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Abstract: This study explores the relationship between corporate performance and corporate social
responsibility (CSR) initiatives in the Ecuadorian banking environment. The first model employs
both return on assets and return on equity as proxy for the financial performance while the second
model includes the non-financial corporate performance constructs collected by a self-designed online
questionnaire. We found a statistically positive relationship among CSR initiates and the financial and
non-financial indicators in corporate performance. Our findings revealed that economic, legal, ethical,
and philanthropic responsibility initiatives positively affect the non-financial corporate performance
of the Ecuadorian banking environment. Similarly, the non-financial corporate performance is
significantly positively influenced by the customer’s brand trust, customer’s brand loyalty, customer’s
perception of quality, and customer satisfaction. Study results are mostly consistent with the banking
environment of other countries, especially in Bangladesh, Pakistan, and Lebanon. Customers of the
Ecuadorian banking environment perceived banks as socially responsible entities and Ecuadorian
banks invest resources in CSR activities as a corporate governance policy to increase their financial
and non-financial performance. Future research should include a corporate governance index with a
CSR component as an independent variable to increase statistical models’ power.

Keywords: Corporate social responsibility; corporate performance; Ecuadorian banking environment;
financial corporate performance; non-financial corporate performance

1. Introduction

Corporate social responsibility (CSR) faces a pivotal management phenomenon in the business
literature, combining the notion of customer-based and corporate-level management [1], while CSR
activities have been used to address consumers’ social concerns, create a favorable image, and develop
a positive relationship with consumers and stakeholders [2]. CSR has primarily been treated as a
corporate issue using CSR initiatives to enhance corporate performance. Nowadays, the degree of CSR
level is driven by ideological thinking and multi-faced business, increasing the power and positive
force of corporations.

In previous studies, only social attention is focused on the financial sector, given that the failure
of commercial banks in the financial crisis, which provokes macroeconomic disasters, reduction of
consumption, and increased unemployment in the real economy [3]. Some banks were considered
“too big to fail” during the global financial crisis in 2008, since the financial system suggests that, as
a last resort in deposit insurance and lending, the integration of more management tools, as well as
the guarantee of the banking industry, through the intervention of the federal bank. Several public
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and private institutions recognized that CSR plays an important role in the moral failure of the
financial system, which affects directly the banking system’s reputation and the effective and efficient
communication with their stakeholders, classified into three basic groups: Customers, employees, and
community [4]. All these factors positively influence earnings, faith, trust, and customer retention
of the banking industry [3,5,6]. Specifically, firms with CSR initiatives are more likely to show
positive earnings surprises, affecting their returns and equity performance in the short-term by
factor-adjusted abnormal returns, which also show a positive effect on CSR reputation [7]. Therefore,
banks and financial organizations adopt CSR practices to be beneficial for society and sustainable
economic development.

Similarly, CSR can be considered as an important determinant in the progress of the Ecuadorian
economic market, especially, in the banking industry. Ecuador reached economic growth and oil
bonanza during the period of 2000–2017. Barriga-Yumiguano et al. [8] examined the relationship
between financial development and economic growth in Ecuador for the period 2000–2017. They show
that the Ecuadorian financial development using the deepening of deposits and credits increased from
20.3% and 19.2% (2000) to 40.4% and 35.1% (2017), respectively. Furthermore, the level of bank usage,
called “bankization” presents a growing trend over time, rising from 39.0% (2005) to 96.9% (2017),
meaning that less than 4% of the Ecuadorians do not access this basic financial instrument. Moreover,
the coverage of Ecuadorian financial institutions between the period of 2000–2017, presents an equal
growing trend, increasing from 1966 attention points (2000) to 13,598 attention points (2017), suggesting
that there are 16.2 attention points for every 20 thousand Ecuadorians. Unfortunately, CSR has not
been investigated enough in Ecuador, specifically in the banking industry. Freire et al. [9] investigated
the relationship between CSR and the economic profitability through an analysis of variance using a
sample of 25 companies registered in the Ecuadorian Consortium for Social Responsibility during the
period of 2013–2015. They presented a positive effect between CSR and the net profit, concluding that
the CSR investment maximizes the economic revenue in the Ecuadorian firms.

In this context, the purpose of this study is to identify and explore the relationship between
corporate performance and CSR in the Ecuadorian banking industry, employing four criteria for social
responsibility practices: Economic, legal, ethical, and philanthropic. Our paper provides several
implications for bank managers and researchers. First, our models of financial and non-financial
performance offer a way of highlighting potential gaps between what customers expect and perceive
toward a social-responsible bank, identifying social activities promoted by bank managers, and
recognizing social issues in the Ecuadorian banking industry. Second, consumers tend to reward those
companies with CSR activities by being more loyal and satisfied with them, suggesting that managers
should invest more in social and environmental activities. CSR initiatives have a strong effect on the
customer perception of service quality, which is also an important attribute for building customer
satisfaction. Thus, managerial plans might strategically allocate the company’s financial resources in
CSR activities and investments in service quality. We suggest potential sources of improvements of
actual CSR strategies to fit CSR activities with customer’s ideas, desires, and needs, given that, CSR is
considered a key tool to create, develop, and sustain differentiated brand names.

