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ABSTRACT
The study examined the mediating role of service quality and customer
satisfaction on the connection between corporate social responsibility (CSR)
and customer loyalty of all commercial banks in some selected townships in
the Accra Metropolis of Ghana. The study was guided by explanatory research
design, quantitative in nature with a questionnaire as its main data gathering
instrument. Data gathered was analyzed using partial least square estimation.
Primary data were collected from 1,200 customers of the commercial banks in
some selected townships in the Accra Metropolis. The major finding of the
study was that banks who undertook CSR practices were better positioned to
offer better quality service and also tend to satisfy customers well which then
translates into greater customer loyalty. Therefore, it was well recommended
that management of commercial banks should improve upon their CSR
practices in order to maintain their customers. Again, the managers in these
commercial banks should note that in order for them to attract and keep
customers, improving service quality and customer satisfaction should be a
major goal they should thrive to achieve. Thus, the study contributes to our
understanding of the means through which CSR contribute to customer loyalty

of banks within a developing country context.
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CHAPTER ONE
INTRODUCTION

Along with the increasing attention paid to the growing competition in
the corporate environment is also the need for companies to focus more on
strategies to build and protect loyal customers by providing quality products
and services (Liu, Guo & Lee, 2011; Mohammed, Rashid & Tahir, 2017) and
improved customer satisfaction (Shafei, Tabaa & Tabaa, 2016). Given the
orientation to this postulation, the idea of corporate social responsibility (CSR)
has been itemized as an effective tool by several firms to attain this feat (Luo
& Bhattacharya, 2006; Huang, Cheng & Chen, 2017; Barkemeyer & Miklian,
2019).

CSR has been documented as an essential means for blending social,
environmental, financial concerns of firms and managing stakeholder ethically
(Hopkins, 2003; Branco & Rodriguez, 2006). Some scholars (Berens, Van
Riel & Van Bruggen, 2005; Ki & Kim, 2010; Mandhachitara & Poolthong,
2011) have advanced that CSR engagement by companies such as banks may
naturally inspire them to deliver better quality service and satisfy customers
which could result into loyal customers. The concept of customer loyalty has
been perceived by (Cronin & Taylor, 1992; Srinath, 2016; Angelova & Zekiri,
2011; Halim & Hermawan, 2017) as the combination of quality service and
customer satisfaction that helps firms to remain competitive, build and protect

customer loyalty.

Background to the Study
Today’s business environment is progressively made up of increasing

global competition and speedy changes resulting into growing standards of
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reliability, performance and quality. However, success in such a competitive
business environment requires firms to constantly provide and improve their
service quality and respect for the society. Again, increasing competitiveness
demands that companies should offer innovate products and services to entice
both potential and existing customers (Alafeshat & Alola, 2018; Joudeh &
Dandis, 2018). Similarly, some researchers in the consumer behaviour domain
have suggested that more importance should be placed on satisfying customers
in order to earn their loyalty (Palmatier, Dant, Grewal & Evans, 2006; Jin, Lee
& Huffman, 2012; Yadav & Rai, 2015).

In addition, socially responsible companies also need to develop a
responsible attitude, not only for themselves, but for the various stakeholders
groups such as customers. To attain this feat, CSR has emerged as an effective
tool for making companies become part of the society and being responsible to
the society for their actions. It has been advanced by some scholars (Kim,
2011; Kitora & Okuda, 2017) that companies with strong orientations toward
the disclosure of CSR activities are capable of building and maintaining
enduring association with stakeholders such as customers and able to succeed
in unstable business environment through maintaining lasting relationships (de
Madariaga & Valor, 2007; Gonzélez & Vilela, 2016; Rivera, Bigne & Curras-
Perez, 2016) and benefit from the economic aspect of CSR initiatives due to
the positive link between profit motivation and stakeholder needs (Hamidu,
Haron & Amran, 2018).

The CSR concept is explained as the obligations of companies to the
society and other stakeholders who influence corporate policies and practices

(Khanifar, Nazari & Soltani, 2012). CSR policies include a company’s actions
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about its stakeholders (Sen & Bhattacharya, 2001; Branco & Rodrigues, 2006;
Stuebs & Sun, 2015; Usman & Amran, 2015). loannou and Serafeim (2015)
argued that it is good for socially responsible organizations to integrate the
benefits and anticipations of different stakeholders in their business concerns.
CSR in the Ghanaian context is seen as building endurable living conditions,
valuing ethnic dissimilarities and creating business opportunities for workers
and society as a whole (Amponsah-Tawiah & Dartey-Baah, 2011).

Atuguba and Dowuona-Hammond (2006) have acknowledged that the
government of Ghana is committed to investing in the private sector to serve
as the engine of growth because of the believe that, CSR practices of these
companies have become key drivers of national development. Contrary to the
assertion of Atuguba and Dowuona-Hammond (2006), Abugre (2014) noted
that the administrative functioning of CSR engagement is unproductive in the
nation. He however, attributed the challenges relating to proper CSR execution
to weak leadership, absence of effective initiatives and lack of funds assigned
for CSR activities.

Despite the fact that the European Commission’s Green Paper (2001)
perceive CSR as charitable business actions that allow firms to address social
and environmental concerns to improve the well-being of their stakeholders,
Ansong (2017) argued that in the context of an emerging nation, like Ghana,
where it is extremely difficult to ensure legal compliance, firms such as banks
that comply with rules and regulations should be perceived as being socially
responsible. It has been established that banks have moved from satisfying

customers to making them loyal and it is evident that CSR has been used as an
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effective tool to persuade customers’ loyalty (Sen, Bhattacharya & Korschun,
2006; Huang, Cheng & Chen, 2017).

From the Ghanaian banking perspective, banks engage in an extensive
socially responsible events ranging from the construction of new schools to
the awarding of scholarships to brilliant but needy students. For instance,
Ecobank Ghana Ltd donated items valued at approximately $64,000 to twenty-
five schools across the country (Ecobank Ghana Ltd, 2013). Besides, Fidelity
Bank Ghana Ltd supported women in cancer treatments in response to the
health of women (Fidelity Bank Ghana Ltd, 2011; Alomenu, Effah & Kutu-
Adu, 2015; Hinson, Renner & van Zyl, 2016). Also, Ghana Commercial bank
embarked on an extensive range of CSR activities ranging from restoration of
the Korle — Bu teaching hospital accident and orthopaedic units and the
funding of some 23 exceptional medical students in the country (GCB Bank,
2018).

Ansah (2013) and Mensah (2015) affirmed that banks have engaged in
several CSR strategies including assisting individuals suffering from poverty
specifically, in the health, education, agriculture and entertainment sectors. It
has been well argued that since banks conduct their business activities in the
society, their CSR actvities should be done in ways that will improve their
well-being (Balmer, Powell & Greyser, 2011). The social contract theory
holds that companies establish a common agreements with the society and
customers through the delivery of their social goods and services.

Hence, banks by their existence are regarded as going into an implicit
understanding that compel them to address the welfares of such stakeholders

when settling on their business goals (Andreasen & Drumwright, 2001,
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Deegan & Unerman, 2011). Also, Freeman’s stakeholder theory insists that
companies ought to take into account the effects of their actions on customers
(Freeman, 1984). From the social contract theory and stakeholder theory’s
perspective, the goal of firms CSR policies depends on building and sustaining
an enduring nexus with stakeholders (Bhattacharya, Korschun & Sen, 2009).

This positive nexus built may encourage customers to be committed to
companies and their products and services through customer loyalty (Maignan
& Ferrell, 2004; Sen, Bhattacharya & Korschun, 2006; Lemon & Verhoef,
2016; Homburg, Jozi & Kuehnl, 2017; Hashem & Ali, 2019). Ladhari and
Morales (2011) clarified customer loyalty as consumers’ rehashed support for
a specific bank over an extensive stretch. According to Pasha and Waleed
(2016), enhancing the loyalty of customers is recognized as an important
factor in the banking context due to the growing competition among banks for
customers.

Some researchers (Singh, Singh & Vij, 2017; Hashem & Ali, 2019) are
with the opinion that having loyal customers enable firms such as banks to
increase their market share and outperform their competitors. Based on this
orientation, Irshad, Rahim and Khan (2017) and Nyarku, Kusi, Domfeh, Ofori,
Koomson and Owusu (2018) have concentrated more on the appropriate
strategy that could determine loyal customers in the banking context. In this
sense, Barkemeyer and Miklian 2019) have discoursed that it is crucial for
companies to formulate policies and strategies including CSR actions to build
and maintain loyal customers.

Given this argument, several financial institutions are investing heavily

in proper CSR activities (Marin & Ruiz, 2009) through socially responsible
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banking (Scholtens, 2009; Narteh & Kuada, 2014; Alomenu, Effah & Kutu-
Adu, 2015; Eklof, Podkorytova, & Malova, 2018) to build loyal customers
(Bhattachraya & Sen, 2004; McDonald & Lai, 2011; Martinez & Rodriguez
del Bosque, 2013; Moisescu, 2017; Hashem & Ali, 2019). The social identity
theory (Stanaland, 2011) maintains that customers tend to associate with firms
with enhanced image. Stanaland (2011) noted that, this positive recognition is
believed to result into loyal customers.

It has been emphasized that consumers who identify with a firm with
an enhanced reputation become committed to such company through repeat
patronage of their product and service (Homburg, Jozi¢ & Kuehnl, 2017).
Griffin (2002) mentioned that building customer loyalty means that, socially
responsible companies should focus on providing quality service and show
that, they are more concerned about all key stakeholders such consumers.
Arguably, socially responsible companies tend to provide excellent service
quality which may lead to customer loyalty (Ehigie, 2006).

It has been advanced that service quality offered by service firms as
part of their CSR initiatives leads to customer loyalty (Cristobal, Flavian &
Guinaliu, 2007). According to the perceived value theory, customers derive
gratification from their assessment of multiple values linked to quality product
and service as well as banks involved in good causes that provide functional,
emotional and social values to them. The perceived value theory explained
that the process of implementing CSR policies makes consumers satisfied
which, in turn, lead to their loyalty (Sen & Bhattacharya, 2001; Green &

Peloza, 2011).
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Establishing on the perceived value theory, socially responsible firms
such as banks tend to make customers loyal to their services by meeting their
needs (Bhattacharya & Sen, 2004; Joudeh & Dandis, 2018). This means that
as banks deliver better quality service to meet their customers’ expectations,
they are more likely to increase such customers’ loyalty (Choi & La, 2013).
Empirically, Mandhachitara and Poolthong (2011) have evidenced that CSR
activities have a positive association with loyal customers. Thus, firms that
have successfully marketed their CSR policies have benefited enormously
with increased loyalty (Peloza & Shang, 2011; Choi & La, 2013).

Given the opinion that banks that engage in CSR practices tend to
render quality service (Lee, 2018; Rather & Hollebeek, 2019) and that service
quality has the tendency for building customer loyalty (Hasiri & Afghanpour,
2016; Alafeshat & Alola, 2018; Joudeh & Dandis, 2018), it is rationally
anticipated that the association with respect to CSR and loyal customers is
more likely to be mediated by service quality (Du, Bhattacharya & Sen, 2007;
Mandhachitara & Poolthong, 2011). The expectancy disconfirmation theory
also holds that satisfaction of customers is ascertained based on the degree of
disconfirmation of customer’s first expectations (Premkumar & Bhattacherjee,
2008).

The expectancy disconfirmation theory explained further that customer
satisfaction is not only the outcome of the objective performance of a
company’s service quality but rather depends on the past performance
expectation of that service. Building on this theory, it was well argued that
better CSR practice may lead to customer satisfaction (Bhattacharya & Sen

2003), which in turn, may result into customer loyalty (Choi & La, 2013).
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Thus, Bhattacharya and Sen (2004) and Luo and Bhattacharya (2006) posit
that socially responsible firms tend to make customers loyal to their products
and services by satisfying their requirements and expectations.

This suggests that as socially responsible firms offer products and
services to meet customers’ expectations, the firm is more likely to increase
their satisfaction in their products and services (Luo & Bhattacharya, 2006),
which could finally result into loyal customers (Choi & La, 2013). Thus,
customer satisfaction mediates the connection between CSR activities and
customer loyalty (Luo & Bhattacharya, 2006; Lee & Heo, 2009; Walsh &
Bartikowski, 2013; Saeidi, Sofian, Saeidi & Saaeidi, 2015; Chung, Yu, Choi
& Shin, 2015).

Conversely, abusive CSR practices by companies may lead to poor
quality service as well as low satisfaction of customers may adversely affect
loyal customer. It is against this arguments, this study examined the mediating
roles of service quality and customer satisfaction in the connection between

CSR and customer loyalty.

Problem Statement

The survival and continued existence of a company in the competitive
business setting is dependent on establishing and keeping loyal customers.
Rehman (2012) argued that building loyal customers has become significant to
many companies. Based on this, companies including banks have moved from
satisfying customers to making them loyal and it is evident that CSR has been
used as an effective tool in this regard to persuade customers towards loyalty
(Sen, Bhattacharya & Korschun, 2006). Commercial banks in Ghana are noted

for the role they play in economic development through their CSR practices.
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For example, Ecobank Ghana Limited donated items valued at
approximately $64,000 to twenty-five schools across the nation in the year
2013 (Ecobank Ghana Ltd, 2013). As indicated by Tian, Wang and Yang
(2011), the motive behind bank’s engagement in CSR activities is the potential
returns that they can gain in the event that, they are considered as being
socially capable. Hinson, Mohammed and Mensah (2006) and Narteh and
Kuada (2014) have also opined that banks in Ghana take part in socially
responsible activities to satisfy and earn customers loyalty.

As CSR is society-focused, customer loyalty is also company-focused.
Hence, the basic question that connects these two concepts together is whether
CSR leads to customer loyalty, and if so, by what means? Although, many
investigations have been carried out to determine the link with respect to CSR
and customer loyalty (Peloza & Shang, 2011; Chang & Lee, 2017; Lu, Liu &
Rahman, 2017; Moisescu, 2017) their results are rather inconclusive. For
instance, Moisescu (2017) analyzed the effects of consumers’ impression of
banking firms CSR engagement on loyal customers and indicated that, being
loyal to banking firms is considerably influenced by how consumers consider
their provider’s socially responsible actions.

In contrast, some authors (Smith, 2003; Peloza & Shang, 2011) have
submitted that CSR negatively impacts on customer loyalty when customers
are doubtful of a firm’s CSR actions only as profit-driven. Also, Carroll and
Shabana (2010) blame the contradictory findings regarding CSR and customer
loyalty on the avoidance of the intervening roles of some essential variables in
prior investigation. Within the stakeholder theory’s viewpoint (Freeman,

1984), it can be agreed that, the CSR actions of banks are usually connected to
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their attempt at improving their relationship with key stakeholders such as
customers.

Hence, this intention may induce socially responsible banks to offer
improved quality service (Mandhachitara & Poolthong, 2011) and also device
better ways to satisfy their customers (Cameran, Moizer & Pettiniccbio, 2010),
which may translate into loyal customers (Martinez & Rodriguez del Bosque,
2013). Thus, CSR activities could affect customer loyalty through the
mediating mechanisms of service quality (Mandhachitara & Poolthong, 2011)
and customer satisfaction (Luo & Bhattacharya, 2006; Chung, Yu, Choi &
Shin, 2015). Arguably, companies with higher commitments towards quality
service and satisfaction of customers are likely to be more responsive to their
CSR actions. This, in turn, may lead to loyal customers. Conversely, firms
with lower commitments regarding their service quality and customer
satisfaction may be unconcerned about their social performance. This will
negatively influence the extent to which their customers will become loyal.

