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Abstract. The banking sector in Vietnam is under enormous pressure today due to
competition arising from the integration of Vietnamese economy into the world
economy. Survival and success of this sector significantly depend on customer
loyalty which has mostly been built on the recognition of banks' social
responsibility and their provision of inclusive services, generally known as financial
inclusion. The recognition of social responsibility from the banking sector and its
strategy on financial inclusion has largely been ignored in current literature, in
particular for Vietnam. This study has been conducted to examine the impact of
corporate social responsibility (CSR), financial inclusion inter alia, on customer
loyalty in the banking sector in Vietnam. The pyramid model is utilized in this
papert, including various CSR factors/attributes such as philanthropic
responsibility, ethical responsibility, legal responsibility, economic responsibility,
customers-centric strategy and bank reputation. A sample of 368 responses to the
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well-defined questionnaires has been collected from the commercial banks in
Vietnam in 2019. The structural equation modelling is utilized. The findings from
this paper indicate that philanthropic responsibility of the banking sector has the
most substantial impact on customer loyalty, followed by customer-centric strategy.
Improving the aspects of CSR programs, in patticular customer-centric strategy,
will lead to improved extent of financial inclusion which currently attracts attention
of Vietnamese government and practitioners. Doing so will improve the reputation
of banks and enhance customer loyalty, thus preparing banks for competition in
the near future.

Keywords: financial inclusion, corporate social responsibility, customer loyalty,
structural equation modelling, Vietnam.

JEL Classification: 1.26, .69, M14

1. INTRODUCTION

The concept of corporate social responsibilities (CSR) has been an integral part of business operations
since its inception. Initially, it has been considered as a mechanism to fulfil social responsibility of
corporations. However, firms are increasingly recognizing CSR as a channel for profit maximization.
Investment in CSR has been increasing significantly in the recent years, in particular in emerging markets.
Possible impacts of CSR on the performance includes higher market value and improved financial
performance.

The effect of customer loyalty on firm performance has been extensively examined. Intuitively,
increasing CSR activities are expected to positively impact customer loyalty. However, empirical studies
have failed to produce consistent results in this regard. Perez and Rodriguez del Bosque (2013) decomposed
CSR into three dimensions and examined their impacts on customers in Spain. They found that perception
of customer-centric CSR initiatives positively affects recommendation to new customers and repurchase
behaviours. Carrigan and Attalla (2001), using focus group discussions, found no evidence suggesting ethical
conduct of companies translates into desirable customer purchasing behaviours. In Thailand, analyzing the
survey sample of 275 bank customers, Mandhachitara and Poolthong (2011) confirmed the existence of a
strong and positive association between CSR and attitudinal loyalty, with perceived service quality mediating
the relationship. Berens et al. (2005) consider the effect of corporate brand dominance on the relationship
between corporate associations and product evaluations. The results show that with both consistent
branding and endorsed strategy, CSR associations do not exert a positive influence on customer product
attitudes.

In Vietnam, CSR is becoming more popular. Local Vietnamese firms have started paying attention
and actively implementing CSR programs recently. Such programs are generally considered as a channel
through which companies can promote their professional images and social responsibilities (Tran Anh
Phuong, 2017). The banking sector plays a leading role in constructing and implementing various CSR
programs by providing more inclusive services in order to enhance customer loyalty, for example,
Sacombank, ACB and many others.

However, there have been very few studies with the focus on CSR and e inclusive provision of products
and services within the banking sector in Vietnam. In particular, to the best of our knowledge, no study has
been conducted to investigate the impact of CSR programs with the focus on the aspect of financial

inclusion on customer loyalty in the banking sector in Vietnam. Financial inclusion is generally considered
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as the process which is developed to ensure that access to financial services is available and affordable to
vulnerable groups, such as disadvantaged segments and low-income groups (Van et al., 2019, 2020; Nguyen
et al., 2020). The banking sector has been playing and contributing significantly to economic growth and
development of Vietnam, an emerging market in the Southeast Asian region.