We research this topic because the banking market in Ecuador requires an innovative range of
products for new customer segments, including groups that are not yet fully integrated into society,
such as low-income families and micro-businesses in poor areas. This situation represents for the
Ecuadorian banks a design challenge for suitable products and provides the opportunity to develop
business strategies for microfinance, including the increase of financial education. Furthermore,
the incorporation of CSR strategies into the Ecuadorian banking industry might offer the following
advantages: Support the development of separate business models for various segments, create higher
employee motivation and superior performance levels, generate positive publicity and/or increased
brand recognition, encourage sustainable behavior by customers, and increase real benefits for the
society as a whole.
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2. Theory and Hypotheses

2.1. CSR

Bowen [10] is considered the father of CSR. He believes that large corporations have certain
obligations to society, due to their economic performance and their effect on peoples’ livelihoods.
Therefore, CSR is defined as the set of obligations and policies executed by businessmen to make
decisions using actions according to the objectives and values of our society. Similarly, Carroll [11]
emphasizes that firms should have responsibilities to society, which are aligned with the principles
of ethics, sustainability/triple bottom line, stakeholder management, and corporate citizenship. In
the business context, the Committee for Economic Development includes the satisfaction and needs
of society as necessary factors to be called responsible corporations with employees, customers,
and community.

Sethi [12] classifies the corporate behavior into (i) social obligation or corporate action, which
is provoked by market forces and legal constraints, (ii) social responsibility or corporate behavior
by social norms, values, and expectations, and (iii) social responsiveness or corporate ability to
adapt itself to changes in the market and society. This classification is clearly defined by Carroll [11].
He introduces the CSR pyramid using four areas: Economic, legal, ethical, and philanthropic
initiatives. In addition, Porter and Kramer [13] divide CSR into four categories, such as a license to
operate, moral obligation, reputation, and sustainability. Other authors incorporate and expand the
concept and dimensions of CSR, such as community’s and employee’s relations, conscious capitalism,
corporate sustainability, social entrepreneurship, and sustainable business development [14,15]. CSR
is considered as the key to business strategy through its competitive advantage effect on stakeholder
groups, employees, and customers. Therefore, several authors examine the relationship between
CSR activities and the organizational effectiveness measured by job satisfaction improvement [16],
organizational trust [17,18], customer satisfaction [19,20], and loyalty [21–23]. Finally, a recent study
conducted by Dunbar et al. (2019) shows that CSR initiatives have a positive effect on CEO pay-risk
sensitivity, meaning that compensation contracts are designed using future idiosyncratic’ and firm’
risk information and financial incentives for CEOs [24].

2.2. Corporate Performance Measurement

The firm’s performance measurement systems play a key role in developing strategy by evaluating
the achievement of organizational objectives and the methodology to compensate managers. The
performance of a firm can be evaluated using financial and non-financial indicators. Both measures
include quantitative and qualitative information. Financial metrics are expressed in monetary units,
including earnings, profit margin, average order value, return on assets, and others, while non-financial
metrics cannot be formulated in monetary units, such as customer satisfaction, market share, category
ownership, new product adoption rate, and others. In this study, we focus on the impact of CSR
strategies on the corporate performance of the Ecuadorian banking industry, employing financial
and non-financial variables to understand financial results and analyze the board of members’ and
executives’ policies to improve the financial metrics [25,26].

2.3. CSR and Corporate Performance in the Banking Industry

CSR in the banking industry has been studied deeply. The banking industry is considered one
of the most highly regulated economic sectors with standardized services provided by a relatively
small number of the market players, which symbolizes the most important reason why banks must
be customer-oriented [27–29]. The banking sector decisions affect an outsized number and various
individuals due to the complex information asymmetry among the economic agents. Banks are
considered to have key influence on sustainability, and their efforts to build a better society are currently
communicated to society to maintain and reinforce their reputation and customer relationship [30,31].
The most important social function of the financial institutions is their intermediary role, which
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channels savings into investments, protecting the interests of depositors and owners. CSR practices in
the banking sector emphasizes responsibility in the areas of loan, investment, and asset management,
combined with key elements of anti-corruption and money laundering. Applying Carroll’s CSR
model in the financial sector, Decker and Sale [32] summarize the following aspects: firstly, economic
responsibility is that the main goal for banks is to improve the stakeholders’ welfare, profitability, and
growth. Banks employ financial innovation to cover individual requirements and corporate financial
interests, which are constantly changing factors. The banking sector creates new opportunities for
risk management and develops fresh products through interaction with stakeholders; secondly, legal
responsibility is that the banking industry is one of the safest economic sectors with high regulation
level, which minimizes risk and increases confidence in the financial system for the parties. Therefore,
statutes, supervisory bodies, controlling public and private entities provide guidelines on internal
and external governance at the national and international levels; thirdly, ethical responsibility is that
ethical standards might be understood through individual integrity and the stakeholder’s expectations.
Each bank promotes basic ethical principles to increase its customer’s trust, represented by the code of
ethics that represents controlled restrictions and fundamental principles such as integrity, fair conduct,
respect, and transparency in the market; fourthly, discretionary (philanthropic) responsibility is that
Bank’s business activities and clientele increase the reputation of the financial sector, including secure
products and appropriate information provision. The direct environmental impact of the bank’s
operations and bank’s lending activities are important factors for the United Nations Principles for
Responsible Investment (PRI), promoting the “inclusive finance” for vulnerable classes.

Based on the theoretical background and previous studies, we develop our first set of hypothesis:

Hypothesis 1a (H1a). Corporate performance is positively affected by CSR initiatives.

Hypothesis 1b (H1b). Corporate performance is positively affected by economic responsibility initiatives.

Hypothesis 1c (H1c). Corporate performance is positively affected by legal responsibility initiatives.