Further, while prior researches studied the link regarding CSR practice
and customer loyalty (Peloza & Shang, 2011; Liu, Guo & Lee, 2011; Lee,
Park, Rapert & Newman, 2012), none of these studies utilized PLS-SEM as a
research tool to test the nexus between the two concepts. Structural equation
modeling technique (PLS-SEM), unlike the other analytical tools, helps
confirm the correspondence of data and relations in the theoretical model
(Karag6z, 2016). By this, it can be advanced that PLS-SEM is more applicable
for testing hypotheses than different methods. The researcher however, argued
that contradictory results in the nexus as regards CSR and customer loyalty

may stem from the neglect of the use of more advanced analytical tools.

10
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In addition, Fatma and Rahman (2016) opined that while there may be
many investigations (Salman, Noor, Salman & Hafeez, 2018; Moisescu, 2017;
Kim & Kim, 2016) on CSR in advanced economies comparative to emerging
economies, the importance of CSR is more prominent in emerging economies
like Ghana, which is made up of a weak institutional environment, arbitrary
use of laws, corruption and uncertainties connected to ownership to guarantee
sufficient delivery of social services and goods. As a result, the advancement
of CSR in the context of Ghana has become major and subject of interest for
some researchers (Agyemang & Ansong, 2016; Agyemang & Ansong, 2017;
Ansong, 2017).

Fundamentally, the banking sector is under extra pressure to integrate
CSR policies into their objectives to meet stakeholders’ requests since CSR is
seen in the banking sector as a vital conduit for developing and maintaining
loyal customers (Atuguba & Dowuona-Hammond, 2006; Ecobank Ghana Ltd,

2013; Abugre, 2014; Narteh & Kuada, 2014).

Purpose of the Study
The purpose of the study was to assess the mediating role of service
quality and customer satisfaction in the connection between corporate social
responsibility and customer loyalty of all commercial banks in some selected

townships in the Accra Metropolis of Ghana.

Research Objectives
The study was guided by the following objectives. These are to:

1. examine the effects of CSR on customer loyalty.

11
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2. assess the role of service quality in mediating the relationship between
CSR and customer loyalty in the banking industry of Ghana.
3. assess the role of customer satisfaction in mediating the relationship

between CSR and customer loyalty in the banking industry of Ghana.

Hypotheses
The following seven hypotheses were generated based on the study

objective:

Hi: There is a significant positive relationship between CSR and customer
loyalty.

H>: There is a significant positive relationship between CSR and service
quality.

Haz: Service quality is positively linked to customer loyalty.

Has: Service quality mediates the relationship between CSR and customer
loyalty.

Hs: There is a significant positive relationship between CSR and customer
satisfaction.

He: Customer satisfaction is positively related to customer loyalty.

H7: Customer satisfaction mediates the relationship between CSR and

customer loyalty.

12
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Significance of the Study

This investigation seeks to assess the nuances in the connection
regarding CSR and customer loyalty of all commercial banks in some selected
township in the Accra metropolis of Ghana by testing the intervening roles of
service quality and customer satisfaction. Given this, the proposed study
intend to contribute in the following means: First and foremost, the result of
this investigation will add to the existing CSR related literature by bridging
knowledge gaps which have attracted many scholarly debates over the years.
For instance, past investigations explored CSR and customer loyalty linkage in
constrained systems where the concepts were abstracted with attention on
environmental concern and societal growth.

The introduction of individual specific mediators consisting of service
quality and customer satisfaction between CSR and customer loyalty in this
study will provide some important insights that can seal the theoretical
blankness in CSR works. Secondly, the findings of this study would benefit
commercial banks to engage in meaningful expenditure of their workers in the
part of CSR events. Furthermore, commercial banks will benefit from the
study findings in formulating policies and providing quality services to fulfil
their customer’s expectations.

Finally, the result of this study will be useful for socially responsible
companies to formulate and implement CSR policies on service quality with
social attributes. The result will assist firms to know whether it is worthwhile

in terms of customer loyalty and sales performance to invest in CSR activities.

13
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Delimitation
The population of this study included customers of all the commercial
banks in the Accra metropolis specifically, UPSA, Madina, Legon and Adenta

branch.

Limitation

The results presented ought to be taken with certain contemplation of
the subsequent limitations. Mainly, the limitation of this study was in relation
to the large sample size utilized. Even though, this investigation contributes to
our understanding of the transmission mechanisms of improved service quality
and customer satisfaction to bank’s loyal customers, it basically needs to be
regarded as the first findings till other research reproduce that with tests from
a wider scope of corporations. Moreover, the collection of data was through
questionnaires due to its quantitative nature. In this sense, some respondents
felt they were too busy and reluctant in responding to the instrument. Further,

some respondents stated that the questions were difficult to understand.

Organization of the Study

The study was organized into five chapters. Chapter one is made up of
the introduction of the study, background, problem statement, objectives of the
study, hypotheses, significance of the study, delimitation, limitation and
organization of the study. Chapter two featured the literature review, which
makes critical analysis of information about the proposed topic of research
that has been done by authorities and academics. Chapter three looked at the

study design and methods employed in the study. Chapter four contained the

14
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presentation of study results and discussions. Lastly, chapter five summarized

the main findings, conclusion and recommendations of the study.

Definitions of Terms

Corporate social responsibility: The CSR concept is considered as voluntary
business activities that enable business organizations to address social and
environmental concerns to improve the well-being of their stakeholders.
Customer loyalty: It is explained as a profoundly held promise to repurchase
favoured items considering the situational impacts and marketing endeavours
having the possibility to change behaviour.

Customer satisfaction: Satisfaction of customers is also viewed as their total
assessment of the experience of buying and consuming a product over time.
Customer: An individual who pays something to consume goods and service
produced.

Service quality: It denotes general impression customers’ holds concerning

business organizations.
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CHAPTER TWO

LITERATURE REVIEW

Introduction

This chapter reviews literature on the mediating roles of service quality
and customer satisfaction in the nexus regarding CSR and customer loyalty. It
presents theoretical, conceptual and empirical reviews of the study. It also
examined control variables including value perceived, trust perceived and the
image of corporates on loyal customers. The final section presented on the

conceptual framework development for the study.

Theoretical Review
Two theories including stakeholder theory and social identity theory as
well as Carroll’s pyramid of CSR have been reviewed in this section. The

following describe details of each theory and their implications on the study.

Stakeholder Theory

Stakeholder theory relates to the standards and activities management
of companies use to address the social and environmental concerns of their
stakeholders (Freeman, 1984). From the stakeholder theory’s point of view,
organizations corporate social responsibility (CSR) is made up of concurrent
management of various stakeholders (Freeman, 1984). Freeman (1984) opined
that engagement in CSR events can help corporations lessen the possibility of
negative regulatory, legislative and the fiscal actions. The stakeholder theory
further holds that companies’ duties should extend beyond shareholders to
include the customers and other stakeholders that determine their survival and
success of a company (Freeman, 1984).
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Stakeholders according to Freeman (1984), is made up of recognized
individuals who are keen on a firm’s business engagements. Freeman (1984)
also pointed out that because company’s deals with various stakeholders, they
should proactively respond to their needs as such. This is because companies
that carefully consider the wellbeing of their customers and other stakeholders
through the implementation of CSR initiatives and strategies are more likely to
stay in business for long period of time (Freeman, 1984; Maignan & Farrell,

2004; Freeman, Harrison & Wicks, 2009).

Implication of the Stakeholder Theory to the Study

It can be deduced from the stakeholder theory that the management of
companies should be interested in addressing the concerns of key stakeholders
of an organization. Precisely, the instrumental argument for embarking on
CSR investments is supported given that these activities brings about benefits
such as loyal customers. According to Miller and Merrilees (2013), customers
are the main concern for many socially responsible companies because, being
profit generating entities, customer satisfaction and strong relationships are
vital for its sustainability. Furthermore, customers support socially responsible
firms with every purchase they make and each purchase shows the company
what products and services to invest in further.

Besides the above importance, customers have more knowledge about
socially responsible products therefore, advance companies reputation and
evaluate the practices of the companies (Ferrell, 2004). The theory argues that
the importance of customers cannot be ignored hence, the need for socially
responsible firms to implement good business practices via CSR initiatives.
Further, the theory maintains that companies should engage in proper
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execution of CSR policies in ways that can lead to positive relationship with

its customers (Bhattacharya & Sen, 2004; Maignan & Ferrell, 2004).

Social Identity Theory

Social identity theory holds the view that people tend to associate with
firms with enhanced image (Stanaland, 2011). According to this theory,
societal proof of identity allows customers to arrange themselves into diverse
collective association of orientation to strengthen their loyalty towards such
groups (Hogg & Terry, 2000). The social identity theory maintains that a
customer’s self-expression is linked with its relationships with companies and
its products or services (Rather & Hollebeek, 2019). The theory stipulates that
customers from their sense of identification with a company influence their
attitudes towards that company and its product or service.

For instance, customers tend to prefer products of companies that they
identify with and want to identify with the companies that are perceived to
contribute to society (Dutton, Dukerich, & Harquail, 1994). Bhattacharya, Rao
and Glynn (1995) opined that the sense of customers’ identification facilitates

repeat purchases and that frequent contact can foster its formation.

Implication of the Social Identity Theory to the Study

According to social identity theory, customers may define themselves
partly in terms of salient group. Customers perceive positive self-concept once
they belong to a particular company highly involved in CSR activities as a
corporate citizen. This experience may then lead to an increase in customers
purchasing intention. Customers remain loyal to corporates engaged in CSR

initiative because they want to be identified with firms itemized as socially
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mindful. One implication of identifying with a particular company is that the
closer customer become toward such socially responsible firm, the more likely

the customer will increase his or her purchasing intention.

Carroll’s Pyramid of CSR

CSR constructs advocated by Carroll’s (1999) are the most generally
utilized framework for explaining CSR activities (Crane & Maten, 2004,
Jamali, 2008). It has been well advanced that the responsibilities of corporate
entities to society are namely, economic, legal, ethical and philanthropic. The
economic responsibility as per Carroll (1999) forms the groundwork of the
constructs. He further explained both legal and ethical responsibilities as the
next constructs. The last level includes philanthropic responsibility which is
the highest level of all the responsibilities. The following describe details of

each responsibility.

Economic Responsibilities

The economic responsibility guarantees the returns on investments to
shareholders, job creation and fair compensation for employees and business
development (Mohtsham Saeed & Arshad, 2012). Carroll’s (1991) economic
responsibility stipulates that it is the main duty of companies to make goods
and services available to meet the needs of customers as well as the society.
Hence, to attain this feat, firms have the duty to supply the public with goods
and services they want at affordable prices. Also, companies are economically
responsible for themselves. Thus, making a profit so that they can continue to
produce goods and services available for their customers they conduct their

business operations with (Carroll, 1991).
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Legal Responsibilities

According to Carroll (1991), companies are usually expected to act by
the rules entrenched as the basic principles. Conchius (2006) presented that the
legal obligation of business organizations incorporates respecting laws relating
to goods and services and consumers. It has been stated that when companies
observe, act and follows the local laws that govern their businesses, it sends

indications to its customers that it fulfils the local regulations.

Ethical Responsibilities

According to Virvilaite and Daubaraite (2011), ethical responsibilities
mean doing business morally. Carroll (1991) opined that ethical responsibility
of companies denotes the values various stakeholders see as reasonable. Thus,

business organizations should behave in manners viewed as being reasonable.

Philanthropic Responsibilities

In this context, companies willingly devote their employee’s working
hours and resources to provide for societies and improving the world around
them. According Carroll (1991), the philanthropic responsibility of companies
requires them to contribute in monetary terms and other resource to provide
for society as a whole. Carroll’s (1991) philanthropic activities include firms
constructing new schools and awarding of scholarships to brilliant but needy

students among others.

Implication of the Carroll’s Pyramid of CSR to the Study
Carroll’s (1991) four CSR constructs contribute to our understanding
of companies’ commitments towards society and customers. Thus, firms need

to get good returns, comply with the regulations in relation to their operations
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and make goods and services available to the society. He explained that all the
different business duties of a company depend on the economic obligation of
the firm because without it, the other obligations cannot be satisfied. Carroll
mentioned that as part of the accomplishment of the implicit agreement among
companies and stakeholders, corporations should rely upon the legal system in

the fulfilment of their economic responsibility.

Conceptual Review

Corporate Social Responsibility (CSR)

Although, the CSR construct has developed over years in the business
related literature, many researchers have different perspective in terms of the
concept and its definition (Carroll, 1991; Brown, 2012; Hanzaee & Rahpeima,
2013; Waddington, 2013). The attempt to define the concept of CSR resulted
in unsatisfying outcome. However, the most primary and distinctive definition
attributed to CSR stems from the scholarly work of (Bowen, 1953). Bowen
(1953) explained CSR as the commitments of business people to pursue those
strategies and actions that conform to the standards and norms of the society.

Furthermore, Brown and Dacin (1997) have described the construct as
business organizations engaging in socially responsible actions to improve the
welfare of stakeholders. Similarly, Carroll (1991) discussed CSR to include
companies responsible activities related to their economic, legal, moral and
discretionary obligations. Besides, CSR is characterised as voluntary business
activities that enable firms to address social and environmental concerns to
improve the well-being of their stakeholders (European Commission's Green

Paper, 2001).
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The definition of CSR provided by the European Commission’s Green
Paper (2001) will be utilized as the operational foundation for extra discussion
in this study. The reason is that, this definition fits the study as it combines
social, economic and environmental concerns of stakeholders. It also includes
impression that business firms have obligations towards societies beyond their
economic obligations. The CSR ideas can actually be traced back to the 1950s
when companies and academic scholars began researching into the concept to
examine the nexus between businesses and societies (Carroll, 1999).

Despite its conceptual development and theoretical foundation dating
back in the 1950s, CSR has gained massive popularity in 1990 (Carroll, 1999).
The notions of CSR can be viewed as western phenomenon because these
developed countries have a strong institutional environment where regulation
is very effective and fair. It has been established that CSR and its effective
implementation are excellent for developing countries and growing economies
like Ghana, made up of a weak institutional environment characterized with
arbitrary use of the law, bureaucratic contradictions and uncertainties linked to
ownership and corruption (Jamali & Mirshak, 2007; Kuznetsov, Kuznetsov
2009).

In Ghana, there are no adequate documents and information on CSR
activities. Nonetheless, there are documented policies, laws and practices that
serve as guidelines for CSR actions in the nation. According to Atuguba and
Dowuona-Hammond (2006), government policies such as Ghana’s land policy
documents have direct effects on CSR practice. Ofori (2008) tends to affirm
that regulation documents relating to CSR practices are unavailable in Ghana,

but procedures are in place to check CSR practices in the nation. Even though,
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societies and customers are concerned about the abusive business practices of
companies, these companies are likewise, worried about the moral handling of
these stakeholders (Freeman, 1984).

Despite the various cost effects faced by the management of socially
responsible firms trying to reconcile their economic interests of shareholders
and other stakeholders, several top leaders of such firms are motivated by the
benefits accrued from executing socially responsible activities (McPeak &
Tooley, 2008). However, it was well contended that the principal obligation of
companies relate to maximizing their business benefits (Freidman, 1970). He
further advanced that it is the duty of government to handle externalities and
provide public goods. Utting (2003) submitted that if a company presents itself
as a social agent and avoid abusive business practices, it is possible to develop
stronger, strengthen its reputational capital and gain competitive advantage.