The study is organized as follows. Following this introduction, Section 2 presents a literature review
on CSR and its constructs. Research hypotheses are then developed in Section 3. Section 4 discusses the
research methodology, including both qualitative and quantitative techniques. The empirical results are
presented in Section 5, followed by concluding remarks and implications in Section 6 of the paper.

2. LITERATURE REVIEW

2.1. Corporate social responsibility

Corporate social responsibility (CSR) is defined as "the obligation of traders to pursue policies to make
decisions or to take necessary actions regarding goals and values for society” (Bowen, 1953). The CSR is
generally considered a firm commitment from businesses to contribute to sustainable economic
development by working with all stakeholders, including employees, local communities and the society
(Wotld Bank, 2001). Its engagement is usually manifested using various business activities (Kotler and Lee,
2005). From a different perspective, CSR sets a minimum behavioural standard which aims to provide no
harms to stakeholders.

Studies on CSR have pointed out that CSR is a multidimensional structure, and that its various
constructs are dependent upon their context (Galbreath and Shum, 2012; Jamali, 2008). For instance,
Salmones et al. (2005) consider that CSR consists of three different aspects: economic responsibility, ethical-
legal and charitable aspects. From a different perspective, Gonzalez-Rodriguez et al. (2015) assert that the
concept of CSR is established based on common, present and accepted viewpoints. Van Marrewijk (2003),
on the other hand, conclude that CSR refers to corporate activities as the inclusion of social and
environmental concerns in business activities and during interactions with the stakeholders. The most
commonly accepted CSR constructs come from Caroll (1991). The author argues that the concept of CSR
should be framed in such a way that can capture an entire range of business responsibilities. On this basis,
the pyramid of CSR is developed, including four constructs/responsibilities as below.

First, an economic responsibility refers to the ultimate goal of maximizing profits from any business.
This goal is considered as a primary motive for entrepreneurship. Second, legal responsibility refers to the set
of laws and regulations that corporations are expected to comply as the basis and grounding rules. A social
contract is established in which firms must pursue economic targets within the framework of the law. Third,
ethical responsibility embraces business practices that are prohibited by the members of the society where
businesses operate. These practices may not be regulated in any law or regulations. It embodies the standards
and norms that reflect a concern for what the community deems as fair. Fourth, a philanthropic responsibility
consists of actions in response to society’s expectation of businesses being good corporate citizens. The
primary examples include humanitarian or charitable activities. The difference between philanthropic
responsibility and ethical responsibility is that the former is not expected in a moral sense. Philanthropic
actions from business organizations are expected from society. However, the business image would not be
deteriorated without them.
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2.2. Corporate reputation and customer loyalty

Reputation refers to a collective term referring to all stakeholders' view of corporate reputation,
including identity and image. It is the overall estimation of an organization based on its past actions and
future behaviour. Reputation is generally considered one of the most valuable assets in organizations.
Reputation is an intangible asset. Findings from various studies have shown that a good reputation increases
corporate worth and provides a sustained competitive advantage. A good reputation can lead to numerous
strategic benefits such as lowering costs, attracting customers, allowing firms to charge premium prices and
increasing profitability.

In addition, customer loyalty represents the willingness to continue buying products and services
(Chaudhuri and Holbrook, 2001). Oliver (1999) refers to loyalty as customer impression on the brand, which
will create a competitive advantage for businesses. Customers will be willing to pay more for the brand they
love because of the value they perceive from the product or service. Loyal customers are also willing to
spend time and money searching for their favourite brands and are less responsive to promotions of

competitors.

3. RESEARCH HYPOTHESES

3.1. Corporate social responsibility and customer loyalty

Research hypotheses between five distinct attributes of the CSR and customer loyalty are developed.

First, findings from many studies confirm a positive relationship between philanthropic responsibility,
brand image and customer loyalty (Yusof et al., 2015; Wul et al., 2014; Khan et al., 2014). We consider that
charity-related activities play a significant role in changing corporate images in public perception, in
particular for developing countries.