Hypothesis 1d (H1d). Corporate performance is positively affected by ethical responsibility initiatives.

Hypothesis 1e (H1e). Corporate performance is positively affected by discretionary (philanthropic) responsibility
initiatives.

2.4. CSR and Customer’s Brand Trust

Customers’ brand trust is defined as joint beliefs, goals, and policies, which are significant and
appropriated for both customers and firms, while a company can gain benefits and increase its profits
through customer loyalty, positive brand attitude, and customer trust. Existing values are shared
by customers and companies, creating goals in common between these two parties. The welfare of
customers is the result of the effort of a company as its signal of trustworthiness. Customer’s trust might
be positively influenced by CSR programs, given that, these activities reduce the inherent uncertainty in
transactions. CSR activities increase repurchase intention, customer loyalty, and trust [33,34]. Therefore,
our second hypothesis is:

Hypothesis 2 (H2). Customer’s brand trust is positively affected by CSR initiatives.

2.5. CSR and Customer’s Brand Loyalty

Customer’s brand loyalty is described as the commitment to re-purchase or re-use a desired
product or service consistently in the future, so that it causes re-purchase of the same brand or the
same brand-set [2]. Customer loyalty is the relationship between the relative attitude towards a
brand and patronage behavior for developing a sustainable competitive advantage. Furthermore, it
is the degree of customers’ preference between one company and its rivals, expressed by repeated
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purchasing behavior, which is one of the most important challenges for firms. A consumer re-purchases
a company’s product when the customer is convinced of and identified with the company’s CSR
performance [35]. Furthermore, loyalty retention is treated as a key factor in conveying long-term
business profitability because profits might be affected over the lifetime of a customer through his/her
retention [36,37]. Empirical studies show that brand loyalty (i) has a positive effect on profit [38], (ii)
reduces the marketing costs [39], (iii) decreases the cost of customer retention [40], and (iv) positively
affects by word-of-mouth recommendation [41]. Thus, our third hypothesis is:

Hypothesis 3 (H3). Customer’s brand loyalty is positively affected by CSR initiatives.

2.6. CSR and Customer’s Perception of Service Quality

Quality of service represents the difference between expectations about a product or service and a
perception of how the product or service works [42]. Empirical studies found a positive relationship
between service quality and CSR initiatives because customers recommend the company to others
when their perceptions of service quality are increased by the introduction of CSR practices on a
firm [17]. Furthermore, service quality is more positively related with the willingness to pay for a
particular product or service, which affects the price elasticity [43]. Therefore, our fourth hypothesis is:

Hypothesis 4 (H4). Customer’s perception of service quality is positively affected by CSR initiatives.

2.7. CSR and Customer Satisfaction

Satisfaction summarizes the consumers’ experience when they buy a product or service. A
positive image of a company generates an optimistic effect on the costumer satisfaction level. CSR is
considered as the major determinant in the corporate image increase, which leads to higher consumer
satisfaction [22,44]. Empirical studies indicate a direct positive correlation between CSR and customer
satisfaction because customers are potential stakeholders, who evaluate the economic and social
performance of the company. Moreover, customer satisfaction is recognized as a necessary input in the
corporate strategy and a key factor for long-term corporate profitability [6]. Satisfaction is associated
with perceptions of the features of a product or service. Different consumers might express different
levels of satisfaction for the same experience [45,46]. Therefore, our fifth hypothesis is:

Hypothesis 5 (H5). Customer satisfaction is positively affected by CSR initiatives.

3. Research Model

We analyzed the effect of CSR factors on the performance of the Ecuadorian baking industry,
using financial and non-financial variables. Figures 1 and 2 present the research models for financial
and non-financial corporate performance, respectively.
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Measurement of Constructs

We introduced two financial corporate performance models (Equations (1) and (2)). For the
financial corporate performance model, we use return on assets (ROA) and return on equity (ROE) as
the dependent variable, while CSR initiatives are the independent variable.

Yi,t = β0 + β1Educationi,t + β2Housingi,t + β3Microenterprisei,t + β4Sizei,t +
∑6

j=1
β jYeari,t + εi,t, (1)

Yi,t = β0 + β1CSRInitiativesi,t + β2Sizei,t +
∑6

j=1
β jYeari,t + εi,t, (2)

where Yi,t is the financial performance for firm i in year t. It is composed of ROAi,t and ROEi,t.

ROAi,t =
(

Net Income
Total Assets

)
i,t

for firm i in year t, ROEi,t =
(

Net Income
Total Equity

)
i,t

for firm i in year t,

Educationi,t =
(

Investment in educational programs
Total investment port f olio

)
i,t

for firm i in year t,

Housingi,t =
(

Investment in housing o f public interest programs
Total investment port f olio

)
i,t

for firm i in year t,

Microenterprisei,t =
(

Investment in microenterprise programs
Total investment port f olio

)
i,t

for firm i in year t,

CSRInitiativesi,t =
3∑

k=1
Score (Educationi,t, Housingi,t, Microenterprisei,t ) for firm i in year t,

Sizei,t = Log(Total Assets)i,t for firm i in year t, Yeari,t is a dummy that represents the year of information
of firm i, and εi,t is the error term for firm i in year t.