Pedersen and Neergaard (2009) presented that several reasons account
for a company’s engagement in socially responsible behaviour. To begin with,
companies such as banks engaging in socially responsible actions can improve
their relationships with different stakeholders such as customers and societies.
They also presented that CSR increase operational efficiency and reduce costs

incurred by firms.

Customer Loyalty

Chaffey (2008) described the customer loyalty construct as customers’
consistent engagement with a particular business organization. Also, Pérez et
al. (2013) have also explained customer loyalty as the fundamental objective
for any company as the customers are the most valued stakeholders to them.
Some proponents (Ganiyu, Uche & Elizabeth, 2012) have described customer
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loyalty as a great strategic area and crucial organizational target for continuous
improvement (Homburg, Jozi & Kuehnl, 2015; Lemon & Verhoef, 2016) from
which firms can succeed in establishing a long term and mutual relations with
their customers (Kim & Kim, 2016).

It has been advanced that firms are constantly trying to accomplish
substantial satisfaction of consumers that represent a precondition for building
and increasing loyal customers (Pérez & Del Bosque, 2015; Shafei & Tabaa,
2016). Different stream of studies (Talpau & Boscor, 2011; Pan, Sheng & Xie,
2012; Kwon, Englis & Mann, 2016; Lemon & Verhoef, 2016) asserts that
customer loyalty can be achieved when companies anticipate and respond to
their customers’ expectations. Han (2011) has suggested that it is required for
corporate bodies to focus on growing and retaining customers.

Acquiring new consumers is more costly than holding existing ones
(Chen, 2014). Hence, building solid relationships with customers is imperative
for the success of firms (Han, 2011). As consumers are linked to their banks,
the banks stand the chance to survive in the competitive banking environment
(Gerpott, Rams & Schindler, 2001). Customer loyalty is divided into three
diverse groups. These include behavioural loyalty (McColl-Kennedy & Coote,
2007), attitudinal loyalty (Bennett & Rundle-Thiele, 2002; Buttle, 2009) as
well as cognitive loyalty (Ehsan, Warraich & Sehribanoglu, 2016).

McColl-Kennedy and Coote (2007) have defined behavioral loyalty as
repurchase intention. Schiffman and Kanuk (2010) also stated that behavioural
loyalty approaches relates to recognizable, behaviours concerning a product or
service such as repeat purchase, quantity purchased and frequency. Attitudinal

loyalty is explained by Izogo (2016) as a feeling of assurance by customers to
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continue patronizing service companies and recommending it to other people.
Attitudinal loyalty according to Mandhachitara and Poolthong (2011), consist
of dimensions involving guarantees from consumers, giving information about
the services to friends and family. Caruana (2002) also viewed cognitive

loyalty as a customers’ assessment of services and products before buying.

Service Quality

Baron and Hilton (2009) assess service quality concept as the distinct
explored area in service management. Lovelock and Wirtz (2011) documented
that firm’s low quality service place them at a disadvantage to rivals hence, the
reason behind the tremendous enthusiasm in the concept. In this regard, Auka
(2013) pointed out that service companies have realized that, providing high
quality service is very essential for their continued operation and survival.
Besides, Karatepe (2016) asserts that providing high quality service is one of
the crucial means through which firms can implement to gain competitive
advantage.

Karim and Rahman (2011) have explained the service quality concept
as the general perception persons holds concerning a particular service firms’
product and service. In addition, Shukor and Abdullah (2014) defined service
quality as a dynamic concept incorporating many service encounters. Abdulla
(2006) sees the concept as a strategy for business success. Delivering service
quality is a vital part of most companies since it constitutes an essential aspect
of success and survival (Ang & Buttle, 2006; Chowdhary & Prakash, 2007;
Ulwick & Bettencourt, 2008).

It has been postulated that the banking sector for some time now have
seen various modifications including, changes in the working hours for banks,
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web banking, mobile banking, banking branch networks being enabled by
ATMs (Anabila & Awunyo-Vitor, 2013). In the Ghanaian banking context,
Obuobi (2012) has outlined three crucial conditions motivating modifications
in the sector. He opined that improvements in data know-how, controlling
money related actions and globalization are the motivation factors. Boahene
and Agyapong (2011) in analyzing the concept of customer loyalty in Ghana
suggested that companies should focus more on providing service quality.
They have reasoned that since service firms supply intangible goods,
services are evaluated using measures of workers association with customers.
Some scholars (Fisher, 2001; Newman, 2001; Caruana, 2002; Duncan &
Elliot, 2002; Portela & Thanassoulis, 2005; Ehigie, 2006) have advanced that
the provision of service quality leads to increased transactions benefit and
loyal customers. According to Nadiri and Hussain (2005), customers usually
evaluate service quality based on tangible factors such as features, equipment,
personnel and communication equipment and intangible factors as reliability,
visual identity, responsiveness, assurance and empathy. Service quality has
been frequently assessed using SERVQUAL model (Ladhari, 2009). Other
experts (Panda & Kondasani, 2014) have considered the model as trustworthy

as well as reliable in assessing services delivered by firms.

Customer Satisfaction

Anderson, Fornell and Mazvancheryl (2004) advocated that customer
satisfaction denotes individual broad assessment of experience for purchasing
and using goods and services. Similarly, Donio, Massari and Passinate (2006)
have also described the concept of customer satisfaction to include customers’
significant attitudes including loyal customers, commitment of customers and
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repurchase intents (Cronin, Brady & Hult, 2000; Brady & Robertson, 2001;
Elgaraihy, 2013). McColl-Kennedy and Schneider (2000) have asserted that
satisfying customers constitute a major business strategy that helps firms to
achieve their business objectives.

Arokiasamy (2013) argued that companies regard customer satisfaction
as their major concerns they will try to achieve through developing effective
customer orientation strategies and ethics of continues improvement. Frances
and Moreno (2015) have agreed that instituting the extent to which individuals
becomes satisfied must serve as the primary reason for companies because, it
determines their health and efficiency. Customer satisfaction determines how
products and services delivered meets customer expectations (Christopher,
2010).

Evangelos and Yannis (2010) also regard customer satisfaction as a
benchmark for performance excellence for many companies and encourage
them to know potential market opportunities. It has been well recognized that
satisfaction measurement promotes increased attention and also help business
organizations to unearth innovate ways to satisfy their consumers (Kanojia &
Yadav, 2012; Mukhtar, Iman, Ashiq, Amjad & Nasar, 2014). Satisfaction of
customers has been itemized according to some consumer behaviour scholars
(Brandy & Robertson, 2001) as a person being delighted or discontent having
examined the performance of a firm’s products and services.

The construct represent a substantial input for most banks performance
(Keisidou, Sarigiannidis, Maditinos & Thalassinos, 2013; Belas, Chochol’akov
& Gabcova, 2015). Different stream of studies (Bilan, 2013; Munari, Lelasi &

Bajetta, 2013) have opined that conformity with the requirements of customers
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and their well-being characterizes imperative marketing variable for firms. Yi
and La (2004) mentioned that satisfying customers are in two folds including
both transaction-specific and cumulative satisfactions. Boshoff and Gray
(2004) perceive customers who assess firms’ service encounters and responses
for the first time as transaction-specific satisfaction. However, it was argued
that customers actually evaluate their satisfaction level after the consumption

of a product or service (Boshoff & Gray, 2004; Ruby, 2012).

Empirical Review
This section addresses the nature of the links among the variables of

interest in this research. Below are some of the related studies:

Corporate social responsibility and Customer Loyalty

From the stakeholder theory’s perspective (Jensen, 2002; Smith, 2003;
Freeman, Wicks & Parmar, 2004; Lee, 2008; Schaefer, 2008), companies need
to determine the influence their business activities will have on customers and
other individuals who have enthusiasm in the firm’s activities. Relying on the
stakeholder theory, CSR can be documented as one of the most effective tool
for managing different stakeholder groups in company’s business environment
(Kim, 2011). Firms can achieve desired results of enhancing their corporate
performance and managing positive relationship with their key stakeholders
especially, customers through CSR (Chung et al., 2015).

Osman (2015) opined that customer sensitivity to socially responsible
actions have forced companies to indicate their sense of responsibility to their
customers and society. Building customer loyalty is the fundamental objective

for any company as these customers determines their survival in the business
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environment (Pérez et al., 2013). Given this important argument, companies
that incorporate CSR activities into their marketing objectives are more likely
to develop customer loyalty (Balmer, Powell & Greyser, 2011; Mohamud,
2018; Barkemeyer & Miklian, 2019).

Some researchers (Brown & Dacin, 1997) reasoned that CSR strategies
engaged in by companies enable them to actually notice reactions within the
various stakeholders that may warrant the need to improve their products and
services quality in order to make their customers loyal. It has been well argued
(Martinez, Pérez & del Bosque, 2014; Mohamud, 2018; Ajina, Japutra,
Nguyen, Syed-Alwi & AlHajla, 2019) that consumers always secure goods
and services from banks identified as being socially mindful. Also, Maignan,
Ferrell and Hult (1999) have explained some studies that lend support to the
reasons why CSR activities can lead to customer loyalty.

First and foremost, companies such as banks that care more about CSR
activities and implementations, treat customers with respect and care for their
wellbeing. They have advanced that those companies observe the satisfaction
of their customers in order to react exclusively to every concerns they have,
comply with product protection criterions and make available facts about their
goods and services. Secondly, Maignan, Ferrell and Hult (1999) referred to the
empirical studies conducted by some authors (Smith, 1996; Jones, 1997) that
confirm customers’ readiness to support their businesses.

Some researchers in the CSR domain (Barkemeyer & Miklian, 2019;
Du, Bhattacharya & Sen, 2007) contented that the same CSR activities can
result in varying responses from customers, which is basically reliant on the

way customers actually analyze such CSR actions. It was well advanced that
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the benefit companies’ gain from their CSR activities relates to their products
and services being positioned as more prominent than firms that just operate
for profits. Also, Lee (2013) studied in the same line since it was established
that customer’s views concerning firms CSR activities directly affects their
loyalty. The linkage concerning CSR practice and loyal customers can be well
understood using the social identity theory (Stanaland, 2011).

Social identity theory maintains that CSR activities tend to project a
positive image about an organization and this tends to strengthen the loyalty of
customers towards such organizations. Given this argument, some intellectuals
have documented that companies that engage in responsible actions have
direct effects on customer behaviour (Marin, Ruiz & Rubio, 2009). Equally,
McDonald and Rundle-Thiele (2008) holds similar assertion that, customers
who are loyal to companies such as banks actually prefer socially responsible
actions directed at them since, such customer-focused actions can enable
banks to realize the needed profits on their investment (McDonald & Rundle-
Thiele, 2008).

Also, the positive association in regards to CSR and customer loyalty
concepts is created where there are benefits for stakeholders (Mandhachitara
& Poolthong, 2011; Igbudu, Garanti & Popoola, 2018; Salman, Noor, Salman
& Hafeez, 2018). Further, Moisescu (2017) examined the effects of customer
perceptions of their service provider’s CSR actions on loyal customers and
postulated that, loyalty towards retail banking companies is significantly
impacted by the extent to which consumers recognize their provider’s CSR.

Moreover, banks engagement in CSR also prompts loyal customers and help
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diminishes organizational danger experienced in hard times (Peloza & Shang,
2011).

In contrast, Marin, Ruiz and Rubio (2009) have stated that socially
responsible activities embarked on by companies do not have remarkable
effects on loyal customers. Auger, Devinney, Louviere and Burke (2008) have
established that CSR do not actually translate into customer loyalty because
consumers are not actually aware of firms’ socially responsible events. Based
on the discussion above, it is hypothesized that:

Hi: There is a significant positive relationship between CSR and customer

loyalty.

Corporate Social Responsibility and Service Quality

Social identity theory stipulates that customers form part of a firm that
frequently delivers more quality product and services (Huang, Cheng & Chen,
2017). The theory also maintains that customer’s self-expression is linked with
their relationships with firms and its products or services (Rather & Hollebeek,
2019). Customers from their sense of identification with a company influence
their attitudes towards that company and its product or service. For instance,
customers tend to prefer business organizations perceived to contribute to
society (Dutton, Dukerich & Harquail, 1994).

Within this context, the concept of CSR is well noticed as an important
variable for predicting quality service in the financial industries (Joudeh &
Dandis, 2018; Lee, 2019). Carroll (2016) stated that the primary responsibility
of companies is to offer service quality that meets the expectations of society.
Besides, Gray (2011) also posits that socially responsible companies have the

moral duties towards customers by ensuring that, their products and services
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that customers buy are of sufficient quality. Due to the competitive nature of
the business setting, offering service quality has been considered by firms as a
significant strategy for their success (Ismail, Haron, Nasir Ibrahim & Mohd
Isa, 2006).

It has been argued that customers evaluate company’s service quality
and CSR actions as conditions when making purchasing decisions (Kolkailah,
2012). The significance of CSR is usually linked to the extent to which banks
provide their service quality in addition to addressing issues related to society
and customers (Mandl & Dorr, 2007; Rehman, llyas, Aslam & Imran, 2016;
Joudeh & Dandis, 2018). Jaiswal (2008) opined that providing service quality
has become a strategic priority for banks. Stafford (1996) voiced that because
firms such as banks conduct business with homogeneous goods, their means of
survival depends on the service they deliver.

It has been well advanced that a socially responsible bank providing
services with good qualities stands the best chance to outweigh its competitors
(Bowen & Hedges 1993). Hence, it is essential for banks as part of their CSR
activities to focus more on improving their service attributes (Chaoprasert &
Elsey, 2004; Nadeem & Nasir, 2017; Srinivas & Rao, 2018). Poolthong and
Mandhachitara (2009) hold the view that customers expect their companies to
be socially responsible. This is because banks engagement in CSR activities
can influence customers assessment of such banks service quality.

Relying on the social identity theory, a survey by Seo, Moon and Lee
(2015) in the airline industry affirmed that the effects of CSR related activities
create feelings on customers that, they are part of society when consuming the

quality service offered. Besides, Tewari (2011) posits that corporations that
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offers service with improved qualities and engage in CSR have the advantage
to lure customers to patronize services from such corporations. Other studies
(Mohr & Webb, 2005; Kay, 2006; Ullah Raza & Chander, 2016) established
that CSR efforts by companies naturally motive them to offer quality service.
Hence, it is hypothesized that:

H2: There is a significant relationship between CSR and service quality.

Service Quality and Customer Loyalty

The planned behaviour theory (Ajzen, 1991) specifies that consumer
behaviour relates to individual standards and principles. The theory stipulates
that positive attitudes toward patronizing service with social attributes have a
positive link with customers purchasing frequency even if this relationship is
weak. Building on the planned behaviour theory (Ajzen, 1991), building loyal
customers by banks could stems from analyzing how such customers view the
products and services delivered (Stan, Caemmerer & Cattan-Jallet, 2013). It
has been well advanced that customers’ views on those received products and
services influence the extent to which they become loyal (Stan, Caemmerer &
Cattan-Jallet, 2013).

Krumay and Brandtweiner (2010) have expressed that building loyal
customer base actually defines a company’s success. Ulwick and Bettencourt
(2008) suggested that providing and improving service quality constitute an
essential component for firms survival in the dynamic corporate setting, hence,
the implementation of quality service initiative represent an important reason
for attracting and retaining existing customers (Douglas & Connor, 2003;
Hussain, Al Nasser & Hussain, 2015; Ali, Zhou, Hussain, Nair & Ragavan,

2016). Stafford (1996) opined that since firms in the financial sector engage in
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trade with homogenous goods, the quality services they provide makes them
remain competitive.