Hia: Philanthropic responsibility has a positive effect on customer loyalty

Second, many studies have been conducted to examine the relationship between ethics, trust and
customet loyalty (Yusof et al., 2015; Khan et al., 2014; Wul et al., 2014; Reast, 2005; Ballester and Aleman,
2001). From these studies, trust is believed to enhance customer loyalty by inducing repeated purchases. We
consider that companies that align their corporate responsibility strategy with ethical values can gain a
competitive advantage.

H7b: Ethical responsibility has a positive effect on customer loyalty

Third, many studies have recognized corporate responsibility and fairness to public authorities as an
important element of the CSR (Maignan, 2001; Salmones et al., 2005; Turker, 2009). Previous studies
conclude that the extent to which banks are considered to respect the standards defined in the law positively
affects customer loyalty (Pérez, 2013; Choi and La, 2013). We consider that any company has a responsibility
to comply fully with the provisions of the law, to abide by the rules set forth by the regulators.

Hie: Legal responsibility has a positive effect on customer loyalty

Fourth, Carroll's pyramid model (1991) places economic responsibility at the end of the pyramid. This
means that a business will only perform social responsibilities well when it fulfils its economic
responsibilities by maximizing profits and bringing economic benefits to its stakeholders.

H1d: Economic responsibility has a positive effect on customer loyalty
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Fifth, customer-centric CSR initiatives have a significant impact on consumer behaviour and attitudes
(McDonald, 2010). We consider that when customers feel enthusiastically supported by the company, they
tend to return more. In the banking sector, product quality, reasonable prices, creative services, polite staff
behaviour and attitudes, good customer service handling are all aspects of placing a customer in the centre.

Hie: Customer-centric strategy bas a positive effect on customer loyalty

3.2. Corporate social responsibility and corporate reputation

Corporate reputation is the result of corporate governance and behaviour. The way customers perceive
CSR activities, and the quality of their relationship with the company are the important factors in
determining their response (Bhattacharya et al., 2009). These arguments indicate that bank reputation as a
valuable intangible asset has the potential to mediate the effects of the CRS on customer loyalty. This study
uses signal theory as a framework to explain this intermediary effect, namely the relationship between CSR,
bank reputation and customer loyalty. Company actions and strategic choices send signals to stakeholders
who are then used to build impressions and develop attitudes and responses behaviour (Basdeo et al., 20006).
CSR practices provide customers with signals of corporate prestige (Hsu, 2012), affecting their reaction to
the market. We suggest that the impact of CSR awareness on loyalty is mediated by bank reputation. Based

on these arguments, the following hypotheses concerning the CSR and corporate reputation are considered.

H2a: Philanthropic responsibility has a positive effect on its reputation

H2b: Ethical responsibility has a positive effect on its reputation

H2¢: Legal responsibility has a positive effect on its reputation

H2d: Economic responsibility has a positive effect on its reputation

H2e: Customer-centric (inclusion) strategy has a positive effect on its reputation

3.3. Corporate reputation and customer loyalty

Corporate reputation is considered an important determinant of loyalty (Fombrun, 1996). Good
corporate reputation helps reinforce trust and customer acquisition behaviour (Nguyen and Leblanc, 2001).
The reputation of the company is a prerequisite for forming loyal customers (Bae and Cameron, 2006). As
such, we believe that when a business engages or enhances its CSR, it can be greatly appreciated by
customers and employees.

H3: Corporate reputation has a positive effect on customer loyalty

Figure 1 below present our hypotheses.
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H2a
Philanthropic responsibility Corporate reputation
H2b
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H2c
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Customer—centr.ic . (.Inclusion) Hle Customer loyalty
responsibility

Figure 1. Research hypotheses
Source: own compilation

4. METHODOLOGY AND DATA

4.1. Qualitative research

In order to explore the potential constructs of CSR impacting customer loyalty, we employ two
qualitative research techniques: face-to-face interview and focus group discussion.
—  Face-to-face interviews: The interviews were conducted with five management-level staffs from
four major banks in Vietnam.
—  Focus group discussions: Focus group discussions were conducted with ten respondents from
various industries. The purpose is for the respondent groups to assess the comprehensiveness
of each construct in the scale.