For the non-financial corporate performance model, we designed a survey to identify the effect of
CSR factors on the non-financial performance in the Ecuadorian banking industry. Eight constructs were
measured in our study: Economic responsibility, legal responsibility, ethical responsibility, discretionary
(philanthropic) responsibility, customer’s brand trust, customer’s brand loyalty, customer’s perception
of service quality, and customer satisfaction. All constructs were measured using multiple items, and
each item employs a five-point Likert scale: 1 for strongly agree and 5 for strongly disagree. Items
are adapted from prior literature to ensure content validity. The operational definition of each item
is grounded in the CSR orientation aligned with the Carroll’s four-part CSR model. The majority of
Ecuadorian private enterprises, including banks, are family-owned businesses, and the conservative
owners of these businesses would not easily reveal their actual financial data, especially if these data
contain sensitive and classified information. Powell (1992) suggests using subjunctive measures instead
of financial metrics because private enterprises would not provide confidential information on their
financial statements [6,44]. Thus, we select and design special items of each construct to achieve our
research objective. The final list of items for each construct is presented in Table 1.
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Table 1. Scale items for constructs.

Constructs Items Label Related Literature

Demographic information Gender, age, occupation, level of education, and banking entity. Nominal scale

CSR knowledge Are you familiarized with the definition of CSR? CSR1, CSR2 [32,47], CSR3

Customer’s brand
trust (TRU)

In general, I trust my bank. Tru1

[2,33,34]My bank is an honest entity and treats me fairly and justly. Tru2
I believe faithfully in the financial and service information provided by my bank. Tru3

When I have a problem with the bank, its staff responds with sufficient consideration and clarifies my doubts. Tru4

Customer’s
brand loyalty (LOY)

I am a loyal customer of my bank. Loy1

[48–50]When I have the possibility, I manifest attributes (positive things) of my bank. Loy2
I will recommend my bank to other people. Loy3

I will continue to do more business with my bank in the future. Loy4

Customer’s
perception of

service quality (QUA)

My bank provides caring and individualized attention to customers. Qua1

[17,42,50]The workers of my bank treat me with courtesy. Qua2
My bank call center provides efficient and effective answers to any problem. Qua3

My bank provides me with good quality financial services fast. Qua4

Customer
satisfaction

(SAT)

Overall, my feeling with this bank is satisfactory. Sat1

[48,51,52]My bank is one of the best five entities in the entire national financial system. Sat2
I would choose this bank again. Sat3

Overall, I am satisfied with the CSR activities of my bank. Sat4

Economic responsibility (ECO)

My bank has a strong competitive position in the Ecuadorian financial market. Eco1

[46,47,53]My bank promotes financial innovation through the inclusion of fresh financial products and services. Eco2
Investments and deposits in my banking institution are profitable to me (payment of interest and financial costs according to the law). Eco3
My bank quickly incorporates new technologies (mobile application, instant messaging, cash management, data encryption) into the

financial service compared to other national banking entities. Eco4

Legal responsibility (LEG)

My bank promotes policies and executes controls to avoid money laundering (request of origin and destination of funds when a certain
amount is exceeded in transactions). Leg1

[46,47]My bank keeps the secrecy of my financial information (confidentiality—it does not reveal my personal financial information). Leg2
My bank obeys and respects national laws and regulations. Leg3

My bank meets minimal legal requirements related to financial services. Leg4

Ethical responsibility (ETH)

My bank owns and executes ethical standards within the business of financial intermediation (i.e., does not encourage
over-indebtedness, transparent information, fair, and equal treatment). Eth1

[46,47]My bank operates with transparency, providing full and accurate information when I require it. Eth2
My bank has been involved in scandals regarding financial mismanagement and/or legal problems. Eth3

My bank has mission, vision, and institutional values and they have been socialized with me. Eth4

Philanthropic (discretionary)
responsibility (PHI)

My bank promotes financial inclusion for vulnerable groups. Phi1

[46,47]My bank participates in charitable activities and combines them with its commercial activities. Phi2
My perception of the degree of education and specialization of the staff of my bank is high (i.e., the staff of my bank is continuously

trained in financial, legal, and customer service issues). Phi3

I have observed/heard that my bank helps communities in need (i.e., disadvantaged people, disaster relief, anti-drug plans, and
educational scholarship). Phi4
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In the literature on corporate finance and accounting, there is concern about the endogenous
relationship among variables, which arises when the explanatory variables are correlated with the
error term in a regression model and increases the bias and inconsistency in the parameter estimates.
Li (2016) shows that the endogeneity problem can be mitigated partially by the generalized method of
moments, fixed effects models, lagged independent variables, and control variables [54]. To diminish
the endogeneity problem, we include year-fixed effects and size as the control variable in our financial
corporate performance model. Furthermore, our dependent variable’s error terms are not normally
distributed, because the Pearson correlation matrix between the main variables and the residuals for
each model, does not reveal high and significant (at the 5% level) coefficients between variables and
residuals [55].

4. Empirical Results

4.1. CSR and Financial Performance

The sources of information are the (i) Ecuadorian Superintendence of Banks, (ii) Association
of Ecuadorian Banks, (iii) Ecuadorian Consortium for Social Responsibility, (iv) Ecuadorian Social
Responsibility Institute, and (v) a collection of publicly available information and documents on
banks’ websites. We collected data from 24 Ecuadorian private banks, using financial measures
from the “Managerial Report from Monthly Financial Newsletters—Period 2013–2018” [56]. Extreme
observations, missing variables, and incomplete information were excluded [57] from the dataset,
resulting in 19 Ecuadorian private banks with 304 firm-year observations.