While, Spreng and Mackoy (1996) affirmed that the nice experiences
felt by individuals from service firms enable them to convince their friends
towards such firm which could make such customers loyal, Smith and Bolton
(2002) argued that individuals who are disappointed in their encounters with
service firms discuss their negative encounters with their friends. It has been
postulated that an indication of outstanding banking related products and
service abilities proven by workers of banks can eventually cause customers to
become loyal (Tweneboah-Koduah & Farley, 2016).

A similar view shared by Sargeant and West (2001) indicate that better
quality services provided by the employee of firms fully push customers to
become loyal however, the authors noted that such actions could possibly have
diverse influence on customers. They reasoned that two important reasons
determine the relationship between a customer and the company. First and
foremost, the authors have argued that natural causes may cause customers to
demand extinction. Secondly, artificial causes also means insufficient service
quality level may cause customers not to be loyal. Sargeant and West (2001)
concluded that companies could build loyal customers when they remove the
usual and artificial customer departure influence. Therefore, it is hypothesized
that:

Has. Service quality is positively related to customer loyalty.
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Service Quality Mediates the Relationship between CSR and Customer
Loyalty

Service quality has been described as a dynamic concept incorporating
many previous and current service encounters by customers (Ab.Aziz, Shukor
& Abdullah, 2014). Archana and Subha (2012) have explained service quality
as the whole impression customers perceive from any service firm. Based on
this, companies regularly evaluate the type of quality service customers want
in order to deliver to them (Olorunniwo, Hsu & Udo, 2006), because they
believe such situation could make customers loyal in the future (Lee, Kim, Ko
& Sagas, 2011). Leisen and Vance (2001) advanced that delivering service
quality by socially responsible firms like banks helps keep loyal customers.

Thus, the provision of quality service by companies naturally enables
them to attract more loyal customers (Brady & Hult, 2000; Zeitham| & Bitner,
2003). A similar view shared by Mandhachitara and Poolthong (2009) proved
that service quality has become a solid foundation for bank’s loyal customers.
Other studies have empirically evidenced that those corporations that provide
good quality services are more likely to build loyal customer base (Chowdhary
& Prakash, 2007; Walsh, Mitchell, Jackson & Beatty, 2009). In its broader
context, AlHawari and Ward (2006) postulated that service quality construct
has gained a substantial concern among consumer behaviour researchers due
to its significant role it plays in linking companies to loyal customers.

According to Grénroos (2007), customers perceive the service quality
construct through comparing their expectations and experiences over quality
attribute. The expectancy disconfirmation theory stated that customers develop

different expectations of service quality from their own experience and use
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different measures in evaluating satisfaction judgments (Oliver, 1997). Carroll
(2016) also submitted that companies’ main concern includes offering quality
goods and services that address customers concerns. Similarly, Gray (2011)
postulates that socially responsible companies have the moral duty towards
customers by ensuring that the services and goods that customers buys is of
sufficient quality.

Drawing on the perspective of expectancy disconfirmation theory and
Carroll’s (2016) economic responsibility, companies such as banks tends to
provide customers with excellent quality service (Yuen & Chen, 2010), with
the intention to make them loyal customers (Stan et al., 2013). Mandhachitara
and Poolthong (2011) have also proved that socially mindful actions by firms
result into loyal customers; however, the concept fully mediated the positive
nexus regarding CSR and customer loyalty. It has been documented that
socially responsible activities expectancies by customers have compelled
banks to provide service quality which may enhance favourable attitudes from
customers (Lewis & Soureli, 2006; Poolthong & Mandhachitara, 2009; Peloza
& Shang, 2011; Choi & La, 2013).

Kay (2006) argued that CSR effort by firms is often geared towards the
provision of service quality which is more likely to lead to the formation of
positive associations in the customers mind. Based on the discussion above, it
is hypothesized that:

Hs. Service quality mediates the relationship between CSR and customer

loyalty.
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Corporate Social Responsibility and Customer Satisfaction

According to the social exchange theory, when customers believe to be
fairly treated, their satisfaction is the result (Goodwin & Ross, 1992). Some
researchers (Boshoff & Gray, 2004) argued that satisfying customers depends
on the extent to which such customers generally view the goods offered them.
In addition, expectancy disconfirmation theory holds that consumers may be
satisfied when a socially responsible firm service performance confirms or
exceeds prior expectations (He & Li, 2011). From the stakeholder theory’s
perspective (1984), it can be deduced that a firms responsible actions deal with
customer’s multidimensionality not only as economic beings (Maignan et al.,
2005; Handelman & Arnold, 1999).

Another reason accounting for the connection regarding CSR actions
and satisfaction of customers can relates to the fact that, firms CSR initiatives
creates an encouraging context that strengthen customer’s evaluation towards
companies (Bhattacharya 1995; Bhattacharya & Sen 2003; Wagner, Lutz &
Weitz 2009). Further, Luo and Bhattacharya (2006) posit that antecedent that
relates to the satisfaction of customers helps to explain the nexus concerning
CSR and satisfaction of customers.

Given this argument, (Sen & Bhattacharya, 2001; Mithas, Krishnan &
Fornell, 2005) argued that antecedent including the amount of value customers
imagined they could get from companies becomes a precondition that will
enable companies to determine the extent to which such customers can be
satisfied. In addition, some important reasons have been empirically summed
up in prior investigations that enlighten the nexus with regard to CSR and

customer satisfaction. Firstly, socially mindful actions embarked on by firms
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such as banks improve customers’ attitudes and beliefs systems towards the
bank’s corporate image.

Secondly, customers believe they can fully become satisfied once they
receive superior value from firms engaged in socially responsible activities
(Pérez et al., 2013). Furthermore, El-Gharaihy (2014) also submitted some
important trends that relates to value perceived through CSR activities which
makes customers become satisfied. Secondly, customers’ identification with
socially mindful firms creates a positive impact on the satisfaction of those
customers. Finally, companies that implement an effective balanced point of
view of customers can equally satisfy them accordingly (El-Gharaihy, 2014).

Norliana, Fakhrul Anwar, Wan Norhayate, Norfadzilah and Asyraf
(2018) have argued that the fact that, the influence of CSR on satisfaction of
customers has gained interests from some important studies indicate that, CSR
activities have essential impact on the extent to which customers can become
satisfied with companies and their services. Some scholars (Luo &
Bhattacharya, 2006; Brown & Dacin, 1997; Bhattacharya & Sen, 2004) have
reiterated that customers who establish a strong connection, identity and
favourable attitude toward firms shows that such firm have an excellent record
of CSR involvement which can result into satisfied customers.

In contrast, it has been established that socially responsible actions
have negative effects on customers because less responsible companies may
decrease the level of customer satisfaction through their CSR activities (Luo &
Bhattacharya, 2006). The authors have justified their position by saying that

less innovative company might be sending undesirable indications of business
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decisions that could exceed the benefits associated with the implementation of
CSR policies (Luo & Bhattacharya, 2006). Hence, it is hypothesized that:

Hs. CSR is positively associated with customer satisfaction.

Customer Satisfaction and Customer Loyalty

Arbore and Busacca (2009) posit that satisfying banks customers have
become the primary goal for banks to increase and keep loyal consumers. The
process of satisfying customers represents a key factor of banks corporate
strategy, long term profitability as well as enhanced loyal customer base
(Gruca & Rego, 2005; Awara & Anyadighibe 2014). Although, Sayani (2015)
has established that the nexus pertaining to satisfaction of consumers and loyal
consumers has been researched in many prior works, Giese and Cote (2000)
however, claimed that there is no collective characterization for the concept.

As a result, Kotler and Keller (2016) defined the customer satisfaction
concept as the sense of happiness or regret concerning a person from equating
the performance of services with the expectations anticipated. Chen and Wang
(2009) discussed the customer satisfaction concept as a continuous evaluation
of prior expectations about products and services. Yao, Tsai and Fang (2015)
claim that satisfied customers possess the capacity to demonstrate their loyalty
and perfectly be measured from their repurchase, commitment, engagement
and allegiance to firms’ products or services.

Researchers in the marketing domain (Anderson & Fornell, 1994) are
of the opinion that the connection regarding satisfied customers and loyal
customers is imperative for firms because of its usefulness. Drawing on the
expectancy disconfirmation theory (Oliver 1997), customers tends to be
satisfied when firms performance affirms to the previous ones. Accordingly,
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satisfying customers is strongly-minded by the level of disconfirmation of
consumer expectations (Premkumar & Bhattacherjee, 2008). Kandampully
and Suhartanto (2000) and Abbasi (2012) argued that customers become loyal
owing to the type of goods and services companies offer them.

The notion that satisfaction of customers ultimately results into loyal
customers is built on the evidence that, increasing satisfaction of customers is
more likely to result into loyal customers for a particular company (Eriksson
& Vaghult, 2000). Faizan (2011) documented that satisfaction is an effective
variable in satisfying customer’s expectations while, loyalty measures how
likely customers can engage in repeat purchases. However, some consumer
behaviour researchers argued that within a particular firm, different customers
may have separate necessities that may affect their expectancies.

For example, Fredericks (2001) advocate that there is a total difference
between satisfaction, which basically signify unreceptive consumer state and
loyalty representing lively association with the company. Likewise, Pizam and
Ellis (1999) noted that customer satisfaction is a psychological impression and
not a general phenomenon. It has been advanced that not all customers get the
same levels of satisfaction from a particular purchase. Also, Coyles and Gokey
(2002) reasoned that customer satisfaction does not result into an encouraging
impact that relates to loyal customers; besides, just measuring how satisfied
customers are cannot inform a company how liable customers will respond to
the product and service offerings from other companies.

Olsen and Johnson (2003) have reasoned that the association regarding
the two constructs is vague. The authors are with the opinion that satisfying

customers alone is not enough to predict loyal consumers nevertheless, such
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innovative action help firms to determine the extent to which consumers can
be loyal. While, Merrin, Hoffmann and Pennings (2013) hold the view that
customers could be unwilling to become loyal towards firms, Ganiyu (2017)
argued that satisfying customers help firms to build loyal customers. Hence, it
is hypothesized that:

H6. Customer satisfaction is positively related to customer loyalty.

Customer Satisfaction Mediates the Relationship between Corporate
Social Responsibility and Customer Loyalty

Olsen, Wilcox and Olsson (2005) have described customer satisfaction
concept to include a person’s state of feelings toward a product and service
consumed. The benefit of the concept is evident as it greatly leads to
repurchase decisions and a significant focus of business strategy (Faiza, 2001;
Dahlsten, 2003; Taylor, 2003). Hence, companies establish connection with
their consumers not only to give the chance for repurchase intents but also to
build customer loyalty (Faiza, 2001). For further understanding in regards to
the role played by customer satisfaction, two basic theoretical orientations will
be used in this discussion.

According to Oliver’s (1997) expectancy disconfirmation theory,
satisfying customers alone cannot serve as a benchmark to ascertain firms’
product and service performance, however, the performance evaluation is
contingent on the previous product and service usefulness. Thus, if previous
quality product and service benefits surpass earlier ones, this will result into a
positive disconfirmation, which in turn, may translate into satisfied customers

(Oliver, 1997). In addition, the stakeholder theory maintains that management
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of companies should be interested in addressing the concerns of all key
stakeholders of an organization.

Exactly, the instrumental argument for embarking on CSR investments
IS supported given that these activities brings about benefits such as customer
loyalty which at the long run will lead to better financial performance. While,
customer satisfaction deals with expectations, this discussion will rely on the
expectancy disconfirmation and stakeholder theories. Given the orientation
towards the expectancy disconfirmation theory and stakeholder theory, CSR
activities affect behavioural outcomes such as customer loyalty through
mediated paths such as customer satisfaction (Luo & Bhattacharya, 2006).

Thus, socially responsible banks tends to make customers loyal by
providing high products and services to meet their expectations (Bhattacharya
& Sen, 2004; Lee & Heo, 2009; Senthikumar, Ananth & Arulraj 2011; Chung,
Yu, Choi & Shin, 2015; Garcia-Madariaga & Rodriguez-Rivera, 2017) and
invent better ways to increase their satisfaction levels (Luo & Bhattacharya,
2006), which could later lead to customer loyalty (Choi & La, 2013; Chang,
2017). In its broadest context, CSR implementation by responsible firms like
banks improves their customers attitude toward the banks itself, services and
products provided (Bhattacharya & Sen, 2003; Carroll & Shabana, 2010) and
also device ways to enhance customer satisfactions (Berens, Riel & Bruggen,
2005; Li, 2011; Walsh & Bartikowski, 2013; Kim & Kim, 2016; Chung et al.,
2015; Halim & Hermawan, 2017) which finally leads to customer loyalty
(Choi & La, 2013). Given this above arguments, it is hypothesized that:
H7: Customer satisfaction mediates the nexus between CSR and customer

loyalty.
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Control Variables and Customer Loyalty
Control variables consisting of perceived value, perceived trust and
corporate image were introduced in the study to avoid the mediating variables

from influencing the linkage between CSR and customer loyalty.

Perceived Value and Customer Loyalty

According to McDougall and Levesqu (2000), the concept of perceived
value is discussed as the benefits that consumers consider they can gain from
the consumption of goods and services. The perceived value concept has also
been explained as utilitarian consisting of influential benefits, serviceable
benefits, proficiency benefits and monetary benefits (Babin, Darden & Griffin,
1994; Gallarza & Sorae, 2006; Chai, Malhotra & Alpert, 2015). The social
exchange theory holds that business encounters between organizations and
customers should be viewed as give-and-take interaction (Homans, 1958;
Barnes, 2007).

Thus, the exchange process should be a joint activity with each party
having something the other party also values. Drawing on the social exchange
theory (Homans, 1958), Omenye (2013) and Goodwin and Ross (1992) asserts
that, once consumers trust that they have been fairly treated through a firm’s
business transactions, customer satisfaction is the result. Similarly, Grénroos
(2000) submitted that if perceived value increases, consumers will continue to
be committed to such transaction however, a reduction in the value perceived
will ultimately lead consumers to consider other firm’s goods and services.

Sirdeshmukh, Singh and Sabol (2002), Yang and Peterson (2004) and
Eggert, Ulaga and Schultz (2006) have advanced that customers remain loyal
to companies when they are convinced that, they receive bigger value from
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their transactions with such company. McDougall and Levesque (2000) assert
that when customers believe that they get value from firms, such believe will
translate into their loyalty. Hasan (2014) posit that value perceived by
customers is a major foundation of loyal customers. Bolton, Kannan and
Bramlett (2000) stated that customers will repeat purchases from the same
company and be willing to share positive impressions with others depending

on the perceived value they received from previous experiences.

Perceived Trust and Customer Loyalty

Morgan and Hunt (1994) and Sirdeshmukh et al. (2002) affirms that
perceived trust depicts the extent to which customers becomes certain in firms
dependability and integrity in a given business transaction. Sekhon, Shergill
and Pritchard (2013) explained perceived trust as a dynamic factor that helps
companies and customers to create a mutual relationship. Similarly, McKnight
and Chervany (2001) submitted that trust is a significant factor that support in
understanding the economic exchanges and interpersonal behaviours.

