified
random sampling of 300 customers from at least five major banks
in Bangladesh known for their CSR activities. The survey focuses
Article History: on customer awareness, perception of CSR initiatives, trust, and
Received on 2 November 2025 loyalty, supported by secondary data such as CSR reports and
1% Revised on 20 November 2025 | academic literature. Data will be analyzed using descriptive
Accepted on 21 November 2025 | statistics, correlation, and regression analysis, covering CSR
dimensions such as community engagement, environmental
sustainability, and financial inclusion in both urban and rural areas.
Results: The study is expected to show that strong CSR practices
improve customer perceptions of a bank’s ethics, reliability, and
honesty, which boosts customer trust. Higher trust is likely to lead
to greater customer loyalty, including retention and positive word-
of-mouth. Banks that communicate CSR activities clearly are also
expected to gain more satisfaction and brand advocacy. Findings
will identify which CSR activities matter most and how they
strengthen long-term customer relationships and competitive
advantage.
Conclusion: CSR is expected to significantly enhance customer
trust and loyalty and reinforce sustainable competitive positioning
for banks in Bangladesh.
Limitation: This study is limited to selected banks and relies on
self-reported survey responses, which may not fully capture
customer behavior across the entire banking sector.
Contribution: This study contributes to CSR, marketing, and
banking strategy by providing empirical evidence on how CSR
shapes trust and loyalty. It offers practical guidance for banks and
policymakers and provides insights relevant to other developing
countries.
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1. Introduction

1.1 Background of the Study

Corporate Social Responsibility (CSR) has become an essential aspect of strategic business
management, particularly in the banking sector, where trust and long-term customer relationships are
critical. Banks are not only financial intermediaries but also key players in socio-economic
development. As financial institutions operate in a highly competitive market, they are increasingly
leveraging CSR initiatives to build a positive brand image, foster customer loyalty, and differentiate
themselves from competitors (Afreen, 2020). CSR activities in banking encompass environmental
sustainability, financial inclusion, education, healthcare, and community development. These initiatives
aim to enhance a bank's reputation while also addressing pressing societal challenges Yasir et al. (2023)
In Bangladesh, CSR in banking has gained prominence due to the growing importance of ethical
business practices and stakeholder expectations. Bangladeshi banks actively engage in CSR activities
such as environmental sustainability, financial inclusion, community development, education, and
healthcare (Wijaya & Istriani, 2015).

The Bangladesh Bank, the country’s central regulatory authority, has also emphasized CSR reporting
and encouraged banks to adopt sustainable banking practices (Afroj, 2022). However, despite these
regulatory efforts and widespread adoption of CSR initiatives, the impact of these activities on customer
trust and loyalty remains an underexplored area. Understanding how CSR influences customer
perceptions and behaviors is critical for banks aiming to foster long-term relationships and maintain a
competitive edge.

1.2 Rationale of the Study

Trust is a fundamental element in banking relationships. Customers rely on banks to safeguard their
assets, provide financial solutions, and operate with integrity. CSR initiatives, when perceived as
genuine and aligned with societal needs, can enhance trust in financial institutions (Bag & Islam, 2017).
Furthermore, customer loyalty in the banking sector is influenced by various factors, including service
quality, brand reputation, and ethical considerations (Siddiqi, 2011). While CSR has been identified as
a driver of trust and loyalty in other industries, its direct impact on banking customers in Bangladesh
requires empirical validation (Sadekin & Shaikh, 2016). This study aims to fill this gap by investigating
how CSR activities influence customer trust and loyalty in the Bangladeshi banking sector. By
exploring customer perceptions and behaviors, the research will provide insights into the effectiveness
of CSR as a strategic tool for customer engagement and retention. The study will also examine whether
customers perceive CSR activities as authentic efforts to contribute to society or as mere marketing
tools designed to enhance corporate image (Bag & Islam, 2017).