Table 2 shows the results of four multiple linear regressions using CSR factors that affect the
financial firms’ performance measured by ROA and ROE in the Ecuadorian banking industry. ROE
models reflect an adjusted R-Square of 0.367 and 0.356 for model 1 and model 2, respectively. ROA
models indicate lower values than ROE models with an adjustment of 14.8% and 14.0% for models 1
and 2, respectively. Predictor variables of investment in educational programs, plans of public interest
housing, and microenterprise programs do not completely explain ROA and ROE. Therefore, the
remaining adjustment percentage can be explained by other independent variables, which are not
included in this study.

Table 2. Regression results: Financial corporate performance—research model A.

Variables
Model 1—Equation (1) Model 2—Equation (2)

ROA ROE ROA ROE

Education
0.0003 *** 0.0016 ***

(2.706) (4.537)

Housing 0.0042 ** 0.0096
(2.018) (1.646)

Microenterprise 0.0003 *** 0.0007 ***
(2.631) (2.592)

CSR Initiatives
0.0001 ** 0.0005 ***
(2.257) (3.364)

Size
0.0038 *** 0.0196 *** 0.0036 *** 0.0193 ***

(9.852) (18.519) (9.620) (18.313)

Intercept 0.0677 *** 0.3224 *** 0.0654 *** 0.3163 ***
(9.166) (15.706) (8.917) (15.468)

Year-fixed effects Yes Yes Yes Yes
Adjusted R-Square 0.148 0.367 0.140 0.356

F-Statistics 18.950 *** 63.526 *** 26.883 *** 91.028 ***
Durbin-Watson 1.617 1.557 1.623 1.560

N 304

Note: Beta corresponds to unstandardized coefficients. Numbers inside the parenthesis are t-statistics. *** and **
indicate statistical significance at the 1% and 5% level, respectively.
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The regression coefficient of CSR initiatives indicates that when CSR investment increases by
one unit, with the assumption that other variables remain constant, the financial performance of
Ecuadorian banks will rise by 0.0001 (ROA model) and 0.0005 (ROE model). In both models, the
t-value of CSR initiatives is significant, at least at the 5% level. Furthermore, the regression coefficients
of investment in educational programs, housing of public interest programs, and microenterprise
programs show a significant positive effect on ROA, while only investment in educational and
microenterprise programs evidence a significant positive relationship with ROE. Therefore, hypothesis
1a is accepted for ROA and ROE models, meaning that the financial corporate performance is positively
affected by CSR initiatives in the Ecuadorian banking industry. These findings are consistent with
Wu and Shen’s (2013) study using data from 162 banks in 22 countries. They suggest that banks
with higher CSR investment would show higher financial earnings, better asset quality, and higher
financial intermediary’s reputation [47,58]. Furthermore, Djalilov et al. (2015) found a significant
positive relationship between CSR practices and bank performance measured by ROA and ROE in
16 transition countries of the former Soviet Union and Central and Eastern Europe. They mention
that CSR is primarily a business strategy and banks of transition economies engage in social activities
to increase their profits by improving their image by participating in CSR activities [59]. Ashraf et
al. (2017) show a positive relationship between CSR and banks’ financial performance in Bangladesh
and Pakistan. They found that banks invest in CSR activities as strategic planning for increasing
goodwill and reducing promotional costs [60]. Fayad et al. (2017) investigated the effect of CSR on the
financial performance of Lebanese banks. Their results reveal that economic, community and human
developments have a significant positive impact on ROA, meaning that Lebanese banks attempt to
adopt volunteer actions that promote social responsibilities to increase their legitimacy [61].

4.2. CSR and Non-Financial Performance

The questionnaire was distributed and collected using Google Forms, while SPSS 20.0 was
employed to identify extreme values or missing data and process all data. A total of 245 questionnaires
were recorded. Initial data cleaning found that some responses were duplicated because the web-link
was sent for work associates and other professional networks and some respondents might have
misunderstood the questions or they completed the questionnaire two times. Those duplicated data
and invalid responses were deleted from the database. Hence, a total of 228 records was used for
our analysis.

4.2.1. Demographical Analysis

In the statistical characteristics of this study, 51.8% of men and 48.2% of women responded. Their
percentage age was distributed as 26–35 years old at 44.7%, 36–45 years old at 25.9%, 18–25 years old at
15.8%, 46–55 years old at 8.8%, and higher than 56 years old at 4.8%. College graduates occupied the
highest percentage of respondents (53.9%), 39.9% were masters and doctorate degrees, and 6.2% were
junior college graduates. Private employees represented 59.2% of the total respondents, while 29.4%
worked in the public sector, and the remaining percentage (11.4%) worked by themselves (own job).
Most of the surveyed (82.5%) saved and invested money in an Ecuadorian private bank, and 17.5%
had a bank account in an Ecuadorian public financial institution. The 55.5 percent of the respondents
indicated that they had never heard CSR definition while 44.5 percent knew this concept.

4.2.2. Descriptive Statistics and Exploratory Factor Analysis

To extract the factors, all variables were subject to the test method of construct validity using
principal components analysis while the rotation method was Oblimin, whose representing component
correlation matrix reveals values higher than 0.3. Factor loading values were determined based on 0.5.
Items Tru4, Eco1, Eco4, Leg1, Eth1, Eth3, and Phi3 were removed and omitted in subsequence analysis,
they presented lower internal consistency and discriminant validity. Therefore, the initial number
of items was 32, and we reduced them to 25 items. Exploratory Factor Analysis (EFA) provided the
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correlation between measured variables and the underlying factors. In EFA, the Kaiser–Meyer–Olkim
(KMO) must be higher than 0.5 (KMO>0.5), and Bartlett’s test performs a significance at the 5% level
or smaller (Sig. <0.05). In our study, the KMO was 0.928 and Bartlett’s sphericity test significance was
0.000. Table 3 presents descriptive statistics and exploratory factor analysis.