Perceived trust according to (Garbarino & Johnson, 1999; Hewett &
Bearden, 2001; Lewis & Soureli, 2006) has been itemized as a vital
component of consumer behaviour that may result into loyal customers. It has
been well suggested that for a company to make customers loyal toward their
goods and services, such company must endeavour to win the believe systems
of those customers (Reichheld & Schefter, 2000). Further, Stathopoulou and
Balabanis (2016) have shown that perceived trust is a crucial tool to strengthen
customer loyalty. Gambetta (2000) argued that customers with certain level of
perceived trust believe their banks to behave with good intentions and will not
behave unscrupulously against them.
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Kishada and Wahab (2013) submitted that building customer loyalty
can be ascertained through a strong and solid believe established among firms
and customers. Some scholars agree to the notion that, trust perceived predicts
customer loyalty (Rowley, 2002; Bagram, 2010; Jarvinen, 2014; Paulssen,
Roulet & Wilke, 2014). Boateng and Narteh (2016) and Kabadayi (2016) have
reasoned that the positive association regarding banks and customers is critical

as it help customers to become loyal.

Corporate Image and Customer Loyalty

Balmer and Greyser (2002) have explained corporate image to include
society’s opinions regarding a company’s business activities. Corporate image
have also been discussed by (Nguyen & Leblanc, 2001) as elements linked to
firms product name, structural design, custom and perceptions of excellence
carried out by workers of the firm who interacts with consumers. The benefits
of corporate image in the dynamic environment are evident as it greatly enable
companies to build customers confidence, increase customer satisfaction and
improves customer loyalty (Martinez & Pina, 2005; Cretu & Brodie, 2007;
Ryu, Lee & Kim, 2012; Bataineh, 2015).

Further, Wu (2011) believed that corporate image helps potential and
existing customers to evaluate company’s performance and its products and
services offered. Hog, Sulatana and Amin (2010) have confirmed that when
customers believe they have been fairly treated through a company’s services
delivery, positive recognition for the firm is the result which, in turn, improves
loyal customers. According to Erdem and Swait (2004), the signalling theory

provides the basis for clarifying the linkage in relation to corporate image and
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loyal customers. The signalling theory holds that firm’s communication builds
their reputation and capability in the society (Kim & Lee, 2010).

According to Nguyen and Leblanc (2001), customer loyalty tends to be
higher when firms’ image is enhanced (Cretu & Brodie, 2007; Wang 2010).
Thus, firms with the right business appearance have the greater propensity to
influence buyers attitude such that, customer loyalty with the firm becomes

regular (Osman, 2015).

Conceptual Framework

Following the discussions that led to the formulation of the seven
hypotheses, the framework below was developed to reflect the description.
The framework connects CSR practice to customer loyalty with service quality
and customer satisfaction playing the mediating roles. Also, the conceptual
framework links control variables consisting of perceived value, perceived

trust and corporate image to customer loyalty.
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Figure 1: Linking Corporate Social Responsibility to Customer Loyalty through Service Quality and Customer Satisfaction as well as linking
Perceived Value, Perceived Trust and Corporate Image to Customer Loyalty.
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Source: Author’s Construct, 2019.
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This framework (figure 1) explains that CSR affects the extent to
which customers become loyal when offered service quality and satisfied. It
can be established from the framework that, banks that entrust themselves
to socially responsible activities would naturally be compelled to offer
service quality as well as satisfy customers to gain their loyalty. Finally, the
framework inaugurates the effects control variables including perceived

value, trust perceived and corporate image could have on loyal consumers.

Chapter Summary

The chapter reviewed the applicable literature and also developed
hypotheses showing the associations among the variables of concern. The
theories regarding the constructs and their implications have been discussed
in detail. It reviews works of other writers and scholars. The chapter was

also made up of the development of a conceptual framework.
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CHAPTER THREE
RESEARCH METHODS

Introduction

The purpose of this current study was to examine the mediating role
of service quality and customer satisfaction on the connection between CSR
and customer loyalty. This chapter was made up of the study methods and
designs. It describes the procedures employed in conducting the study. It
presented the research approach, research design, study area, study
population, sample size and sampling procedure, data collection instrument,
reliability and validity of the instrument, data source, data processing and

analysis and ethical considerations.

Research Approach

Some scholars (Burns & Grove, 2012) explained the quantitative
investigation as a formal, objective, systematic procedure that assess nexus,
examine casual associations among factors. According to Tuli (2010), a
quantitative research approach measures social events through the
collection and analysis of numerical data. Besides, quantitative research
method presents generalizable results by asking how much and how many
questions. In this direction, a quantitative research was employed for this
study. Quantitative research because, it helps in a broad coverage as well as
being objective and measurable (Golafshani, 2003).

Beside its appropriateness for this present research, some scholars
(Martinez, Pérez & Rodriguez del Bosque, 2014) employed the quantitative

method to test CSR and customer loyalty association in previous studies.
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Research Design

According to Akubia (2011), research design depicts the outline and
procedure that the researcher establishes in a study, thus, the hypotheses
and operational inferences to the final analyses of the data collected. It has
been argued that selecting the appropriate research design is crucial when
collecting empirical findings (Saunders, Lewis & Thornhill, 2007). The
most common research designs include exploratory, descriptive and
explanatory (Richardson, 2005; Babbie, 2007). Nevertheless, these research
designs differ in various situations. For instance, the research purpose,
hypotheses formulated and how data is collected defines which exploration
strategy is suitable (Richardson, 2005; Babbie, 2007).

Given this, the study employed explanatory design because it is was
deemed suitable for ascertaining associations among diverse measures of a
phenomenon in a given investigation (Babbie, 2001). It also helps to answer
questions that sought to explain the presumed causal relationships that are

too complex for a survey strategy (Yin, 2003; Creswell & Plano, 2011).

Study Area

The study area comprised of all the commercial banks in the Accra
metropolis specifically, UPSA, Madina, Legon and Adenta branch. The
choice of all the commercial banks in these townships was based on the
familiarity the researcher has with the respondents. Also, the restriction of
the study in these townships in the metropolis is not without premise, since
similar studies have been conducted by (Narteh & Kuada, 2014; Hinson,
Mohammed & Mensah, 2006), using selected townships, instead of the
entire region.
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The total number of commercial banks which had registered with
Bank of Ghana (BoG) as at January, 2019 was twenty three (23) consisting
of GCB Bank, Ecobank Ghana, Agricultural Development Bank Limited,
Access Bank Limited, Bank of Africa Ghana Limited, Barclays Bank
Limited, Consolidated Bank, FBN Bank, Fidelity Bank, First Atlantic Bank
Limited, Guaranty Trust Bank Limited, National Investment Bank Limited,
Prudential Bank Limited, Republic Bank Limited, Societe General Bank
Limited, Stanbic Bank Limited, Standard Chartered Bank Limited, United
Bank for Africa Limited, Universal Merchant Bank Limited, Zenith Bank

Limited, Omni-BSIC Bank, CAL Bank and First National Bank Limited.

Population

A population is a well-defined individual in a group known to have
similar traits identified by criteria determined by the researcher (Banerjee &
Chaudhury, 2010). The population for this investigation was made of all
account holders of commercial banks in UPSA, Madina, Legon and Adenta

in the Accra metropolis of Ghana.

Sample Size and Sampling Procedures

The accessible population with respect to this investigation consists
of 1,200 customers of commercial banks in UPSA, Madina, Legon and
Adenta in the Accra metropolis of Ghana. By using a convenience sampling
technique, one thousand, two hundred (1,200) customers of all the 23
commercial banks was selected. This is because it was virtually impossible

for the researcher to obtain the total sampling frame of all account holders
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in UPSA, Madina, Legon and Adenta in the metropolis (Sekaran & Bougie,

2010; Khan & Rizwan, 2014).

Source of Data

Based on the objectives of this study, a primary data source was
used to collect data. Primary data source because it suggests new ideas and
create unique information for the study (Easterby-Smith, 2008). Saunders
and Lewis (2012) have submitted that data collected for the first time are
unknown. It has been argued that researchers have to collect primary data
that are relevant, accurate, current and unbiased to a study (Saunders &

Lewis, 2012).

Data Collection Instruments

The instrument used for this study was a questionnaire administered
to customers of all commercial banks in UPSA, Madina, Legon and Adenta
in the Accra Metropolis. Bryman and Bell (2011) suggested that more often
than not, quantitative research make use of questionnaire. Questionnaire
was developed for this kind of study since it is a self-reported measure that
guarantees confidentiality and therefore, it is more likely to elicit a truthful
response concerning the information required from the respondents. Also, it
ensures uniformity of responses in closed-ended questions and guarantees
anonymity.

The questionnaire comprised of eight sections (A, B, C, D, E, F, G
and H) with scales adopted from literature. Section A of the questionnaire
was comprised of self-developed items to collect demographic information

of respondents consisting of gender, age, educational level, monthly income
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and religious background. Section B collected information on CSR
practiced by socially responsible banks. Also, section C captured important
information on service quality. Section D collected information on the
customer’s level of satisfaction regarding their respective banks. Likewise,
section E captured information on customer loyalty. Sections F and G
gathered data on perceived value and perceived trust respectively. Finally,

section H gathered information on corporate image.

Pre-Testing

Pre-test of the study instrument are required ahead of the main
survey because, it ensure that instructions, questions and scale items are
clear. Also, the pre-test process helps potential respondents to understand
the questions and respond to them appropriately. Given these arguments,
the researcher used convenience sampling to pre-test the questionnaire with
25 customers of the commercial banks in the UPSA, Madina, Legon and
Adenta branch in the Accra Metropolis of Ghana. An overall Cronbach
Alpha (o) = .877 was realized. Zikmund, Babin, Carr and Griffin (2003)
recommended Alpha >.7 to demonstrate adequate reliability. The pre-test of
the questionnaire therefore met the minimum threshold for all the variables
of interest considered. The results in (table 1) have clearly shown that the

questionnaire was suitable for the study.
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Table 1: Cronbach Alpha values for the variables

Construct Cronbach Alpha
Corporate Social Responsibility 0.877
Service Quality 0.855
Customer Satisfaction 0.788
Customer Loyalty 0.739
Perceived Value 0.714
Perceived Trust 0.706
Corporate Image 0.701

Reliability and Validity of the Instrument

Bowling (2009) advocated that reliability is usually achieved when
information gathering techniques produce constant outcomes and keeping
results at a consistent level regardless of changing of time and place. An
instrument is reliable when it can measure a variable accurately and get the
same results over a period of time. With reference to this study, reliability
was checked by following the positions of (Nunnally & Bernstein, 1994;
Chin, 1998; Hulland, 1999; Yoo & Alavi, 2001; Henseler, Ringle &
Sarstedt, 2015). According to these researchers, the reliability of constructs
is assessed by examining the reliability of individual items, internal
consistency reliability as well as convergent and discriminant validity. As
suggested by Henseler, Ringle and Sarstedt (2015), factor loadings of items

are reliable if their outer loadings are 0.7 or more.

Validity
Some research experts (Chin, 1998; Hair et al., 2014) explained
validity as the reality of findings from a study and whether the findings are

what they seem to be. To ensure the validity of the questionnaire, it was
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given to my supervisors for their assessment. Their recommendations were
taken into account and implemented accordingly. Based on this study, the
researcher determined the validity of concepts by investigating the AVE of
the model. Netemeye (2003) argued that construct validity measures the
uniformity in measurement items much like the Cronbach alpha. Likewise,
Bagozzi and Yi (1988) have opined that the composite indexes need to be
0.7 otherwise, greater in order to determine the validity of constructs.
Discriminant validity according to Fornell and Larcker (1981)
reflects the extent to which the latent variables separate from other latent
factors. To establish discriminant validity in this study, the AVE in each
latent variable was used (Fornell & Larcker, 1981). It equates the square
root of AVE values with the latent variable’s correlations. The square root
of each construct's AVE should be greater than its highest correlation with

other construct.

Data Collection Procedure
An introductory letter from the School of Business, Department of
Management was obtained to prove the authenticity of this research work.
A copy of the introductory letter was given to the managers of the banks
for respondents to be convinced that the study is for academic purposes.
Copies of the introductory letter were made available to all the participants
who fall within the domain to participate. The reason was to make it
possible for the participants to familiarize themselves with the issues for
discussion. Also, ethical considerations were communicated to ensure the

protection of information to be gathered from respondents.
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Measurement of Variables

This section presents a commentary of how the variables of concern
were measured using a continuous scale of 1-7. The variables measured in
this section included customer loyalty, CSR, service quality, customer

satisfaction, value perceived, trust perceived and image of a corporate.

Dependent Variable

Following Zeithaml (1996), customer loyalty construct was
measured based on the behavioural-intentions of five-item scale. Several
studies (Dean, 2002; Olorunniwo & Hsu, 2006; Stanaland, 2011; Pérez et
al., 2013) have accepted this instrument in measuring the behavioural
intention of banking customers and have achieved an acceptable validity

and reliability of 0.92.

Independent Variables

Following (Maignan & Ferrell, 2000; Galbreath & Shum, 2012),
CSR was measured based on a twenty items scale which falls under
economic, ethical, legal and discretionary activities. Some reasons have
been advanced as to why the scale is suitable for the study. For instance, it
has been advanced that this scale is most suitable for measuring CSR
because numerous events of social obligation have been seen in the
measurement items. In addition, the scale is consistent with the opinion of
Carroll’s (1979) notion of CSR. Several investigations (Stanaland, 2011,
Pérez et al., 2013) have adopted this scale in measuring CSR in the

financial sector.
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Mediating Variables

Following the position of (Parasuraman, Zeithaml & Berry, 1985;
Caruana, 2002), the service quality construct was also measured utilizing
the SERVQUAL model which consists of a twenty-two items. These
measurements items have been characterized as suitable for assessing
quality service (Ladhari, 2009). The model has been successfully validated
and used in some investigations (Caruana, 2002; Rousan et al., 2010;
Siddiqi, 2011; Hasan et al., 2013; Sulieman, 2013). Based on Gremler and
Gwinner (2000), six items have been utilized to measure satisfaction of

customers.

Control Variables

Relying on Roig, Garcia, Tena and Monzonis (2006), perceived
value was measured based on a seven items scale. Some studies such as
(Sinha & DeSarbo, 1998; Holbrook, 1999; Mathwick et al., 2002) have
adopted this scale in measuring value perceived. With respect to perceived
trust, a six items scale revised from Chiou and Droge (2006) was adopted in
this study. Many studies (Hess, 1995; Smith, 1997; Jarvenpaa & Tractinsky,
2000; Gefen, 2000; Gurviez & Korchia, 2002; Sekhon et al., 2013) have
measured perceived trust using these six items. Corporate image was
measured with the six measures taken from Rafael, Teresa and Jose (2009).
Numerous studies (Keller, 1993; Chen, Chang & Chang, 2005; Souiden,

2006; Wong, 2012) adopted this scale in measuring corporate image.
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Table 2: Measurement of constructs

Construct Items (Continuous Scale 1-7) Sources
Economic Aspect Galbreath and
CSR Shum (2012)

My bank employs each process to reply
every customer’s dissatisfaction.

The bank’s service quality is
successively enhanced

My bank’s profits have been
successfully maximized.

Customer satisfaction is utilized as an
indicator of the bank’s business
performance.

Great efforts are exerted to lower the
operating costs by my bank.

Legal Aspect

The directors of my bank are instructed
about applicable environmental laws.
My bank’s products satisty legal
standards.

My bank’s contractual agreements are
always respected.

My bank strives to consent to all laws
pertaining to hiring and employee
benefits.

Non-discrimination among employees
in compensation and promotion is
supported by internal procedures in my
bank.

Ethical Aspect

My bank has an inclusive code of
conduct.

The bank’s staffs are obliged with
professional standards.

Senior managers supervise the possible
negative effects of the bank’s activities
in my society.

Justice toward workers and business
partners is an essential section of my
bank’s staff assessment procedure.