1.3 Problem Statement

Despite the increasing focus on CSR among Bangladeshi banks, there is limited empirical evidence on
its influence on customer trust and loyalty. While banks invest in CSR initiatives, there is uncertainty
about whether these activities translate into stronger customer relationships and long-term commitment.
This raises several key questions: Do customers perceive CSR activities as authentic and value-driven,
or are they merely seen as marketing tools? How does CSR impact customer trust in banks? Does trust
mediate the relationship between CSR and customer loyalty? Addressing these questions is crucial for
banks seeking to optimize their CSR strategies for better customer outcomes (Bugandwa, Kanyurhi,
Bugandwa Mungu Akonkwa, & Haguma Mushigo, 2021). CSR initiatives are designed to promote
ethical banking practices, support community development, and enhance customer engagement.
However, without a clear understanding of their actual impact on customer trust and loyalty, banks may
fail to maximize the potential benefits of CSR. This study, therefore, aims to bridge this knowledge gap
by providing empirical insights into the relationship between CSR, customer trust, and loyalty (Chung,
Park, & Lee, 2022).

1.4 Research Objectives
The study is guided by the following objectives:
e To analyze the current state of CSR practices in Bangladeshi banks and their alignment with
customer expectations.
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e To evaluate the impact of CSR activities on customer trust, specifically in terms of credibility,
reliability, and ethical standards.

e To examine the link between CSR initiatives and customer loyalty, focusing on retention,
advocacy, and brand preference.

e To develop strategic recommendations for enhancing the effectiveness of CSR initiatives in
fostering customer trust and loyalty.

1.5 Research Questions
To achieve these objectives, the study seeks to answer the following research questions:
e What are the most common CSR initiatives undertaken by commercial banks in Bangladesh?
e How do CSR activities shape customer perceptions of trust and credibility in banks?
e  What is the relationship between CSR efforts and customer loyalty in the banking sector?
e How can banks improve their CSR strategies to strengthen customer engagement and long-term
relationships?

1.6 Theoretical Framework

This study is grounded in two key theories that explain the relationship between CSR and customer
behavior:

Legitimacy Theory: This theory posits that organizations engage in CSR to align their operations with
societal norms and expectations (Hong & Kim, 2018). Banks use CSR initiatives to legitimize their
presence, enhance their reputation, and maintain their social license to operate.

Stakeholder Theory: Proposed by Hoque, Jahan, and Begum (2024), this theory suggests that
businesses must consider the interests of all stakeholders, including customers, employees, investors,
and society. CSR activities demonstrate a bank’s commitment to stakeholders, which in turn fosters
trust and loyalty (Iglesias, Markovic, Bagherzadeh, & Singh, 2020).

By integrating these theories, the study provides a structured approach to examining how CSR
influences customer perceptions and behaviors.

1.7 Significance of the Study

The findings of this research will be valuable for multiple stakeholders:

For Banks: The study will provide actionable insights into the effectiveness of CSR in enhancing
customer relationships and competitive advantage (N. Singh & Bajpai, 2021).

For Regulators: The research will help policymakers and regulatory bodies, such as Bangladesh Bank,
assess the impact of CSR guidelines on customer trust and banking stability (Kang & Hustvedt, 2014).
For Academics: The study will contribute to the existing literature on CSR, trust, and loyalty in
financial services, particularly in the context of emerging economies like Bangladesh (R. P. Singh,
2024).

1.8 Scope of the Study
The study focuses on commercial banks in Bangladesh that actively engage in CSR initiatives. Both
urban and rural customer perspectives will be considered to ensure a comprehensive analysis of CSR
perceptions across different demographic groups. The research will employ a mixed-method approach,
combining quantitative surveys and qualitative insights to understand customer attitudes toward CSR
(Khan & Fatma, 2019).