Table 3. Descriptive statistics and exploratory factor analysis.

Constructs Label Mean Std. Deviation Variance Composite Mean Factor Loadings

Customer’s brand trust
(TRU)

Tru1 3.912 0.911 0.829
3.825

0.773
Tru2 3.737 0.998 0.997 0.798
Tru3 3.825 0.955 0.912 0.752

Customer’s brand
loyalty (LOY)

Loy1 4.000 0.975 0.952

3.962

0.734
Loy2 3.719 1.078 1.163 0.786
Loy3 3.851 0.973 0.947 0.742
Loy4 4.276 0.767 0.589 0.701

Customer’s perception
of service quality (QUA)

Qua1 3.860 1.057 1.117

3.885

0.663
Qua2 4.149 0.903 0.815 0.775
Qua3 3.702 1.164 1.356 0.702
Qua4 3.829 1.012 1.023 0.757

Customer satisfaction
(SAT)

Sat1 3.974 0.839 0.704

3.798

0.683
Sat2 3.820 1.032 1.064 0.784
Sat3 3.930 1.009 1.017 0.758
Sat4 3.469 1.112 1.237 0.740

Economic responsibility
(ECO)

Eco2 4.048 0.901 0.813
3.537

0.765
Eco3 3.026 1.330 1.770 0.704

Legal responsibility
(LEG)

Leg2 3.689 1.229 1.511
4.026

0.664
Leg3 4.096 0.966 0.933 0.731
Leg4 4.294 0.838 0.702 0.786

Ethical responsibility
(ETH)

Eth2 3.855 1.087 1.182
3.803

0.752
Eth4 3.750 1.200 1.439 0.777

Philanthropic
(discretionary)

responsibility (PHI)

Phi1 3.259 1.134 1.285
3.165

0.822
Phi2 3.263 1.165 1.358 0.802
Phi4 2.974 1.283 1.647 0.852

Note: N = 228. Kaiser–Meyer–Olkim (KMO) = 0.928. Significance of Bartlett’s test of sphericity = 0.000. Extraction
Sums of Squared Loadings (Cumulative Variance %) = 77.059%. Extraction method: Principal Component Analysis.
Rotation method: Oblimin. Factor extraction criteria: Eigenvalue (1, 0).

On a five-point Likert scale, LEG shows a composite score of 4.026, which is the highest
perceived value compared to the remaining CSR initiatives (µ = 3.165–3.803). This result reflects
that the Ecuadorian banks focus on CSR legal initiatives and their perception by the customers.
However, respondents indicate a reduced sensitivity for PHI (µ = 3.165). Customers did not see
ethical and economic responsibilities in CSR of their banks because its composite score is 3.803 and
3.537, respectively.

The LOY composite score is 3.962, showing a high level of customer’s bank loyalty. This finding
is fundamentally aligned by the fact that clients believe that “they will continue doing more business
with their bank in the future” (µ = 4.276), and they are identified as “loyal customers with their bank”
(µ = 4.000). The composite score for QUA is 3.885, suggesting that respondents perceive high service
quality in their banks. Courtesy and individualized attention are statements more agreed by clients (µ
= 4.149 and µ = 3.860, respectively). The composite score for TRU is 3.825. Clients “trusted their bank”
(µ = 3.912) and “trusted in the financial and service information provided by their bank” (µ = 3.825).
The composite score for SAT is 3.798, which is reinforced by the satisfactory customers feeling of their
bank (µ = 3.974).

4.2.3. Reliability Analysis

Cronbach’s alpha scores are between 0.715 to 0.859, which is above the recommended level of
0.6 [62]. All measures meet the suggested level of 0.7 for composite reliability ranging from 0.701 to
0.865. The average variance extracted (AVE) values fluctuate from 0.526 to 0.682, which is greater
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than the proposed level of 0.5. All the correlation coefficients do not exceed the value of 0.7, showing
multicollinearity between variables. To assess the discriminant validity, the square root of the AVE
should be larger than the correlations among the constructs in the model [63]. The diagonal entries
with values in parenthesis in Table 4 represent the square root of the AVE for each construct. The other
values indicate the correlation coefficient values among the constructs. All constructs show adequate
discriminant validity.

Table 4. Descriptive statistics and correlation matrix.

Var. Items CA CR AVE
Correlations

Tru Loy Qua Sat Eco Leg Eth Phi

Tru 3 0.859 0.818 0.600 (0.775)
Loy 4 0.748 0.830 0.550 0.622 *** (0.741)
Qua 4 0.794 0.816 0.526 0.591 *** 0.572 *** (0.726)
Sat 4 0.819 0.830 0.551 0.604 *** 0.692 *** 0.632 *** (0.742)
Eco 2 0.715 0.701 0.541 0.643 *** 0.615 *** 0.567 *** 0.668 *** (0.735)
Leg 3 0.762 0.772 0.531 0.537 *** 0.503 *** 0.559 *** 0.596 *** 0.405 *** (0.729)
Eth 2 0.793 0.738 0.585 0.616 *** 0.536 *** 0.613 *** 0.657 *** 0.557 *** 0.558 *** (0.765)
Phi 3 0.840 0.865 0.682 0.532 *** 0.409 *** 0.460 *** 0.569 *** 0.602 *** 0.409 *** 0.648 *** (0.826)

Note: CA = Cronbach’s Alpha. CR = composite reliability. AVE = average variance extracted. Values in parenthesis
are root AVE. *** indicates statistical significance at the 1% level.