My bank provides all customers with
full and precise information by sales
assistants and staffs.
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Table 2 Continued

Service Quality

Discretionary Aspect Maignan and
Ferrell (2000)

The bank offers more competitive

salaries than any other industry.

The staffs of my bank are encouraged to
join civil society that supports our
community.

Elastic corporate procedures allow

staffs of the bank to better harmonize

profession and personal life.

My bank support collaboration with

local businesses and schools.

Local sports and cultural activities are

encouraged by my bank.

Tangible Dimension Parasuraman
etal., (1988),
Caruana(2002)

My bank has modern looking

equipment.

My bank'’s physical facilities are

visually appealing.

My bank employees are well dressed

and appear neat.

Materials associated with the service

(such as pamphlets or statements) are

visually appealing at my bank.

Reliability dimension

When my bank promises to do

something by a certain time it does so.

When | have a problem, my bank shows

sincere interest in solving it.

My bank performs the service right at

the first time.

The bank provides its services at the

time it promises to do so.

My bank keeps its records accurately.

Responsiveness dimension

My bank keeps customers informed

when new services will be introduced.

Employees in my bank give me prompt

services.

Employees of the bank are always

willing to help customers.

Employees of my bank are never too
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Table 2 Continued

Customer
Satisfaction

Customer
loyalty

Perceived
Value

busy to respond to my requests
promptly.

Assurance dimension

The behaviour of employees in my bank
instills confidence in me.

| feel safe in my transactions with my
bank.

Employees of my bank are polite.
Employees in my bank have knowledge
to answer my questions.

Empathy dimension

My bank gives me individual attention.
My bank has employees who give me
personal attention.

Employees of the bank know what my
needs are.

The bank has my interests at heart.

My bank has operating hours that are
convenient to all its customers.

Based on all my experience with my Gremler and
bank, 1 am very satisfied with the Gwinner
banking services it provides. (2000)

My choice to use this bank was a wise

one.

Overall, | am satisfied with the decision

to use this bank.

I think | did the right thing when 1

decided to use this bank for my banking

needs.

My overall evaluation of the services

provided by this bank is very good.

| recommend my bank to someone who

seeks my advice.

| say positive things about my bank to

other people.

| inspire my friends and relatives to do

business with my bank.

I consider my bank as first choice for

any banking services.

I will do more business with my bank in  Zeithaml
the next few years. (1996)
The bank service fees are fair and

reasonable

this bank offers the best service for the
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Table 2 Continued

bank charges | had to pay

my bank provides high quality customer
services
This bank creates positive atmosphere

_When in this bank | feel relaxed
| feel safe keeping my money in this

bank

| feel trust and confident in this bank Roig, Garcia,
Tena and
Monzonis
(2006)

Source: Gbodo (2019)

Data Processing and Analysis

The analytical process of data collected during the initial phase of
this study was presented in descriptive statistics and were organized based
on the research objectives employing SPSS software. Field (2009) opined
that SPSS software provides robust quantitative models and acceptable for
complex statistical methodology. In testing the hypotheses formulated with
respect to study of this kind, partial least square (PLS-SEM) estimation
technique was employed. In determining the hypotheses formulated, PLS-
SEM was used to determine the path coefficient (B), level of significance
with its related p-values from 5000 bootstraps, collinearity among
constructs using the variance inflation factor (VIF), goodness of fit with
coefficient of determination (R?), effect size (f 2) and predictive relevance
Q).

Further, the partial least square estimation procedure (PLS-SEM)
was used to check the reliability and validity of the structural model to
establish its fitness. It has been argued that the use of partial least square
estimation technique (PLS-SEM) enable path coefficients and individual
factor loadings of a predefined structural model to be assessed concurrently
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and also prevent researchers from the biased estimate of path coefficients
and individual factor loadings. PLS-SEM has been chosen for this current
study because Gotz, Liehr-Gobbers and Krafft (2010) reasoned that the
approach deals with both reflective and formative indicators of a latent
variable within one structural equation model and places small request on

sample size (Frazier & Barron, 2004).

Mediation Analysis

Mediation indicates the effects of independent variable and how it is
transmitted to a dependent variable through a third variable considered
mediator (Baron & Kenny, 1986; Aguinis, Edwards & Bradley, 2016).
Although, there a lot of mediation analysis methods such as (Sobel, 1982;
Baron & Kenny, 1986), this study employed the bootstrapping approach
using PLS-SEM. Hadi, Abdullah and Sentosa (2016) have opined that the
bootstrapping approach has advantage over the Sobel test as the former
helps to determine the mediating role with certainty.

Given this, the study employed the bootstrapping approach using the
path coefficient (B) and the level of significance with its related p-values to
establish the mediation effects on CSR and customer loyalty. In addition,
the following PLS-SEM diagnostics were determined thus, goodness of fit
with coefficient of determination (R?), predictive relevance (Q?) and effect

size (f2).

Control Analysis

According to Breaugh (2008), control factors in a model identifies

with what is being estimated. Control factors are significant tool for experts
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to meet for causal induction. The thought is that, by adding control factors
to the model, speculated impacts are assessed at consistent degrees of the
control factors. If the guessed relations hold in the wake of including the
control factors, alternative causal clarifications including the control factors
can be precluded (Ebbes, 2017). In determining the effects the control
variables could have on customer loyalty, partial least square estimation
technique was used through path coefficient (B) and level of significance

with its related p-values.

Common Method Bias

The concept is described as the origin of an estimation blunder
(Bagozzi & Yi, 1991). The scholars advanced that such estimations blunder
does not reflect the true results of the study. However, in dealing with
common method bias, some research experts have outlined some methods
that can be used. Hence, this study adopted Harman’s single-factor test to
determine the presence of common method bias. In addition, the full
collinearity test from the PLS-SEM of all the VIFs was established to

determine the presence of common method bias (Kock, 2015).

Ethical Considerations

Ethical considerations involve the issues of confidentiality of the
respondents. Ethical standards are behaviours researchers follow in
conducting their research. In this instance, the researcher guaranteed the
confidentiality of the participant’s responses by inserting a brief note in the
questionnaire on the anonymity of the answers. Authorization to conduct

the study within the banks was granted by top management.

63

Digitized by Sam Jonah Library



© University of Cape Coast https://erl.ucc.edu.gh/jspui

Chapter Summary

This chapter gave details of the study design, study area, population,
sampling procedure, data collection instruments and procedures and data
processing and analysis. Ethical considerations and measures of ensuring

the validity and reliability of the study were adequately explained.
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CHAPTER FOUR
RESULTS AND DISCUSSION

Introduction

The responses collected from field were presented, analyzed and the
results interpreted in this chapter. The thrust concerning this investigation
relate to the intervening role of quality service and satisfaction of customer
in the nexus regarding CSR and customer loyalty. I however, argued that
the contradictory results concerning CSR and loyal customers might stem
from the avoidance of the intervening role of service quality and customer
satisfaction. Also, the presentation of the chapter consists of demographic
characteristics of respondents and the main section which addressed the

research objectives and hypotheses.

Response Rate
The total number of questionnaire administered was 1,300.
However, 1, 200 usable responses were obtained from the customers of the

commercial banks, resulting in an overall response rate of (92.31%).

Demographic Characteristics of Respondents

The demographic characteristics of respondents were in relation to
sex, age, educational qualification, income level and religious background.
Hence, | distributed 1,300 questionnaires conveniently and obtained 1, 200
responses from the customers of the banks. The study established that more
males (52.5%) than females (47.5 %) dominated the sample used for the
study. The findings indicated that the ages between 32-41 years recorded

the highest respondents while ages above 52 years recorded the lowest.
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Generally, it can be stated that respondents had one form of education or
the other. The educational background of the respondents ranges from
Junior High School to the University level. However, 4 respondents had
never been to school before. Most respondents (30.42%) earn between
GHC 1500 and GHC 2000. Majority of respondents indicated that they
consider themselves as religious persons (see Table 3).

Table 3: Demographic Characteristics of Respondents

Variable Frequency Percentage
Sex
Male 630 52.5
Female 570 475
Age (years)
21 -31 267 22.25
32-41 447 37.25
42 - 51 321 26.75
52 and above 165 13.75
Educational Level
Never been to School 4 0.33
JHS 21 1.75
SHS/O Level/A Level 165 13.75
Diploma 267 22.25
First Degree 454 37.83
Master's 199 16.58
PhD 90 7.5
Income (GHC)
Below 1,000 156 13
1,000 -1,500 285 23.75
1,501 - 2,000 365 30.42
2,001 - 2500 233 19.42
Above 2,500 161 13.41
Religious Person
Yes 1088 90.67
No 112 9.33

Source: Field work, (2019)
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Common Method Bias

The accessible number of respondents in this investigation, 1,200 is
multiple times more than CSR, service quality and customer satisfaction.
For this reason, the researcher does not anticipate any complications in
relation to imbalanced assessments of the path coefficients and factor
loadings. Hence, this study adopted both collinearity test and Harman's test
criterion to survey the potential of common method bias in the study. Using
Harman's one-factor test, all the variables were presented and the factor for
17.1% which is less than the recommended threshold of 50% (Podsakoff &
Organ, 1986) among variables indicating nonexistence of bias in the
research results.

In addition, the full collinearity test from the PLS- SEM results
showed that all VIFs (see Table 7) are less than the recommended threshold
of 3.3 (Kock, 2015) indicating that the model is not affected by common
method bias.

Table 4: Model fit

Saturated Estimated Model
Model

SRMR 0.059 0.092

d ULS 1.820 4,507

d G 0.452 0.552

Chi-Square 3,040.229 3,457.227

NFI 0.770 0.738

rms Theta 0.109

Source: Gbodo (2019)

Following the rms Theta decision criterion propounded by
Lohmoller (1989), the rms Theta values lower than 0.12 specifies an
excellent-fitting model, however, values greater than 0.12 shows poor-
fitting model (Henseler, Ringle & Sarstedt, 2014). As revealed in Table 4,
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the rms Theta for the model is 0.109 indicating a well-fitting model.
Moreover, Henseler et al. (2014) opined that SRMR value of O designate a
perfect fit, but SRMR values of 0.064 and higher may be produced by
models as well. For that reason, the proposed threshold value less than 0.08
by Hu and Bentler (1999) has been applied in this study. The SRMR value
of 0.059 has been established for this model and depicted as an excellent fit

(see Table 4).

Checking for Reliability and Validity of the Structural Model

Following the positions of (Fornell & Larcker, 1981; Bagozzi & Yi,
1988; Chin, 1998; Hulland, 1999; Yoo & Alavi, 2001), the partial least
square estimation technique (PLS- SEM) results started with examining the
structural model’s dependability as well as the validity to establish its
fitness through analyzing the following: internal consistency and reliability
of individual item, discriminant and convergent validity. The composite
reliability was determined to affirm the construct reliability in the structural
model. Some research intellectuals (Henseler, Ringle & Sarstedt, 2015) are
of the opinion that, an indicator is considered reliable when its outer loading
is higher than 0.7.

As revealed in Table 5, it can be established that indicators that
loaded above 0.7 are more. However, it has been affirmed that the average
variance extracted (AVE) can be used as a benchmark to determine
indicators to be removed from the model. Against this assertion, majority of
the indicators have not been deleted due to the attainment of AVE. Besides,

some indicators have been removed from the model because their path
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loadings were not high. Hence, it can be confirmed from Table 5 that all the

constructs have attained values starting from 0.782 to 0.855 which is above

the minimum value of 0.7. This indicates that the composite reliability of

each construct has been attained thus, confirming the construct reliability.

Concerning construct validity, the AVE should be 0.5 or higher

(Chin, 1998; Hair, Sarstedt, Hopkins & Kuppelwieser, 2014). Per the

average variance extracted (AVE) values, the structural model has attained

convergent validity ranging from 0.500 to 0.560 as disclosed in Table 5.

Table 5: Summary of Measurement of Scale

Latent Indicators Mean SD Loadings CR AVE Cronbach
Variable Alpha
Corporate Social Responsibility 0.853 0.500 0.794
CSR1 5.581 1.157 0.701
CSR2 5815 1.032  0.760
CSR3 5622 1.120  0.707
CSR 4 5886 1.078  0.695
CSR5 5835 1.077  0.672
CSR7 5949 1.054  0.673
Customer Loyalty 0.836 0.560 0.738
L2 5999 0.944  0.732
L3 6.048 0.931  0.746
L4 6.096 0.952  0.769
L5 6.237 0.964  0.746
Service Quality 0.816 0.500 0.719
SQ1 5689 1.091  0.660
SQ?2 5895 0.984  0.723
SQ11 5.867 1.047  0.704
SQ 14 5750 1.023  0.662
SQ 15 5952 1.018 0.681
Customer Satisfaction 0.855 0.542 0.788
CS1 5688 0.983 0.712
CS2 5957 0.956 0.784
CS3 5975 0.979  0.730
CS4 6.005 0.915 0.709
CS5 6.274 0.918  0.742
Perceived Value 0.813 0.521 0.700
PV 4 5938 0.903 0.708
PV 5 5982 0.944  0.699
PV 6 6.080 0.910 0.716
PV 7 6.213 0.980  0.762
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Perceived Trust
PT1
PT3
PT5
PT6

Corporate Image
Cl1
Cl4
Cl5
Cl6

5.792
5.927
6.080
6.157

5.605
5.878
6.013
6.147

1.013
0.950
0.955
0.954

0.928
0.880
0.962
0.912

0.798 0.500 0.700
0.707
0.688
0.726
0.697
0.782 0.500 0.700
0.665
0.718
0.680
0.685

Source: Fieldwork, (2019)

Discriminant Validity

Some researchers (Hair, Hult, Ringle & Sarstedt 2016) have opined

that (Fornell & Larcker, 1981) basis for assessing discriminant validity is

also one of the traditional methodologies normally used in studies of this

nature. As submitted by Fornell-Larcker (1981), discriminant validity is

satisfactory when the square root regarding the AVE of each construct is

higher than the correlations with all other constructs. Hence, it can be

confirmed from Table 6 that the square roots of the AVE are greater than

correlation values among the latent variables.

Table 6: Discriminant and Convergent Validity of Constructs for

Model.
Cl CSR CL CS PT PV SQ

Cl 0.687
CSR 0.550 0.702
CL 0.570 0.585 0.748
CS 0.565 0.617 0.745 0.746
PT 0.614 0.553 0.627 0.623 0.705
PV 0.560 0.522 0.590 0.581 0.626 0.722
SQ 0.569 0.590 0.593 0.601 0.604 0.539 0.686

Source: Fieldwork, (2019)
Note: Corporate image (Cl) Corporate Social Responsibility (CSR),

Customer Loyalty (CL), Customer Satisfaction (CS), Perceived Trust (PT),
Perceived Value (PV), Service Quality (SQ).
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Having met the criterion regarding construct and indicator
reliability, convergent and discriminant validity, the researcher proceeded
to examine the study hypotheses. Generally, the path coefficient (B), level
of significance with its related p-values from 5000 bootstraps, collinearity
among constructs using the variance inflation factor (VIF), goodness of fit
with coefficient of determination (R?), effect size (f 2) and (Q?) predictive
relevance were determined to confirm the hypotheses formulated. Some
research experts (Hair et al., 2014) argued that collinearity is ascertained to
ensure that the path coefficients are free from bias as well as to reduce the
significant levels of collinearity among predictor constructs.

As displayed in Table 7, the results of the VIF demonstrate that the
constructs are free from multicollinearity with maximum VIF of 2.301,
lower than the cut-off of 5 (Hair et al., 2014).