4.2. Quantitative research

Survey administration

We conducted onsite surveys at four commercial banks in Ho Chi Minh City, Vietnam including Saigon
Thuong Tin Commercial Joint Stock Bank (Sacombank), Asia Commercial Bank (ACB), Vietnam Bank for
Agriculture and Rural Development (Agribank) and Vietnam Joint Stock Commercial Bank for Industry
and Trade (Vietinbank). The surveys were administered between January and May 2019. About 200
questionnaires were distributed to the bank branches. Customers using any bank service at a minimum of
12 times in the past year are invited for the survey. In addition, another 200 survey questionnaires were sent
to customers via email by banks’ staff. We received 368 fully answered questionnaires.
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Survey constructions
All factors in the model, including Philanthropic responsibility, Ethical responsibility, Legal
responsibility, Economic responsibility, Customer-centric, Corporate reputation and Customer Loyalty
were surveyed on a 5-point Likert scale (1= Strongly disagree, 5= Strongly agree).
Table 1

Surveyed questions

Philanthropic responsibility

TN1 | Employees of bank X always actively participate in charitable activities in local areas

TN2 | Bank X always has a support program for education institutions

TN3 | Bank X always improve the standard of living in local areas

TN4 | You expect bank X to make regular contributions to charities, orphanages and welfare organizations

TN5 | You expect bank X to regulatly sponsor social events

TNG6 | You want bank X to focus not only on profits but also on social welfare

Ethical responsibility

DD1 | Bank X always operates in accordance with the ethical standards and social expectations.

DD2 | Bank X always recognize and respect new ethical standards

DD3 | Bank X always prevents unethical behaviour from achieving its own goals

DD4 | Bank X always strives to be the best bank

DD5 | Bank X processes transactions ethically (honest with customers)

DD6 | You expect bank X to focus on ethical principles rather than on economic efficiency

DD7 | You expect bank X to be transparent about its products and services

DDS8 | You encourage products and services from bank X to maintain the ethical standard

DD9 | You expect bank X to actively build trust in their customers

Legal responsibility

PL1 | Bank X operates in a manner consistent with government policy and the law

PL2 | Bank X always comply with regulations of different localities

PL3 | Bank X always fulfils its legal obligations

PL4 Bank X meets the minimum legal requirements relating to products and services

Economic responsibility

KT1 | Bank X always focus on maximizing profits

KT2 | Bank X is always committed to profitability

KT3 | Bank X has a strong competitive position
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KT4

Bank X always wants to be the most profitable organization

Customer-centric responsibility

TT1 | Employees of bank X are responsible for customet's complaints

TT2 | You have high expectation for products and services from bank X

TT3 | Employees of bank X are efficient and reliable

TT4 | Employees of bank X resolve customer's complaints well

TT5 | Employees of bank X must be more responsible with customer’s replies

TT6 | Employees of bank X have positive attitudes and behaviours in customer service
TT7 | Bank X has capable personnel

Corporate reputation

DT1 | Bank X is recognized by customers as a successful organization
DT2 | Bank X is recognized by customers as a professional organization
DT3 | Bank X is a very friendly organization

DT4 | The reputation of bank X is highly rated

DT5 | Bank X is a reliable organization

DT6 | Bank X is an organization that conveys good emotions

DT7 | Bank X is an admirable organization

DT8 | Bank X is a respectable organization

Customer loyalty

LT1 | You want to introduce bank X to everyone

LT2 | You want to continue using services from bank X

LT3 | You want to introduce bank X to colleagues, family, friends

LT4 | Banks that display CSR are your first choices

LT5 | You identify yourself as a loyal customer to banks that display CSR
LT6 | You will not use services in another bank if they exist at bank X
LT7 | You receive values equivalent to your money (if banks display CSR)
LT8 | You will consider choosing banks in a couple of years.
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Data analysis

The collected data were selected, coded and entered into SPSS and AMOS software. They were
processed in the following steps:

Step 1: Descriptive statistics

Step 2: Test for internal consistency using Cronbach’s alpha.