1.9 Limitations of the Study
While the study aims to provide meaningful insights, certain limitations must be acknowledged:
o Data Availability: Access to detailed CSR reports and customer records may be restricted,
limiting the depth of the analysis (N. Singh & Bajpai, 2021).
o Sample Size: The study will focus on 300 customers from selected banks, which may not fully
represent the entire banking population in Bangladesh (Zaman et al., 2021).
e Perceptual Bias: Customers' perceptions of CSR activities may be influenced by personal
experiences, cultural factors, or media portrayals, introducing potential biases in the findings
(A. Kumar, Sinha, Arora, & Aggarwal, 2018).
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2. Literature Review

2.1 Concept of CSR in the Banking Sector

CSR in banking extends beyond traditional financial services to include activities that contribute to
environmental sustainability, social welfare, and economic development (Carroll & Shabana, 2010).
Banks engage in CSR to fulfill stakeholder expectations, improve their corporate image, and establish
long-term customer relationships (Khan & Fatma, 2019). Common CSR practices in the banking sector
include financial inclusion programs, environmental initiatives, charitable donations, education
sponsorships, and ethical banking policies (A. Kumar et al., 2018).

Bangladesh Bank has implemented regulations requiring banks to allocate a portion of their net profits
to CSR activities (P. N. Kumar, Jacob, & Thota, 2014). These initiatives aim to strengthen financial
stability and foster sustainable banking practices. However, the effectiveness of such CSR activities in
shaping customer perceptions and fostering loyalty remains an area of ongoing research.

2.3 Theoretical Framework Supporting CSR and Customer Trust
Several theories explain the impact of CSR on customer trust and loyalty in the banking sector.

2.3.1 Legitimacy Theory

Legitimacy theory suggests that organizations engage in CSR to align their operations with societal
norms and expectations (Liu, Liu, Mo, Zhao, & Zhu, 2020). By demonstrating social responsibility,
banks can gain public trust and establish credibility in the financial market. Studies show that banks
implementing transparent CSR policies enjoy a stronger reputation and higher customer satisfaction
(Louis, Lombart, & Durif, 2019).

2.3.2 Stakeholder Theory

Stakeholder theory, proposed by Ma, Ahn, and Choi (2018), posits that businesses should consider the
interests of all stakeholders, including customers, employees, regulators, and society at large. Banks
that integrate CSR into their core operations demonstrate commitment to ethical practices, leading to
increased customer trust and engagement (Mandira, Suliyanto, & Nawarini, 2018).

2.3.3 Social Exchange Theory

Social exchange theory Németh (2013) explains how CSR activities create a reciprocal relationship
between banks and customers. When customers perceive that banks contribute positively to society,
they are more likely to reward these institutions with their trust and loyalty (Ahmed, Jannat, & Ahmed,
2017).

2.4 CSR and Customer Trust in Banking
Trust is a critical factor influencing customer-bank relationships. CSR initiatives can enhance trust by
signaling a bank’s commitment to ethical practices and social well-being.

2.4.1 Dimensions of Customer Trust
Customer trust in banks is shaped by three key dimensions:
e Integrity: Customers assess whether banks uphold ethical business practices.
e Reliability: Customers expect banks to fulfill their commitments and obligations.

e Transparency: Open communication about CSR initiatives strengthens customer confidence
(Pratama, 2014).

2.4.2 Empirical Evidence Linking CSR and Customer Trust

Research shows a positive correlation between CSR engagement and customer trust in the banking
industry. A study by Hassan et al. (2021) found that banks with proactive CSR strategies experienced
higher levels of customer confidence and satisfaction. Similarly P. N. Kumar et al. (2014) reported that
transparent CSR disclosures improve public perception and reduce skepticism toward financial
institutions.
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2.5 CSR and Customer Loyalty in Banking
Loyalty is a key determinant of long-term customer relationships. CSR initiatives can influence loyalty
by fostering emotional connections between customers and banks.

2.5.1 Factors Influencing Customer Loyalty
Customer loyalty in banking is influenced by:
e Perceived CSR Authenticity: Genuine CSR efforts are more likely to drive loyalty than
superficial marketing campaigns.
e Service Quality: CSR complements service quality by reinforcing a bank’s reputation for
ethical conduct.
¢ Brand Image: Customers prefer to engage with socially responsible banks (A. Kumar et al.,
2018).