4.2.4. Regression Analysis

Table 5 shows the results of individual linear regressions to test the effect of CSR initiatives
on non-financial corporate performance in the Ecuadorian banking industry. The lowest adjusted
R-Square is 0.323 (H1e result), and the highest value is 0.657 (H1a result).

Table 5. Individual regression results: Non-financial corporate performance (NFCP)—research model B.

Hypothesis Prop Effect Adj. R2 Durbin Watson F Constant β Test Results

H1a. CSR→ NFCP + 0.657 2.054 435.891 *** 1.233 ***
(9.5553)

0.725 ***
(20.878) Supported

H1b. ECO→ NFCP + 0.515 1.946 242.029 *** 2.069 ***
(17.256)

0.508 ***
(15.557) Supported

H1c. LEG→ NFCP + 0.399 2.030 151.904 *** 1.774 ***
(10.221)

0.520 ***
(12.325) Supported

H1d. ETH→ NFCP + 0.488 2.007 217.721 *** 1.967 ***
(14.809)

0.500 ***
(14.755) Supported

H1e. PHI→ NFCP + 0.323 1.812 109.270 *** 2.667 ***
(22.080)

0.379 ***
(10.453) Supported

H2. CSR→ TRU + 0.518 2.200 245.210 *** 0.965 ***
(5.167)

0.787 ***
(15.659) Supported

H3. CSR→ LOY + 0.403 1.966 154.193 *** 1.805 ***
(10.163)

0.594 ***
(12.417) Supported

H4. CSR→ QUA + 0.458 2.008 192.529 *** 1.285 ***
(6.706)

0.716 ***
(13.875) Supported

H5. CSR→ SAT + 0.592 1.985 330.706 *** 0.876 ***
(5.333)

0.804 ***
(18.185) Supported

Note: N= 228. Beta corresponds to unstandardized coefficients. Numbers inside the parenthesis are t-statistics. ***
indicates statistical significance at the 1% level.

Hypothesis 1a is accepted, showing that non-financial corporate performance is positively
affected by CSR initiatives in the Ecuadorian banking industry. These findings are consistent with
the customer-oriented perspective of banks and their efforts to build, maintain, and reinforce their
reputation and customer relationship [28,30,31]. Furthermore, we found that economic, legal, ethical,
and philanthropic responsibilities initiatives present an individual significant positive relationship with
non-financial corporate performance in the Ecuadorian banking industry. The perception of Ecuadorian
customers is that banks develop fresh financial products, employ high regulatory levels, promote
corporate governance, practice ethical norms, and stimulate inclusive finance for vulnerable groups.
Thus, hypotheses from H1b to H1e are accepted at the 1% level of significance. Moreover, hypotheses
from 2 to 5 are accepted, indicating that the non-financial corporate performance is positively affected
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by customer’s band trust, customer’s brand loyalty, customer’s perception of quality, and customer
satisfaction, respectively. CSR programs reduce the inherent uncertainty in bank transactions perceived
by clients, who recognize CSR activities as positive brand initiatives, which provoke an increase in their
repurchase intention [34]. The repeated purchasing behavior is caused when the customer is convinced
of and identifies with the company’s CSR performance [35], which generates long-term corporate
profitability by the word-of-mouth recommendation, decreasing the customer retention and marketing
costs. Furthermore, customers recommend the company to others when their perceptions of service
quality are increased by the introduction of CSR practices on a firm [17], and clients might increase their
willingness to pay more for a particular product or service from a socially responsible company [43].
Prior studies indicate a direct positive correlation between CSR and customer satisfaction levels because
the company’s customers are potential stakeholders [2,64,65]. CSR is one of the most important factors
in the creation of a positive corporate image, including customer satisfaction, which is a necessary
input of the corporate strategy.

Table 6 presents the results of the multiple linear regression using all CSR initiatives that affect
the non-financial performance in the Ecuadorian banking industry. The model reflects an adjusted
R-Square of 0.701. Hypotheses from H1b to H1e are accepted. Non-corporate performance is positively
affected by economic (β = 0.310, p < 0.01), legal (β = 0.240, p < 0.01), ethical (β = 0.211, p < 0.01),
and philanthropic (β = 0.103, p < 0.01) responsibilities initiatives. The high significance of regression
coefficients suggests that customers regard economic responsibility initiatives as the transcendental
determinant while the least important CSR initiative is philanthropic responsibility initiatives.

Table 6. Multiple regression results: Non-financial corporate performance (NFCP)—research model B.

Variable Proposed Effect NFCP Model Testing Hypothesis

ECO +
0.310 ***
(9.200) Supported

LEG +
0.240 ***
(6.635) Supported

ETH +
0.211 ***
(5.505) Supported

PHI +
0.103 ***
(3.077) Supported

Constant 1.010 ***
(7.623)

Adj. R2 0.701
Durbin Watson 2.144

F-statistics 133.746 ***

Note: N = 228. Beta corresponds to unstandardized coefficients. Numbers inside the parenthesis are t-statistics. ***
indicates statistical significance at the 1% level.