Step 3: BExploratory Factor Analysis (EFA)

Step 4: Confirmatory Factor Analysis (CFA)

Step 5: Structural equation modelling (SEM)

4.3. Data

52.4 per cent of the respondents in the survey are male with the mean age of above 31. Office workers

account for 38 per cent - the highest proportion of any occupation group. Respondents without college

degrees have the lowest bank usage rate at 30 per cent. Graduate-level respondents record the highest rate

at 41 per cent. Respondents have used bank services between 3 — 5 years (29 per cent), followed by the

group with less than 1-year experience (26 per cent).

5. RESULTS

5.1. Various tests

Concerning Cronbach's alpha, a commonly accepted rule when assessing Cronbach’s alpha is that if

the alpha is higher than 0.7, internal consistency is at an acceptable rate. Cronbach's alpha for all factors in

the model is higher than 0.8. As such, internal consistency is validated.

Table 2
Cronbach’s alpha
No. Factor Variable Cronbach’s alpha Item-to't al Cronbac.h ’s alpha when
correlation removing measures
TNTN1 0.758 0.895
TNTN2 0.733 0.899
1 Philanthropic TNTN3 0.912 0.753 0.896
responsibility TNTN4 ' 0.745 0.897
TNTN5 0.763 0.895
TNTNG 0.767 0.894
TNDD1 0.748 0.926
TNDD2 0.785 0.924
TNDD3 0.745 0.926
Ethical TNDD4 0.767 0.925
2 resp(:ﬂ;?gmw TNDD5 0.933 0.729 0.927
’ TNDDG6 0.720 0.927
TNDD7 0.756 0.925
TNDD8 0.778 0.924
TNDD9Y9 0.728 0.927
TNPL1 0.700 0.838
e TNPL2 0.706 0.836
3 Legal responsibility TNDPL3 0.868 0750 0818
TNPL4 0.717 0.831
TNKT1 0.676 0.812
4 Economic TNKT2 0.848 0.679 0.810
responsibility TNKT3 ' 0.684 0.809
TNKT4 0.707 0.798
5 Customer centric KHLTT1 0.915 0.712 0.906
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KHLTT2 0.769 0.900

KHLTT3 0.765 0.900

KHLTT4 0.741 0.903

KHLTT5 0.759 0.901

KHLTT6 0.715 0.905

KHLTT7 0.723 0.905

DTNH1 0.760 0.899

DTNH2 0.718 0.903

DTNH3 0.720 0.902

6 Corporate DTNH4 0.914 0.680 0.906
reputation DTNH5 ’ 0.711 0.903
DTNHG6 0.707 0.904

DTNH7 0.727 0.902

DTNHS8 0.716 0.903

LTT1 0.761 0.919

LTT2 0.742 0.920

LTT3 0.750 0.920

LTT4 0.778 0.917

7 Customer loyalty TTT5 0.929 0739 0.920
LTT6 0.791 0.916

LTT7 0.743 0.920

LTT8 0.734 0.921

Note:: TNTN for Philanthropic responsibility; TNDD for Ethical responsibility; TNPL for Legal responsibility; TNKT for
Economic responsibility; KHLTT for Customer-centric responsibility; DTNH for Corporate reputation; LTT for
Customer loyalty.

Source: own compilation

Table 3 presents results from the Kaiser-Meyer-Olkin (KMO) and Bartlett’s test. The KMO measure
of sampling adequacy is close to 1.00, indicating that factor analysis may be useful with the collected data.