Table 7: Summary of Findings

v DV Path S.E t-Stats P- R?  f? Q> VIF
coeff. Values

Cl CL 0.076 0.034 2.223 0.027 0.628 0.008 0.331 1.970
CSR CL 0.080 0.028 2.807 0.005 0.628 0.009 0.331 1.967
CSR CS 0.617 0.025 24.539 0.000 0.381 0.615 0.193 1.000
CSR SQ 0590 0.025 23.191 0.000 0.384 0.534 0.154 1.000
CS CL 0452 0.037 12.337 0.000 0.628 0.248 0.331 2211
PT CL 0127 0.034 3.751 0.000 0.628 0.019 0.331 2.301
PV CL 0.115 0.035 3.300 0.001 0.628 0.018 0.331 1.955
SQ CL 0.092 0.033 2.788 0.006 0.628 0.011 0.331 2.047

Source: Fieldwork, (2019)

Note: Independent Variables (IV), Dependent Variable (DV), Corporate
image (CI) Corporate Social Responsibility (CSR), Customer Loyalty (CL),
Customer Satisfaction (CS), Perceived Trust (PT), Perceived Value (PV),
and Service Quality (SQ).
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Results and Discussion

According to Fritzsche and Oz (2007), examining of a study
hypotheses may begin once the right estimations have been structured. As
pointed out in Table 7, the R? values of customer loyalty, customer
satisfaction and service quality in the structural model have been divulged.
The R? values in the structural model determine its general goodness of fit.
It has been have pointed out that the R? value of 0.25 is considered as weak,
0.5 is moderate and 0.75 is large (Hair et al., 2014). In this regard, it can be
established that CSR moderately explains about 63% variance in customer
loyalty, representing that, there are many factors that could substantiate the
difference in the customer loyalty concept.

Also, customer satisfaction has R? value of 0.381 as well as service
quality having R? value of 0.384. Given this, it can also be proven that CSR
weakly describes variance in customer satisfaction and service quality
respectively. The path coefficients and it accompanying p-values were used
to affirm the hypotheses formulated. The path coefficient (B = 0.080, p <
0.005) as divulged in Table 7, indicates that the path from CSR to customer
loyalty can be stipulated as being significant and positive. The finding
relates to hypothesis 1 since a significant positive nexus has been
recognized between CSR and customer loyalty.

This finding implies that banks that incorporate socially responsible
actions into their established corporate goals are more likely to make their
customers loyal. Additionally, the study finding is consistent with extant
findings that banks that engage in CSR events have the greatest opportunity

to build and maintain loyal customers (Stanaland, 2011; Raman, Lim &
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Nair, 2012; Mohamud, 2018; Igbudu, Garanti, & Popoola, 2018; Salman,
Noor, Salman & Hafeez, 2018; Ajina, Japutra, Nguyen, Syed-Alwi &
AlHajla, 2019; Barkemeyer & Miklian, 2019).

The path coefficient (B = 0.590, p < 0.000) indicates a substantial
nexus between banks CSR actions and service quality. This finding links
the research hypothesis that associate banks CSR events to service quality
thus, confirming hypothesis 2. This finding implies that the more inclined a
bank is towards fulfilling its CSR activities, the better service quality it
delivers to its customers. This finding is in line with the previous empirical
works of (Bowen & Hedges, 1993; Nadeem & Nasir, 2017; Rehman, llyas,
Aslam & Imran, 2016; Ullah, Raza & Chander, 2016; Joudeh & Dandis,
2018; Srinivas & Rao, 2018) that banks that offer better quality service will
gain the benefits of increased loyal customers from such action.

Furthermore, this particular discovery is in the same direction with
the research findings of Poolthong and Mandhachitara (2009) and Kamat,
Pilla, Pech, Mello and Chang (2017) that CSR engagement by banks can
influence their customers’ evaluation of the banks service quality which
could also lead to their loyalty. Furthermore, the result is in line with the
research result of Seo, Moon and Lee (2015) that the positive effects of
CSR initiatives create a feeling on customers as being part of society when
experiencing the quality service offered.

The path coefficient (f = 0.092, p < 0.006) linking quality service to
loyal customers is positive and substantial thus, lend support to hypothesis
3. This finding indicates that superior service quality enhances customer

loyalty. This finding clearly indicates that superior service quality offered
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by banks has the tendency to enhance customer loyalty. Hence, the finding
lends supports to previous studies of some researchers (Tweneboah-Koduah
& Farley, 2016; Kamat et al., 2017; Eklof, Podkorytova & Malova, 2018)
that enhancement in banks quality service as well as showing an excellent
working abilities about banking service by workers are noteworthy drivers
of loyal customers.

More importantly, this study found a significant linkage concerning
CSR and customer satisfaction with a path coefficient (B = 0.617, p <
0.000). This finding implies that customers who identify themselves with a
particular bank are more satisfied with that bank’s goods and services
produced (Arikan, Kantur, Maden & Telci, 2016; Ashraf, Ilyas, Imtiaz &
Tahir, 2017; Garcia-Madariaga & Rodriguez-Rivera, 2017). This finding
also lend support to the empirical findings of Luo and Bhattacharya (2006),
Perez and Rodriguez-del-Bosque (2015) and Samra and Wady (2017) that
customers feel more satisfied once they buy and use the products or services
of those companies engaged in social activities.

Similarly, this result provides support to the research works of some
researchers (Bhattacharya & Sen, 2004; Qamar, Masood & Junaid, 2016)
that customers establish strong connection, identity and favourable attitude
toward firms which have shown an excellent record of CSR involvement.
Moreover, the path coefficient (f = 0.452, p < 0.000) established significant
association with respect to customer satisfaction and customer loyalty. This
explains hypothesis 6 that customer satisfaction links to customer loyalty. It
means that customer satisfaction affects customer loyalty once customers

are satisfied with banks service (Eriksson & Vaghult, 2000; Kandampully &
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Suhartanto, 2000; Pleshko & Heiens, 2015; Kim & Kim, 2016; Halim &
Hermawan, 2017; Ramaseshan, Wirtz, & Georgi, 2017).

The model depicted by the investigation hypotheses indicates that
the exogenous variables thus, CSR, customer satisfaction, service quality,
corporate image, trust perceived and value perceived described 63% of
variation in customer loyalty and can be regarded as small, medium and
substantial (Cohen, 1988). According to Cohen (1988), it is very important
to measure how substantial the significant effects are through assessing
their effect size. The effect size values f ? = 0.02 means small, f 2= 0.15 also
represent medium and f 2 = 0.35 denotes large effect sizes (Cohen, 1988).

Given this, the effect size measure indicates that corporate image (f 2
=0.008), CSR (f 2 = 0.009) and service quality (f 2= 0.011) all have a small
effect on customer loyalty as per Cohen’s f 2. Also, the effect size of
perceived trust (f 2 = 0.019) and perceived value (f 2 = 0.018) all have a
medium effect on customer loyalty. Likewise, customer satisfaction with (f
2 = 0.248) can be stated as having a medium impact on customer loyalty.
Besides, CSR (f 2= 0.615, 0.534) have large effects on customer satisfaction
and service quality respectively.

Following (Gotz, Liehr- Gobbers & Krafft, 2010; Hair et al., 2014)
position, a Q2 value higher than zero can be regarded as having a predictive
ability. Therefore, the predictive relevance Q?values of 0.02 represent small
predictive relevance, 0.15 denote medium predictive relevance and 0.35
suggest a large predictive relevance. Based on the test criterion (Q?)
assertion by (Gotz, Liehr- Gobbers & Krafft, 2010; Hair et al., 2014), a Q?=

0.331 shows that the exogenous constructs (CSR) has a medium relevance
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to predict customer loyalty (see Table 7). Also, a Q> = 0.193 and Q? = 0.154
shows that customer satisfaction and service quality respectively describes a

medium predictive importance for customer loyalty.

Control Analysis

The result in relations to control variables into the structural model
is presented (see Table 7). As indicated earlier, while the path coefficients
from perceived value and perceived trust to customer loyalty construct are
significant as well as positive, corporate image is not significant. However,
it can be stated that the introduction of these control variables into the
model does not alter the significance levels of the path coefficients in the
structural model without control variables. All other path coefficients in the

model are significant and largely support the hypotheses of the study.

Mediation Analysis

Table 8: Mediation Analysis

v MV DV Path coeff. S.E t-Stats  P-Values
CSR SQ CL 0.055 0.020 2.767 0.006
CSR CS CL 0.279 0.026  10.915 0.000

Source: Fieldwork, (2019)
Note: Independent Variables (I1V), Dependent Variable (DV), (MV)

Mediating Variable, Corporate Social Responsibility (CSR), Customer
Loyalty (CL), Customer Satisfaction (CS) and Service Quality (SQ).
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Figure 2: Path modeling and factor loading results.
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As disclosed in Table 7 as well as the path modeling and factor loading
results in figure 2, it can be deduced that banks socially responsible actions
thus, banks CSR plays an essential task that result into customer loyalty given
the path coefficient as ( = 0.080, p < 0.005). The path coefficient ( = 0.590,
p < 0.000) represent that banks engagement in CSR activities naturally compel
them to provide better service quality. Also, the path coefficient (f = 0.617, p
< 0.000) means that banks commitment to CSR activities help them to unearth
innovative ways to satisfy their customers. Likewise, this finding (f = 0.092, p
< 0.006) signifies that service quality provided by banks help them to highlight
the extent to which customers become loyal. Besides, this finding (f = 0. 452,
p < 0.000) depicts that satisfied customers finally becomes loyal customers.

From the above presentation, whereas, the path coefficient (B = 0.080,
p < 0.005) signifying significant nexus between CSR and customer loyalty, the
indirect effect (B = 0.055, p < 0.006) regarding CSR and customer loyalty is
also significant and positive as revealed in Table 8. Establishing from these
findings, it can be proven that service quality completely mediates CSR and
customer loyalty lending support to hypothesis 4. Thus, banks that engage in
CSR actions usually offer quality service such that, customers becomes loyal
to them. This finding is very important for banks involved in CSR endeavours.

The implication of this finding is that commercial banks that engage in
CSR activities are better positioned to offer improved quality service to attract
loyal consumers. Given this postulation, the result can be related to the prior
empirical works of some investigators in the CSR domain (Mandhachitara &
Poolthong, 2011; Joudeh & Dandis, 2018) that banks CSR events make

customers loyal and that, service quality completely mediates the nexus
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between CSR actions and customer loyalty. In addition, Mandhachitara and
Poolthong (2011) and Eklof, Podkorytova and Malova (2018) advanced that
the establishment of customer relationships have become essential in the
service industry because of the homogeneity of service offerings.

The results support previous work of Kay (2006) and Srinivas and Rao,
(2018) that a CSR effort by companies is often geared towards the provision of
service quality which lead to the formation of positive associations in the
customers mind. The findings tend to support the expectancy disconfirmation
theory that holds the position that, customers develop diverse expectations of
service quality from their own experience and use different measures in
evaluating satisfaction judgments (Oliver, 1997). It lends supports to Carroll’s
(2016) submissions that the primary responsibility of companies is to offer
quality service and products that meets the needs of customers as well as the
society.

Further, from the above arguments, whereas, the path coefficient (B =
0.080, p < 0.005) demonstrating significant connection regarding CSR and
loyal customers, this result (B = 0.279, p < 0.000) means that the indirect effect
regarding CSR and customer loyalty is significant as clearly revealed in Table
8. Hence, it can be well agreed that customer satisfaction mediates CSR and
customer loyalty hence, advancing support for hypothesis 7. The findings have
shown that loyal customers are primarily driven when they are satisfied and
satisfied customers are driven when CSR activities are implemented by banks.

The results connects to the previous work of some scholars in the CSR
domain (Walsh & Bartikowski, 2013; Hashem & Ali, 2019) that customer

satisfaction plays the mediating role in nexus concerning CSR practices and
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loyal customers. It has been advanced that this relationship is stronger in
German since customers attach greater importance to corporate philanthropic
events whiles US customers’ rate economic performance high. Again, the
finding supports the works of Luo and Bhattacharya (2006) that CSR affect
behavioural outcomes of customers such as loyalty through mediated path of
customer satisfaction.

Furthermore, the study provides support to expectancy disconfirmation
theory (Oliver, 1997) that if perceived performance of services exceeds prior
expectations, this will eventually result in a positive disconfirmation, which in

turn, will lead to satisfied customers.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

Introduction
This chapter presents the summary, conclusions and recommendations
of the study. The summary, conclusion and recommendations were based on

the objectives and the results established from the analysis and interpretations.

Summary of the Study

The thrust concerning this investigation relate to the intervening role of
quality service and satisfaction of customer in the nexus regarding CSR and
customer loyalty. The investigation was guided by these three objectives, thus,
to assess the impacts of CSR actions on customer loyalty; assess the role of
service quality in mediating the nexus regarding CSR and customer loyalty;
assess the role of customer satisfaction in mediating the nexus between CSR
and customer loyalty. The applicable literature and hypotheses showing the
associations among the variables of concern have been reviewed.

A convenience sampling technique was used to select 1, 200 customers
of all commercial banks in some selected townships in the Accra Metropolis
of Ghana. The study was guided by the explanatory research design with a
questionnaire administered to customers of all commercial banks. Further, the
study employed partial least square estimation (PLS-SEM) to analyze the data.
Moreover, two theories including the stakeholder and social identity theory as
well as Carroll’s pyramid of CSR have been reviewed as the main foundation

for the study.
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In addition, the study had some limitations. Principally, the limitations
were in relation to the sample size employed. Although, this study contributed
to our understanding of the mediating mechanisms through which CSR actions
could lead to banks loyal customers, it should be regarded as the first time
findings in the context of Ghanaian banking industry till other research work
reproduce that with tests from wide scope of firms. Furthermore, the collection
of data was through questionnaires due to its quantitative nature. In this sense,
some of the respondents felt they were too busy and reluctant in responding to

the instrument.

Summary of Findings
CSR practice and customer loyalty

The finding of this investigation contributes substantially to the CSR-
related works. First and foremost, the study advances the stakeholder theory
view that management of companies should be interested in addressing the
concerns of all key stakeholders of an organization (Freeman, 1984; Freeman,
Wicks & Parmar, 2004; Lee, 2008; Schaefer, 2008). Specifically, the
instrumental argument for embarking on CSR investments is supported given
that these activities brings about benefits such as customer loyalty which at the
long run will lead to better financial performance.

Furthermore, this study lends support to the social identity theory
which basically advocates that people tend to associate with companies with
enhanced reputation. CSR activities tend to project a positive image about an
organization and this tends to strengthen the loyalty of customers towards such

organizations (Stanaland, 2011).
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Service Quality Mediates the Linkage between CSR Practice and
Customer Loyalty

Moreover, the results extend findings of earlier studies in the nexus
concerning CSR and customer loyalty by clarifying the role of service quality
(Mandhachitara & Poolthong, 2011; Alafeshat & Alola, 2018; Joudeh &
Dandis 2018). Precisely, the findings provide empirical confirmation that the
effects of CSR actions on customer loyalty is intervened by quality service
(Du, Bhattacharya & Sen, 2007; Yuen & Chen, 2010; Mandhachitara &
Poolthong, 2011; Stan, Caemmerer & Cattan-Jallet, 2013; Eklof, Podkorytova
& Malova, 2018; Srinivas & Rao, 2018). This finding is also in the same
connection with the scholarly work of (Kay, 2006; Srinivas et al., 2018) that
CSR efforts by firms such as banks are often geared towards the provision of
service quality which lead to the formation of positive attitudes and behaviors
on the part of customers towards the organization.