2.5.2 Empirical Evidence Linking CSR and Customer Loyalty

A study by Zaman et al. (2021) found that CSR activities significantly enhance customer retention and
advocacy. Customers who perceive banks as socially responsible are more likely to recommend their
services to others. Additionally, research by Sadekin and Shaikh (2016) suggests that financial inclusion
programs strengthen customer loyalty by increasing accessibility to banking services.

2.6 CSR as a Competitive Advantage in Banking

CSR is increasingly recognized as a source of competitive advantage in the banking sector. Banks that
differentiate themselves through meaningful CSR initiatives attract a loyal customer base and enhance
brand equity (Siddiqi, 2011). Studies indicate that CSR-driven banks experience increased customer
acquisition and reduced attrition rates (Chiguvi & Guruwo, 2017).

2.7 Knowledge Gaps and Research Direction
While existing literature establishes a positive link between CSR and customer trust and loyalty, several
gaps remain:
e Context-Specific Analysis: Most studies focus on Western economies; limited research
examines CSR impacts in the Bangladeshi banking sector.
e Longitudinal Effects: There is a lack of studies assessing the long-term impact of CSR on
customer retention.
o Customer Perceptions of CSR Authenticity: Further research is needed to distinguish
between genuine CSR efforts and marketing-driven initiatives

2.8 Theoretical Framework

2.8.1 Legitimacy Theory

Legitimacy theory explains how organizations, including banks, engage in Corporate Social
Responsibility (CSR) to align their operations with societal norms and expectations. According to
Hossan and Hasan (2021), legitimacy is a generalized perception that an organization’s actions are
desirable or appropriate within the social system. Banks use CSR initiatives to enhance their legitimacy,
mitigate reputational risks, and maintain public trust (Al Karim, 2019).

CSR initiatives in the banking sector, such as environmental sustainability, community development,
and financial inclusion, are often strategically implemented to gain legitimacy. Research by Anik,
Bristy, Alam, Hrisha, and Hasan (2020) found that banks with robust CSR policies are more likely to
be perceived as socially responsible, thus enhancing their legitimacy. Additionally, banks that actively
communicate their CSR efforts improve customer confidence and loyalty (Liu et al., 2020).

2.8.2 Stakeholder Theory

Stakeholder theory, developed by (Ma et al., 2018), posits that businesses must consider the interests
of all stakeholders, including customers, employees, investors, and society. CSR serves as a mechanism
through which banks address stakeholder concerns, demonstrating their commitment to ethical and
sustainable business practices (Németh, 2013).
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In the banking sector, stakeholder-oriented CSR activities include responsible lending, ethical
investment practices, and customer-centric initiatives. Research by Wijaya and Istriani (2015)
highlights that banks engaging in stakeholder-driven CSR enjoy higher levels of customer satisfaction
and loyalty. By incorporating CSR into their business models, banks not only meet regulatory
requirements but also enhance their competitive advantage (Ma et al., 2018).

2.9 CSR’s Impact on Customer Behavior

Prior research has extensively explored the influence of CSR on customer perceptions, trust, and loyalty
in banking. CSR activities are seen as a means to build positive brand associations and foster long-term
customer relationships. Studies by Hassan et al. (2021) and Al-nassar (2015) indicate that customers
prefer banks that actively contribute to social and environmental causes. CSR initiatives, such as green
banking, charitable donations, and ethical finance, play a critical role in shaping customer perceptions.
Furthermore, research by P. N. Kumar et al. (2014) found that CSR-driven banks enjoy higher customer
engagement and brand advocacy. Customers perceive CSR as a signal of a bank’s ethical integrity,
which in turn strengthens their commitment to the financial institution.

2.10 CSR, Customer Trust, and Loyalty in Banking

Customer trust is a key determinant of loyalty in the banking sector. CSR activities enhance trust by
demonstrating a bank’s commitment to ethical business practices and social responsibility Kaushal et
al. (2024). A study Al-nassar (2015) found a positive correlation between CSR engagement and
customer trust. Similarly, Anik et al. (2020) reported that banks with transparent CSR disclosures
experience lower customer skepticism and higher satisfaction levels. Loyalty, on the other hand, is
influenced by trust, service quality, and brand reputation. Research by Pratama (2014) confirms that
customers are more likely to remain loyal to banks that uphold strong CSR values. Thus, CSR not only
fosters trust but also reinforces long-term customer loyalty.