Table 3
KMO and Bartlett’s test
Condition Conclusion
KMO 0.971 0.5=<KMO =1.0 Accepted
Sig. (Bartlett testing) 0.000 <0.05 Accepted
Eigenvalue 1.204 =1.0 Accepted
o -
/o Cumulation of 61.718% > 50% Accepted
Eigenvalue

Source: own compilation

Our exploratory factor analysis (EFA) analysis indicates that all factor loadings are higher than 0.65.
Since factor loadings can be interpreted as standardized regression coefficients, there exists a very strong
correlation between the factors and latent variables. In addition, results from the confirmatory factor analysis
(CFA) confirm the consistency and validity of the factors in the model. In particular, all of the critical
statistics, including Chi-square (1.117), P-value (0.007), RMSEA (0.018), CFI (0.987) and TLI (0.986), have
satisfied the conditions. Moreover, the standardized weights being greater than 0.5 and statistically
significant at the 5 per cent level confirm the convergent criterion. The unidirectional rule is also satisfied
because the estimates are statistically different from 1, implying no correlation between the factors. We
employ Joreskog’s (1971) test to assess the reliability of the scale. The test consists of two criteria: (i) General
reliability coefficient (= 0.7) and (i) Total variance extracted (= 0.5). Results in Table 4 confirm the validity
of the scale.
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Table 4
Testing for general reliability coefficient and total variance extracted
General Total
N 1-22 A2 reliability variance
coefficient extracted

TNDD7 — TNDD 0.780 0.392 0.608
TNDD4 — TNDD 0.796 0.366 0.634
TNDD1 — TNDD 0.775 0.399 0.601
TNDD2 — TNDD 0.820 0.328 0.672

TNDD9 — TNDD 0.755 0.430 0.570 0.933 0.609
TNDDS8 — TNDD 0.810 0.344 0.656
TNDD3 — TNDD 0.774 0.401 0.599
TNDDG6 — TNDD 0.750 0.438 0.563
TNDD5 — TNDD 0.762 0.419 0.581
DTNHS5 — DTNH 0.741 0.451 0.549
DTNH1 — DTNH 0.801 0.358 0.642
DTNH2 — DTNH 0.750 0.438 0.563
DTNH3 — DTNH 0.755 0.430 0.570

DTNH4 — DTNH 0.711 0.494 0.506 0914 0570
DTNHS8 — DTNH 0.759 0.424 0.576
DTNHO6 — DTNH 0.746 0.443 0.557
DTNH7 — DTNH 0.775 0.399 0.601
KHLTT3 — KHLTT 0.801 0.358 0.642
KHLTT4 — KHLTT 0.775 0.399 0.601
KHLTT2 — KHLTT 0.808 0.347 0.653

KHLTT5 — KHLTT 0.802 0.357 0.643 0.916 0.608
KHLTT7 — KHLTT 0.761 0.421 0.579
KHLTTG6 — KHLTT 0.755 0.430 0.570
KHLTT1 — KHLTT 0.755 0.430 0.570
LTT4 — LTT 0.809 0.346 0.654
LTT1 — LTT 0.793 0.371 0.629
LTT7 — LTT 0.770 0.407 0.593
LTTS — LTT 0.761 0.421 0.579

LTT5 — LTT 0.767 0.412 0.588 0929 0619
LTT2 — LTT 0.774 0.401 0.599
LTT3 — LTT 0.785 0.384 0.616
LTT6 — LTT 0.834 0.304 0.696
TNTNI1 — TNTN 0.796 0.366 0.634
TNTNG — TNTN 0.811 0.342 0.658
TNTN3 — TNTN 0.789 0.377 0.623

TNTN5 — TNTN 0.804 0.354 0.646 0912 0633
TNTN2 — TNTN 0.772 0.404 0.596
TNTN4 — TNTN 0.802 0.357 0.643
TNPL3 — TNPL 0.831 0.309 0.691
TNPL4 — TNPL 0.793 0.371 0.629

TNPL2 — TNPL 0.767 0.412 0.588 0868 0622
TNPL1 — TNPL 0.761 0.421 0.579
TNKT3 — TNKT 0.747 0.442 0.558
TNKT1 — TNKT 0.740 0.452 0.548

TNKT2 — TNKT 0.759 0.424 0.576 0848 0.582
TNKT4 — TNKT 0.805 0.352 0.648

Note: TNTN for Philanthropic responsibility; TNDD for Ethical responsibility; TNPL for Legal responsibility; TNKT for
Economic responsibility; KHLTT for Customer-centric; DTNN for Corporate reputation; LTT for Customer loyalty.