The study documented that banks with better CSR activities are more
inclined towards providing better and improved service which eventually lead
to customer loyalty. Also, the findings support the expectancy disconfirmation
theory that holds the position that, customers develop diverse expectations of
service quality from their own experience and use different measures in
evaluating satisfaction judgments (Oliver, 1997). The results support Carroll’s
(2016) submissions that the primary responsibility of companies is to offer
quality service and products that meets the expectations of customers as well

as the society.
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Customer Satisfaction Mediates the Relationship between CSR Practice
and Customer Loyalty.

Similarly, the study documented the substantial mediating role that
customer satisfaction establishes in enlightening CSR practice and customer
loyalty connections (Chung, Yu, Choi & Shin, 2015). It has been advanced
that the outcome of socially mindful actions on loyal customers is principally
intervened by customer satisfaction (Ki & Kim, 2010; Pérez et al., 2013;
Walsh & Bartikowski, 2013; Saeidi, Sofian, & Saaeidi 2015; Hashem & Ali,
2019). The study evidence that banks with CSR policies are better positioned
to satisfy customers with their product and service which could result into
loyal customer base.

Also, this study gives support to the expectancy disconfirmation theory
(Oliver, 1997) that if perceived performance of services or products exceeds
previous expectations, this will finally result in a progressive disconfirmation,

which in turn, will lead to satisfied customers.

Conclusion

The thrust concerning this investigation relate to the intervening role of
quality service and satisfaction of customer in the nexus regarding CSR and
customer loyalty. The researcher however, contented that the conflicting
association regarding CSR actions and customer loyalty of banks may possibly
be due to the neglect of some important mediating factors such as service
quality and customer satisfaction in prior studies. Related with the study
objectives, seven hypotheses were confirmed through PLS technique.
However, the following conclusions were drawn from the findings when the
seven hypotheses were tested:
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To begin with, the study highlights evidence for the means through
which banks actions relating to CSR convert into loyal customers. The study
established the positive nexus between CSR and customer loyalty among
customers of all the commercial banks in Accra metropolis in UPSA, Madina,
Legon and Adenta branch. The researcher however, argued that looking at the
significant nexus concerning CSR and loyal customers, commercial banks can
enhance customer loyalty by engaging more in CSR activities.

Secondly, banks with better CSR policies are more inclined towards
fulfilling their CSR activities with better and improved service quality which
could result into loyal customers. In the same way, banks with CSR initiatives
are better positioned to satisfy customers with their product and service quality

which could result into customer loyalty.

Recommendations

The findings of this study provide some substantial implications for the
managers of commercial banks. Primarily, since it has been established that
CSR initiatives leads to an improvement in the quality of services offered by
banks which intend brings about customer loyalty, the study recommends that
managers of commercial banks should formulate and implement CSR policies,
which among other things, will be more focused on improving their service
quality to all key stakeholders such as customers. Decision makers of banks
needs to note that, even though, it may cost more initially to offer quality
service since that may demand the need to employ more competent employees,
the bank will benefit in the long run, because such investments lead to repeat

purchases and loyal customers.
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Next, the managers of the banks are entreated to use CSR activities as a
channel to stratify their customers. This is important because once customers
become satisfied, they tend to reward banks with repeat purchases.

Finally, based on the results from the mediation analyses, managers are
required to pay attention to the transmission mechanisms through which CSR
leads to customer loyalty. Although, there is a direct relationship between CSR
practices and customer loyalty, both service quality and customer satisfaction
partly play a role in this connection. It is therefore important for managers to
invest in other activities, besides CSR, that will promote service quality and

the satisfaction of their customers.

Suggestions for Further Research

It is believed that future investigation on CSR and customer loyalty
would be extended further to confirm the nexus in this current investigation.
Further studies should be conducted to analyze the moderating effects of
service quality and satisfaction of customers on the link regarding CSR and
customer loyalty, by extension, all the commercial banks in Ghana. Moreover,
this research depended on self-stated methods. Although, it has been opined
that errors in investigations of this nature are minor, the results of this study
can be adjusted accordingly by a similar source preference (Crampton &
Wagner, 1994; Spector, 2006). Hence, the researcher advocates that further
surveys should integrate better quality service ideas, satisfaction of customers

and CSR practices that hit loyal customers.
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APPENDICES
APPENDIX A: QUESTIONNAIRES

UNIVERSITY OF CAPE COAST
COLLEGE OF HUMANITIES AND LEGAL STUDIES
SCHOOL OF BUSINESS
DEPARTMENT OF MANAGEMENT STUDIES

QUESTIONNAIRE FOR CUSTOMERS

Dear Sir/Madam,

| am a student pursing Master degree in Commerce (Management) at the
University of Cape Coast. The focus of my research is to examine the effects
of Corporate Social Responsibility (CSR) on Customer Loyalty with Service
Quality and Customer Satisfaction playing the mediating roles. The main aim
of this questionnaire is to explore your views of the effects CSR has on
customer loyalty. Your cooperation and opinions are very important to the
success of the study and will be kept confidential. The information obtained
from the questionnaire will in no way reflect the identities of the individual

participating.

Section A: Demographic Data

Kindly provide the appropriate response and tick [V] the box that correctly
describes you.

1. Sex: Male Female| |

2. Age 21-31 years: 132-41 years| 142 -51 years| above 52 years
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3. Educational Qualification: Never been to school | JHS [| SHS/O*

level/ A level || Diplomal | First degree [ IMaster’s [_| PhD [ Other

4. Income per month below 1,000 11000 —1,50011,500 — 2,000 [

2,000 -2,500 [_lother...........

5. Would you describe yourself as a religious person?
Yes | Nol_]

Section B: Corporate Social Responsibility (CSR)
The table below shows statements with respect to your own feelings about
your bank’s corporate social responsibility (CSR) activities. Please indicate
your agreement with each statement by ticking (V) the most appropriate
column: Where 1 represent a least agreement whilst 7 represent a highest

agreement.

Section B: Corporate Social Responsibility 1 /2 3|4 |5 |6
(CSR)

Economic Aspect

My bank employs each process to reply every
customer’s dissatisfaction.

The bank’s service quality is successively
enhanced.

Customer satisfaction is utilized as an indicator of
my bank’s business performance.

My bank’s profits have been successfully
maximized.

Great efforts are exerted to lower the operating
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costs by my bank.

Legal Aspect

The directors of my bank are instructed about
applicable environmental laws.

My bank’s products satisfy legal standards.

My bank’s contractual agreements are always
respected.

My bank strives to consent to all laws pertaining
to hiring and employee benefits.

Non-discrimination among employees in
compensation and promotion is supported by
internal procedures in my bank.

Ethical Aspect

My bank has an inclusive code of conduct.

My bank’s staffs are obliged with professional
standards.

Senior managers supervise the possible negative
effects of the bank’s activities in my society.

Justice toward workers and business partners is an
essential section of my bank’s staff assessment
procedure.

My bank provides all customers with full and
precise information by sales assistants and staffs.

Discretionary Aspect

My bank offers more competitive salaries than
any other bank.

The staffs of my bank are encouraged to join civil
society that supports our community.

Elastic corporate procedures allow staffs of the
bank to better harmonize profession and personal
life.

My bank support collaboration with local
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businesses and schools.

Local sports and cultural activities are encouraged
by my bank.

Section C: Service Quality
The table below shows the perceptions about the service quality offered by
your bank to its customers. Please indicate the degree of your agreement with
each statement by ticking (V) the most appropriate column: Where 1

represent a least agreement whilst 7 represent a highest agreement.

Section C: Service Quality 1 12 |3 |4 5|6

Tangibles dimension

My bank has modern looking equipment.

My bank'’s physical facilities are visually appealing.

My bank employees are well dressed and appear
neat.

Materials associated with the service such as
pamphlets or statements are visually appealing at
my bank.

Reliability dimension

When my bank promises to do something by a
certain time it does so.

When | have a problem, my bank shows sincere
interest in solving it.

My bank performs service right at the first time.

The bank provides its services at the time it
promises to do so.
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My bank keeps its records accurately.

Responsiveness dimension

My bank keeps customers informed when new
services will be introduced.

Employees in my bank give me prompt services.

Employees of my bank are always willing to help
customers.

Employees of my bank are never too busy to
respond to my requests promptly.

Assurance dimension

The behaviour of employees in my bank instils
confidence in me.

| feel safe in my transactions with my bank.

Employees of my bank are polite.

Employees in my bank have knowledge to answer
my questions.

Empathy dimension

My bank gives individual attention.

My bank has employees who give me personal
attention.

Employees of my bank know what my needs are.

The bank has my interests at heart.

My bank has operating hours that are convenient to
all its customers.
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Section D: Customer Satisfaction
The table beneath seeks to identify the level of your satisfaction from your
bank. Please indicate the degree of your agreement with each statement by
ticking (\) the most appropriate column: Where 1 represent a least agreement

whilst 7 represent a highest agreement.

Section D: Customer Satisfaction 1|2 3 14 |5|/6|7

Based on all my experience with my bank; 1
am very satisfied with the banking services it
provides.

My choice to use my bank was a wise one.

Overall, | am satisfied with the decision to use
this bank.

I think | did the right thing when | decided to
use this bank for my banking needs.

My overall evaluation of the services provided
by my bank is very good.
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Section E: Customer Loyalty
The table below seeks to identify your loyalty with your bank. Please indicate
your agreement with each statement by ticking (\) the most appropriate
column: Where 1 represent a least agreement whilst 7 represent a highest

agreement.

Section E: Customer Loyalty 1 /2 |3 |4 |56 |7

| recommend my bank to someone who seeks
my advice.

| say positive things about my bank to other
people.

| encourage friends and relatives to do
business with my bank.

| consider my bank as first choice for any
banking services.

I will do more business with my bank in the
next few years.
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Section F: Perceived Value
Below are the various statements of perceived value on customer loyalty.
Please indicate the level of your agreement with each statement by ticking (V)
the most appropriate column: Where 1 represent a least agreement whilst 7

represent a highest agreement.

Section F: Perceived Value 1 12 |3 4 /516 |7

My bank’s service fees are fair and reasonable.

My bank offers the best service for the bank
charges | had to pay.

My bank provides high quality customer services.

The bank creates positive atmosphere.

| feel relaxed when in my bank.

| feel safe keeping money in my bank.

| feel trust and confident in my bank.

140

Digitized by Sam Jonah Library




© University of Cape Coast https://erl.ucc.edu.gh/jspui

Section G: Perceived Trust
Below are the various statements with respect to perceived trust on customer
loyalty. Please indicate the degree of your agreement with each statement by
ticking (V) the most appropriate column: Where 1 represent a least agreement

whilst 7 represent a highest agreement.

Section G: Perceived Trust 1 12 |3 4 |56 |7

My bank has a reputation for being honest.

My bank has a reputation for being reliable.

The bank is responsible.

The bank understands customers.

My bank is always professional.

My bank acts with good intentions.
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Section H: Corporate Image
Below are the various statements of corporate image on customer loyalty.
Please indicate the degree of your agreement with each statement by ticking
(\) the most appropriate column: Where 1 represent a least agreement whilst 7

represent a highest agreement.

Section H: Corporate Image 1 12 |3 4 |5|6 |7

My bank’s product and services has a good
reputation.

The bank is innovative and pioneering in its
service delivery.

The bank in its service delivery is persuasive.

I believe that my bank has a better image than its
competitors.

The bank aims much effort to the benefits of the
community.

The performance of my bank is superior to that of
competitors.

Thank you for your participation.
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APPENDIX B

CRONBACH ALPHA VALUES FOR THE VARIABLES

Construct Cronbach Alpha
Corporate Social Responsibility 0.877
Service Quality 0.855
Customer Satisfaction 0.788
Customer Loyalty 0.739
Perceived Value 0.714
Perceived Trust 0.706
Corporate Image 0.701
Table 4: Model fit
Saturated Estimated Model
Model
SRMR 0.059 0.092
d_ULS 1.820 4.507
d G 0.452 0.552
Chi-Square 3,040.229 3,457.227
NFI 0.770 0.738
rms Theta 0.109
Table 5: Summary of Measurement of Scale
Latent Indicators Mean SD Loadingg CR AVE Cronbach
Variable Alpha
Corporate Social Responsibility 0.853 0.500 0.794
CSR1 5,581 1.157 0.701
CSR2 5815 1.032 0.760
CSR3 5.622 1.120 0.707
CSR 4 5,886 1.078 0.695
CSR5 5,835 1.077 0.672
CSR7 5949 1.054 0.673
Customer Loyalty 0.836  0.560 0.738
L2 5999 0944 0.732
L3 6.048 0931 0.746
L4 6.096 0.952 0.769
L5 6.237 0964 0.746
Service Quality 0.816 0.500 0.719
SQ1 5.689 1.091 0.660
SQ?2 5.895 0984 0.723
SQ 11 5.867 1.047 0.704
SQ 14 5750 1.023 0.662
SQ 15 5,952 1.018 0.681
Customer Satisfaction 0.855 0.542 0.788
CS1 5.688 0.983 0.712
CS2 5.957 0.956 0.784
CS3 5.975 0979 0.730
CS4 6.005 0915 0.709
CS5 6.274 0918 0.742
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Perceived Value

0.813 0.521 0.700

PV 4 5.938 0.903 0.708
PV 5 5.982 0.944 0.699
PV 6 6.080 0.910 0.716
PV 7 6.213 0.980 0.762
Perceived Trust 0.798 0.500 0.700
PT1 5792 1.013 0.707
PT3 5.927 0.950 0.688
PT5 6.080 0.955 0.726
PT6 6.157 0.954 0.697
Corporate Image 0.782 0.500 0.700
Cl1 5.605 0.928 0.665
Cla 5878 0.880 0.718
CiI5 6.013 0.962 0.680
Cl6 6.147 0912 0.685

Source: Fieldwork

Table 6: Discriminant and Convergent Validity of Constructs for Model.

Cl CSR CL CS PT PV SQ
Cl 0.687
CSR 0.550 0.702
CL 0.570 0.585 0.748
CS 0.565 0.617 0.745 0.746
PT 0.614 0.553 0.627 0.623 0.705
PV 0.560 0.522 0.590 0.581 0.626 0.722
SQ 0.569 0.590 0.593 0.601 0.604 0.539 0.686
Source: Fieldwork
Table 7: Summary of Findings
v DV Path S.E t-Stats P- R? f? Q> VIF
coeff. Values
Cl CL 0.076 0.034 2223 0.027 0.628 0.008 0.331 1.970
CSR CL 0.080 0.028 2.807 0.005 0.628 0.009 0.331 1.967
CSR CS 0.617 0.025 24.539 0.000 0.381 0.615 0.193 1.000
CSR SQ 0590 0.025 23.191 0.000 0.384 0.534 0.154 1.000
CS CL 0452 0.037 12.337 0.000 0.628 0.248 0.331 2.211
PT CL 0.127 0.034 3.751 0.000 0.628 0.019 0.331 2.301
PV CL 0.115 0.035 3.300 0.001 0.628 0.018 0.331 1.955
SQ CL 0.092 0.033 2.788 0.006 0.628 0.011 0.331 2.047
Source: Fieldwork
Table 8: Mediation Analysis
v MV DV Path coeff. S.E t-Stats  P-Values
CSR SQ CL 0.055 0.020 2.767 0.006
CSR CS CL 0.279 0.026  10.915 0.000
Source: Fieldwork
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APPENDIX C

PATH MODELING AND FACTOR LOADING RESULTS
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Figure 3: Significance of factor loadings and path coefficient.
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