2.11 Variable Construction
2.11.1 Dependent Variable: Customer Trust and Loyalty
The study focuses on two dependent variables:
e Customer Trust: Defined as the customer’s confidence in a bank’s reliability, integrity, and
ethical conduct.
o Customer Loyalty: Measured by customer retention, advocacy, and willingness to continue
using a bank’s services.
Research indicates that trust serves as a mediator between CSR and loyalty (Kang & Hustvedt, 2014).
Trustworthy banks are more likely to retain customers and encourage positive word-of-mouth
recommendations.

2.11.2 Independent Variable: CSR Activities
CSR activities in banking encompass:
¢ Environmental Sustainability: Green banking initiatives, carbon footprint reduction, and eco-
friendly financial products.
e Social Development: Community engagement, financial literacy programs, and support for
underprivileged groups.
¢ Financial Inclusion: Affordable banking services for low-income individuals, microfinance
programs, and ethical investment.
Research by Louis et al. (2019) highlights that these CSR dimensions significantly influence customer
perceptions and decision-making processes.

2.12 Hypothesis Development
2.12.1 Hypotheses Formulation
Based on existing literature, the following hypotheses are proposed:
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2.12.1.1 CSR and Customer Trust

H1: CSR activities positively impact customer trust in the banking sector.

Several studies affirm this hypothesis. Research by Pratama (2014) found that customers who perceive
banks as socially responsible exhibit higher trust levels. Additionally, Kang and Hustvedt (2014)
suggest that CSR enhances perceived credibility and ethical standards.

2.12.1.2 Customer Trust as a Mediator

H2: Customer trust mediates the relationship between CSR and customer loyalty.

Empirical findings by Hassan et al. Chiguvi and Guruwo (2017) indicate that trust acts as a bridge
between CSR and loyalty. Customers who trust their banks due to CSR efforts are more likely to
develop long-term relationships and advocate for the brand.

This section reviewed the theoretical framework, literature on CSR’s impact on customer behavior, and
variable construction. It also proposed hypotheses based on empirical research. The next chapter will
detail the methodology used to test these hypotheses empirically.

3. Research Methodology

3.1 Research Design

The study employs a quantitative research design to analyze the relationship between CSR activities,
customer trust, and customer loyalty. Quantitative methods are suitable for identifying patterns,
correlations, and causality between variables, making them ideal for this study. A cross-sectional survey
approach is used, as it allows the collection of data from a large sample within a specific time frame.
The research follows a deductive approach, testing predefined hypotheses based on existing theories
such as Legitimacy Theory, Stakeholder Theory, and Social Exchange Theory. A structured
questionnaire is used to gather primary data from banking customers, ensuring measurable and objective
findings.

3.2 Population and Sampling

3.2.1 Target Population

The target population consists of banking customers in Bangladesh who engage with commercial banks
known for their CSR activities. These customers include individuals from diverse socio-economic
backgrounds, including urban and rural customers, to provide a holistic understanding of how CSR
affects trust and loyalty.

3.2.2 Sampling Frame

The sampling frame includes customers of five major commercial banks in Bangladesh that actively
engage in CSR initiatives. These banks were selected based on their annual CSR reports, published by
Bangladesh Bank and individual banks.

3.2.3 Sampling Technique

A stratified random sampling technique is used to ensure a representative sample of customers from
different demographics. The stratification criteria include age, income level, education, and geographic
location (urban vs. rural customers). Within each stratum, customers are randomly selected to
participate in the survey.