5. Conclusions

We analyzed the relationship between corporate performance and CSR initiatives in the Ecuadorian
banking industry. We introduced two statistical models. The first model is for financial corporate
performance, using a sample of 304 firm-year observations during the 2013–2018 period. Using both
ROA and ROE as proxy for financial performance, we found that the financial corporate performance
is positively affected by CSR initiatives. The positive relationship between CSR initiatives and
the financial corporate performance is aligned with prior study’s findings in Bangladesh, Pakistan,
Lebanon, and countries of the former Soviet Union and Central and Eastern Europe [59–61]. Financial
intermediary’s reputation reinforces our results, given that, banks with higher CSR would own higher
financial earnings and asset quality. Furthermore, CSR might be used as a primary business strategy
to increase the bank’s profits by improving their image by participating in social initiatives via CSR
activities. Therefore, these activities are considered in the strategic plan to increase goodwill and
reduce promotional costs.
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The second model includes the non-financial corporate performance as a dependent variable
while CSR initiatives are considered as explanatory variables using a sample of 228 records from a
self-designed online questionnaire. We found that non-financial corporate performance is positively
affected by CSR initiatives. We show that economic, legal, ethical, and philanthropic responsibility
initiatives in CSR have a significantly positive relationship with the non-financial corporate performance.
Moreover, the non-financial corporate performance is positively affected by customer’s brand trust,
customer’s brand loyalty, customer’s perception of quality, and customer satisfaction. These results
are aligned with the study of Yoon et al. [34] because clients recognize CSR activities as positive
brand initiatives. Customers increase their purchase intention and their willingness to pay more for a
particular product or service upgrade, which is considered a necessary input of effective corporative
strategy and has a direct positive effect on long-term corporate profitability.

We are able to conclude that customers of the Ecuadorian banking industry perceive banks as
socially responsible entities and the Ecuadorian banks invest economic resources in CSR activities
as a corporate governance policy to increase their financial and non-financial performance. We
found that the Ecuadorian banks follow their CSR bottom line and build trust with consumers to
increase their financial benefit. Furthermore, the perception of consumers is that the more socially
responsible the bank is, the more supportive the community becomes. Especially, Ecuadorian
consumers associate CSR activities with legal initiatives, because they feel that their savings are
protected by the Ecuadorian banking regulations. Using our demographic analysis, we distinguished
that the Ecuadorian millennials and Generation Z emphasize the importance of CSR initiatives because
they show enough knowledge about CSR activities, and they mention that CSR activities begin on
their own, showing their activism in CSR components. We suggest that it is urgent and necessary to
invest in CSR activities because it (i) supports the development of the financial and business models for
various segments, (ii) creates higher employee motivation, which increases the firm performance level,
(iii) generates positive publicity by brand recognition, and (iv) offers real benefits for the society as a
whole. Furthermore, our study pinpoints bank consumers’ perceptions of CSR initiatives in Ecuador.
We recommend that bank executives review and adjust their business strategic plan and their corporate
governance strategy according to the customer’s perceptions and needs to increase the banks’ trust
and consumer satisfaction.

We propose to the Ecuadorian banking industry to (i) introduce innovation in their business process
and promote 3R programs which reduce, reuse, and recycle resources, (ii) include environmentally
friendly initiatives focused on energy saving by the use of electronic sources instead of physical
instruments, and (iii) offer special bank’s benefits to citizens in precarious conditions, providing them
specific credit linen to solve their economic problems, accompanied by the academic and financial
education. CSR initiatives that focus on education programs and training show the highest effect by
increasing the social benefit. Therefore, we strongly recommend bank executives to include hiring
initiative as part of their socially responsible efforts, allowing hiring younger people by jump-start
careers by giving them their first job. Finally, the Ecuadorian government needs to be involved in CSR
regulation to improve its standards by the development of CSR legislation to control employee-firm
relationships, maintain health and safety standards in workplaces, prevent discrimination, and promote
equal pay. Governments are in a position to build capacities for CSR between companies, stakeholders,
and consumers. In Ecuador, there is no public CSR report available for the Ecuadorian firms because
companies manage their own CSR sphere. Therefore, the Ecuadorian Government needs to (i) provide
guidelines of CSR report and codes of conduct, (ii) collect and analyze CSR data to improve the public
policy, (iii) introduce standard-setting through the provision of CSR policy frameworks, (iv) include
corporate governance indicators in the annual reports presented by companies, and (v) increase the
disclosure and transparency of social responsibility practices by the regulation of monitoring and
reporting. Our paper contributes to prior literature by providing two models of corporate performance
using financial and non-financial variables, offering the possibility to measure the potential gaps
between what customers expect and perceive toward a socially responsible bank, identifying the
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importance of investing in economic, legal, ethical, and philanthropic responsibility initiatives. Second,
CSR initiatives in the Ecuadorian context have not been deeply analyzed. We are able to conclude that
CSR activities have a strong effect on customers because CSR initiatives positively influence the client’s
trust, loyalty, perception of quality, and satisfaction. Therefore, managerial plans might strategically
allocate the company’s financial resources in CSR investment. Furthermore, we suggest potential
sources of improvements of actual CSR strategies to fit CSR activities with customer’s ideas, desires,
and needs.

The main limitation of our study is the direct access to CSR data because Ecuador does not calculate
the CSR index, due to the medium degree of development of CSR activities in the Ecuadorian economic
sector. For future research, the authors suggest including a variable to measure the motivation of
banks to engage in CSR activities because previous studies ignore if this mechanism is strategic or
altruistic. It is necessary to analyze the stage of adoption of CSR practices in the Ecuadorian context.
We recommend including the corporate governance index with a CSR component and compare our
results with cross-cultural investigations.
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