Source: own compilation
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5.2. A structural equation modelling

We now move to our analysis using structural equation modelling. Figure 2 below presents the results
of model testing. All statistical figures satisfy the prerequisite conditions: Chi-square (1.9406) statistically
significant at 1 per cent level, RMSEA (0.051), CFI (0.918), TLI (0.913).
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Figure 2. Structure equation modeling
Note TNTN for Philanthropic responsibility; TNDD for Ethical responsibility; TNPL for Legal responsibility; TNKT
for Economic responsibility; KHLTT for Customer-centric; D'TNH for Corporate reputation; LTT for Customer
loyalty.
Source: own compilation

Findings from this study can be summarized as follows.
- First, in relation to the effects of the CSR to customer royalty, findings from this paper confirm
that four attributes of the CSR programs from banks have a positive effect on customer loyalty.
These attributes include (i) philanthropic responsibility; (i) ethical responsibility; (iil) economic
responsibility; and (iv) customer-centric strategy. Interestingly, findings from this paper fail to
confirm the effect of "legal responsibility” aspect of the CSR to customer loyalty in Vietnam.
Table 5 presents the estimation of the non-standardized coefficient from SEM.
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Table 5:
Estimation of non-standatrdized coefficients
Relationship Non—standgrdized Standardized P- Hypothesis testing
coefficient coefficient value
DTNH “— TNDD 0.362 0.472 HoHK Accept H2b
DTNH “— KHLTT 0.270 0.371 HoHK Accept H2e
DTNH — TNTN 0.084 0.116 HoHK Accept H2a
DTNH — TNPL -0.045 -0.065 0.187 Reject H2c
DTNH “— TNKT 0.103 0.135 oAk Accept H2d
LTT — DTNH 0.270 0.259 ook Accept H3
LTT — TNDD 0.150 0.188 ook Accept H1b
LTT — KHLTT 0.297 0.392 ook Accept Hle
LTT — TNTN 0.274 0.363 ook Accept Hla
LTT — TNPL -0.006 -0.009 0.845 Reject Hlc
LTT — TNKT 0.118 0.149 ook Accept H1d

Note: *** means significant at 1 per cent

Note: DTNH for Corporate reputation; LTT for Customer loyalty; TNTN for Philanthropic responsibility; TNDD for Ethical
responsibility; TNPL for Legal responsibility; TNKT for Economic responsibility; KHLTT for Customer-centric;

Source: own compilation

- Second, in relation to the effects from the CSR’s attributes to corporate reputation, except for

“legal responsibility” aspect of the CSR, all other attributes of the CSR are found to positively
affect the corporate reputation in Vietnam.
- Third, this study finds a positive effect from corporate reputation to customer loyalty in the

banking sector in Vietnam.

5.3. Robustness analysis using a bootstrap method

The bootstrap method uses the resampling technique by repeating sampling with replacement 1,000
times. The mean value is calculated after each bootstrap sample, which is then compared with the
standardized estimates. Table 6 confirms that the bias statistics are minimal and insignificant, indicating the
estimates from our structural equation modelling are highly reliable. As such, we consider that the findings
from this paper are robust.