3.2.4 Sample Size

The study aims to collect responses from 300 banking customers across different regions in Bangladesh.
The sample size is determined Anik et al. (2020) formula for determining the appropriate sample size
for a given population. A larger sample ensures higher statistical power and generalizability of the
findings.
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3.3 Data Collection Methods

3.3.1 Primary Data Collection

Primary data is collected using a structured questionnaire, administered both online and through in-
person surveys. The questionnaire consists of closed-ended questions measured on a Likert scale (1-5),
capturing customers’ perceptions of CSR activities, trust, and loyalty.

3.3.2 Secondary Data Collection

Secondary data is gathered from bank CSR reports, Bangladesh Bank guidelines on CSR, industry
reports, and previous research studies on CSR and customer behavior in banking. These sources provide
additional context and validation for the primary data.

3.4 Questionnaire Design
The questionnaire is divided into five sections:
e Demographics: Includes age, gender, education, income, and banking experience.
o CSR Awareness: Measures customer awareness and perceptions of CSR initiatives by banks.
o Customer Trust: Assesses the impact of CSR on trust, focusing on transparency, ethical
practices, and reliability.
o Customer Loyalty: Evaluates the influence of CSR and trust on customer retention and
advocacy.
e Overall Perception: Includes open-ended questions to capture additional insights on CSR
effectiveness in banking.
The questionnaire is pre-tested with a pilot study involving 30 respondents to refine wording, ensure
clarity, and assess reliability.

3.5 Measurement of Variables

3.5.1 Independent Variable: CSR Activities

CSR activities are measured through customer perceptions of the following dimensions:
¢ Environmental Sustainability (e.g., green banking, carbon footprint reduction)
e Community Development (e.g., education programs, social welfare initiatives)
¢ Financial Inclusion (e.g., microfinance, affordable banking services)

3.5.2 Dependent Variables
e Customer Trust: Measured using indicators such as perceived integrity, reliability, and ethical
conduct of banks.
e Customer Loyalty: Evaluated through customer retention, likelihood of recommending the
bank, and continued service usage.

3.6 Data Analysis Techniques

3.6.1 Descriptive Statistics

Descriptive analysis is conducted to summarize demographic characteristics and general trends in CSR
perceptions, trust, and loyalty.

3.6.2 Correlation Analysis
Pearson correlation analysis is used to assess the strength and direction of relationships between CSR
activities, trust, and loyalty.

3.6.3 Regression Analysis
Multiple regression analysis is conducted to determine the predictive power of CSR activities on
customer trust and loyalty. The regression model is structured as follows:

e Model 1: CSR — Customer Trust

e Model 2: CSR — Customer Loyalty

e Model 3: CSR — Customer Trust — Customer Loyalty (Mediation Analysis)
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3.6.4 Reliability and Validity Tests
e Cronbach’s Alpha: Used to test the reliability of survey scales.
e Factor Analysis: Conducted to verify the construct validity of questionnaire items.

3.7 Ethical Considerations
To ensure ethical integrity, the following measures are taken:
o Informed Consent: Participants are informed about the study purpose and voluntarily
participate.
e Confidentiality: Personal data is anonymized to protect respondent privacy.
e Non-Coercion: Respondents are assured they can withdraw at any stage without repercussions.

4. Results and Discussion

4.1 Descriptive Statistics

4.2.1 Demographic Information

The study collected responses from 300 banking customers across different regions. Understanding the
demographic characteristics of respondents is crucial for analyzing customer perceptions of CSR
activities. The demographic profile of the respondents is summarized in the table below:

Table 1. Demographic Profile of Respondents

Demographic Variable Categories Frequency Percentage (%)
Gender Male 160 533
Female 140 46.7
18-25 80 26.7
26-35 110 36.7
Age Group 36-45 70 233
46+ 40 13.3
Undergraduate 90 30.0
Education Level Postgraduate 150 50.0
Others 60 20.0
<1 year 40 13.3
. . 1-3 years 120 40.0
Banking Experience 4.6 years 20 267
6+ years 60 20.0

Gender Distribution
The survey consisted of a near-even distribution of male and female respondents, with 53.3% male and
46.7% female respondents. The following pie chart illustrates the gender distribution:

Age Distribution

The highest percentage of respondents fell within the 26-35 age group (36.7%), followed by the 18-25
group (26.7%). The lower representation in older age groups (46+ years) suggests that younger
individuals may be more engaged with banking CSR initiatives.

Education Level

More than half of the respondents (50%) had completed postgraduate studies, suggesting that a higher
level of education may be associated with greater awareness of CSR initiatives. The education
distribution is shown in the diagram below:

Banking Experience

40% of respondents had between 1-3 years of banking experience, and 26.7% had between 4-6 years.
This suggests that a majority of respondents were familiar with banking services and could provide
informed opinions about CSR initiatives.
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4.1.2 Customer Perceptions of CSR Activities
Respondents were asked about their awareness and perception of CSR activities in their banks. The
results indicate that:
o 80% of respondents are aware of their bank’s CSR activities.
®  65% believe that their bank’s CSR initiatives positively contribute to society.
o 70% agree that CSR enhances their trust in the bank.
o 60% feel more loyal to banks that actively engage in CSR.
(Insert Stacked Bar Chart: CSR Awareness and Perceptions)

4.2 Correlation Analysis
Correlation analysis was conducted to examine the relationships between CSR activities, customer trust,

and customer loyalty. The Pearson correlation coefficients are summarized below:

Table 2. Correlation Matrix

Variables CSR Activities Customer Trust Customer Loyalty
CSR Activities 1.000 0.75%* 0.68%*
Customer Trust 0.75%* 1.000 0.82%*

Customer Loyalty 0.68** 0.82%* 1.000

Significance Level: p < 0.01

Findings from the correlation analysis indicate that:
e (SR activities have a strong positive correlation with customer trust (r = 0.75, p < 0.01).
o Customer trust has a strong positive correlation with customer loyalty (r = 0.82, p <0.01).
e CSR activities also positively correlate with customer loyalty (r = 0.68, p < 0.01), though the
relationship is slightly weaker compared to the trust-loyalty correlation.

4.3 Regression Analysis
Multiple regression analysis was conducted to examine the predictive power of CSR activities on
customer trust and loyalty. The regression models are presented below.

4.3.1 Model 1: CSR Activities — Customer Trust
Table 3. Regression Analysis (CSR — Trust)
Variable Beta Coefficient () t-value Sig. (p-value)
CSR Activities 0.75 12.43 0.000%*
R2=0.56,F =154.72, p<0.01

This model indicates that CSR activities significantly predict customer trust, explaining 56% of the
variance.

4.3.2 Model 2: CSR Activities — Customer Loyalty
Table 4. Regression Analysis (CSR — Loyalty)
Variable Beta Coefficient (p) t-value Sig. (p-value)
CSR Activities 0.68 10.21 0.000%*
R2=0.46,F =125.89, p <0.01
CSR activities also significantly predict customer loyalty, explaining 46% of the variance.

4.3.3 Model 3: Mediation Analysis (CSR — Trust — Loyalty)
A mediation analysis was conducted to test whether customer trust mediates the relationship between
CSR activities and customer loyalty.

Table 5. Mediation Analysis Results

Pathway Beta (B) Sig. (p-value)
CSR — Customer Trust 0.75 0.000**
Customer Trust — Loyalty 0.80 0.000**
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CSR — Loyalty (Direct) 0.32 0.003%*
CSR — Loyalty (Indirect) 0.60 0.000**

Findings suggest that customer trust significantly mediates the effect of CSR on loyalty. The direct
effect of CSR on loyalty reduces when trust is included in the model, confirming a partial mediation
effect.

5. Conclusion

5.1 Summary of Key Findings

The findings of this study indicate that CSR plays a crucial role in shaping customer trust and loyalty
in the banking sector. The descriptive analysis demonstrated that customers are increasingly aware of
CSR activities undertaken by their banks and perceive these initiatives as valuable contributions to
society.

5.1.1 Impact of CSR on Customer Trust

The study established a strong positive correlation (r = 0.75, p < 0.01) between CSR activities and
customer trust, confirming that banks engaging in CSR initiatives are more likely to be perceived as
credible and ethical institutions. Customers demonstrated higher trust in banks that actively participate
in CSR initiatives such as financial inclusion, environmental sustainability, and community
development programs.