Table 6
Bootstrap method
Relationship SE SE-SE Mean Bias SE-Bias C.R
DTNH — TNDD 0.105 0.002 0.361 -0.001 0.003 -0.333
DTNH — KHLTT 0.098 0.002 0.268 -0.003 0.003 -1.000
DTNH — TNTN 0.096 0.002 0.092 0.008 0.003 2.667
DTNH — TNPL 0.032 0.001 -0.045 0.000 0.001 0.000
DTNH — TNKT 0.092 0.002 0.102 -0.001 0.003 -0.333
LTT — DTNH 0.104 0.002 0.262 -0.008 0.003 -2.667
LTT — TNDD 0.098 0.002 0.154 0.004 0.003 1.333
LTT — KHLTT 0.078 0.002 0.301 0.004 0.002 2.000
LTT — TNTN 0.090 0.002 0.276 0.002 0.003 0.667
LTT — TNPL 0.035 0.001 -0.007 0.000 0.001 0.000
LTT — TNKT 0.086 0.002 0.119 0.001 0.003 0.333

Note: TNTN for Philanthropic responsibility; TNDD for Ethical responsibility; TNPL for Legal responsibility; TNKT for
Economic responsibility; KHLTT for Customer-centric; DTNN for Corporate reputation; LTT for Customer loyalty.

Source: own compilation
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6. CONCLUSIONS

Implementing corporate social responsibility appears to be a new mechanism for firms to maximize
their profits, in particular in emerging markets such as Vietnam where the CSR activities have now been
widely used from the last decade. The banking sector has been recognized as one of the key sectors
contributing significantly to the process of economic growth and development in Vietnam in the last three
decades. The sector has since then been facing intense competition due to the integration of the Vietnamese
economy into the regional and the world economy. Maintaining customer royalty appears to be a key enabler
for the success of the sector in the future.

This study is conducted to examine the impact of the CSR attributes on customer loyalty in the banking
sector in Vietnam. Based on Caroll’s (1979) pyramid model, customer-centric strategy and bank reputation
are added to develop the research model. This paper uses both qualitative and quantitative research
techniques to analyze surveyed data on the sample of 386 questionnaires conducted in 2019. Key findings
from this study can be summarized as follows.

—  First, four CSR attributes, including philanthropic responsibility; ethical responsibility; economic
responsibility and customer-centric responsibility, are found to provide positive effects on
customer loyalty. In addition, customer perceptions of CSR activities lead to increased bank
reputations. Among these factors, philanthropic responsibility receives the most recognition to
maintain customer loyalty.

—  Second, four CSR attributes, including philanthropic responsibility; ethical responsibility;
economic responsibility and customer-centric responsibility, are also found to enhance corporate
reputation.

—  Third, the reputation of the banks does also provide a positive effect to maintain customer loyalty
in the banking sector in Vietnam.

—  Fourth, among five attributes from the CSR activities in Vietnam, this paper fails to provide
evidence to confirm that legal responsibility does affect customer loyalty in the banking sector.

In summary, results from our analyses demonstrate that philanthropic responsibility has the most
significant effect on customer loyalty, followed by customer-centric strategy, ethical responsibility and
economic responsibility. It seems that Vietnamese customers have a greater appreciation for philanthropic
activities and that such beneficence can improve bank images to gain more loyalty from customers. As such,
banks should consciously aim to maximize their CSR activities. CSR activities from the banks should be
involved in charitable activities on a national level. Banks should also put efforts in communicating with the
customers in relation to their social contributions to the community where they operate.

In addition, the customer-centric strategy has a substantial impact on customer loyalty. As such, banks
should focus on creating a positive experience for the customers by maximizing product and service
offerings, leading to enhance financial inclusion — a key priority of the Vietnamese government in the next
decade. Enhancing financial inclusion requires training programs for customer service personnel to be
implemented regulatly. In addition, communication skills, problem-solving skills, handling of customer
complaints should also receive great attention from the banking sector in the future.

Legal responsibility is the only attribute which does not provide a significant effect on customer loyalty.
It can be explained that the banking sector in Vietham operates under very strict regulations adopted by the
State Bank and the Vietnamese Government. As such, customers may not be able to distinguish legal
responsibilities between banks. However, this is potentially a short-term effect because Vietnamese people
have great belief in the operation of the banking sector in Vietnam without seeing potential risks arising
from its operations. In the long term, as more and more incidents regarding risky legal procedures occur,
customer’s legal awareness is likely to improve.
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