5.1.2 Impact of CSR on Customer Loyalty

The results revealed that CSR activities positively influence customer loyalty (r = 0.68, p < 0.01),
although the correlation was slightly weaker compared to trust. This suggests that while CSR
contributes to loyalty, other factors such as service quality and financial benefits also play a role in
customer retention.

5.1.3 Mediating Role of Customer Trust

The mediation analysis confirmed that customer trust acts as a bridge between CSR and customer
loyalty. The direct effect of CSR on loyalty reduced when trust was included as a mediating factor,
demonstrating that trust is a key driver in ensuring CSR initiatives lead to long-term customer retention.

5.2 Theoretical Implications

The study contributes to the body of knowledge on CSR by validating the applicability of Legitimacy
Theory and Stakeholder Theory in the banking sector of Bangladesh. The findings confirm that CSR
enhances a bank’s legitimacy, aligning its operations with societal expectations. Furthermore, from the
perspective of Stakeholder Theory, the study highlights the importance of addressing customer concerns
through ethical and responsible banking practices.

5.3 Practical Implications for Banks
The findings offer several practical insights for banks seeking to strengthen customer relationships
through CSR initiatives:

o Enhancing Transparency in CSR Initiatives: Banks should communicate their CSR efforts
clearly through multiple channels, including social media, annual reports, and in-branch
information.

e Prioritizing Customer-Centric CSR Activities: Programs that directly impact customers,
such as financial literacy programs and community-based banking, should be prioritized.

o Integrating CSR with Customer Engagement Strategies: CSR should not be treated as a
separate function but rather integrated into the bank’s overall customer relationship
management strategy.

e Strengthening Ethical and Environmental Practices: Banks should focus on green banking
initiatives and responsible investment practices to meet increasing customer expectations on
sustainability.

e Personalizing CSR Initiatives: Understanding customer demographics and preferences will
help tailor CSR activities that resonate more with different customer segments.
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5.4 Recommendations for Policymakers
Regulatory bodies such as Bangladesh Bank can take several measures to enhance the role of CSR in
banking:

e Developing Standardized CSR Guidelines: Clear regulations on CSR disclosures will ensure
transparency and accountability among banks.

e Encouraging Public-Private Partnerships: Collaboration between banks and government
agencies can amplify the impact of CSR initiatives in financial inclusion and social welfare
programs.

e Incentivizing Sustainable Banking: Providing financial incentives, such as tax breaks, for
banks that implement effective CSR strategies.

e Monitoring and Evaluating CSR Performance: Establishing mechanisms to assess the long-
term impact of CSR activities on banking and customer trust.

5.5 Limitations of the Study
While this study provides valuable insights, certain limitations must be acknowledged:
o Sample Size and Geographic Coverage: The study was limited to 300 respondents, which
may not fully represent the entire customer base of Bangladeshi banks.
o Self-Reported Data: The reliance on customer perceptions may introduce biases, as
respondents may overestimate or underestimate the impact of CSR initiatives.
o Cross-Sectional Approach: The study captured customer attitudes at a single point in time
rather than observing changes over a longer period.
o Influence of External Factors: Other factors, such as economic conditions and technological
advancements, may also impact customer trust and loyalty but were not considered in this study.

5.6 Future Research Directions
Future research can build upon this study by:
e Expanding the Sample Size: Including a larger and more diverse sample of customers across
different regions of Bangladesh.
e Using Longitudinal Studies: Examining how CSR perceptions evolve over time and how they
impact customer behavior in the long run.
o Exploring CSR’s Impact on Digital Banking: Investigating how CSR influences trust and
loyalty in the growing sector of digital and mobile banking services.
e Comparative Studies: Comparing the impact of CSR on banking customers in different
countries to identify regional and cultural variations.
e Analyzing the Role of CSR Communication: Examining the effectiveness of different
communication channels in conveying CSR efforts to customers.
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