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Abstract: Banking industry encounters some risks that have to be anticipated. One of the risks is reputation risk which has been
considered crucial due to its ease to happen uncontrollably because some of the causes come from external perception on the banks.
To maintain banks’ reputation, a program considered powerful is doing corporate social responsibility (CSR). The programs of CSR
are expected to leverage and improve the banks’ image and reputation. Anyhow, many research revealed that CSR programs exposed
by companies are skeptically perceived by public that consider the CSR programs as of more promoting the companies instead of
giving helps to public. This gap lays on how banks are able to communicate their CSR programs appropriately showing that they
deliver altruistic programs and have done them with credibility. This research is aimed at developing model of CSR information to
maintain and improve banks’ reputation by testing the effect of altruism, credibility, CSR information quality on bank’s reputation.
The variables are controlled by the range on initial capital and the bank business coverage. The respondents are personnel who are in
charge of CSR and are the members of Corporate Forum for Community Development (CFCD). They have to look into the bank
CSR report first before responding the online questionnaire. Data were processed using Structural Equation Modeling of Warp-PLS
6.0. The result showed that altruism and credibility significantly affect CSR information quality which then CSR information quality
also significantly affects the bank reputation. The result is in line with previous research especially those describing the
implementation of bank CSR which have given solution to the sectors of education, environment, employees, donation, health,

disaster fictims assistance, and bank product development.
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INTRODUCTION

In addition to the increasingly widespread CSR
issues, CSR research has dealt heavily with issues
across industries (Krasodomska, 2015; Maggetti,
2014). One of the most studied industries is
banking industry because banking industry is
considered vulnerable to crisis so that the role of
CSR is very important to maintain the reputation
of the banks (Pérez & Del Bosque, 2015; Pérez &
Lopez-Gutierrez, 2017). In addition, banking
products and services are perceived as generic and
undifferentiated products. Therefore, it is
necessary to build a positive image and reputation
and strong trust, and to develop such conditions
need to be developed by CSR rather than through
product development. For that reason, many banks
are investing in CSR activities (Cian & Cervai,
2014; Herstein, R. et al., 2008; Pérez & Del
Bosque, 2015).

In Indonesian banking industry, maintaining the
reputation of banks is included in aspects of Good
Corporate Governance (GCG) that should get bank
attention and be done through CSR activities
(Solihin, 2009). These GCG rules serve as the
basis for bank references in explaining the CSR
logic of the bank, thus are always described in the
beginning of the introductory part of annual report.

In the annual report, it is explained that in its
business operations, the bank must maintain

against business risks, one of which is reputation
risk, which is due to the decreasing of the
stakeholder trust level stemming from the negative
perception towards the bank (Herstein, R. et al.,
2008). Reputational risk control measures include
prevention of reputational risk that leads to a
decrease in bank reputation. This step is done by
performing the social responsibility of the bank in
a series of activities to empower the community.
The activities are in the form of economic or social
ones expected to build a positive reputation of
stakeholders, especially customers, on the banks
(Alrubaiee, L.S. etal., 2017).

Referring to the governance consideration,
maintaining banks reputation is very crucial in
term of market and regulation. So far, Indonesian
banking industry concerns on CSR sectors which
include environment, health, education, disaster
assistance, donation, nternal interests (for bank
employees), and banking products. Based on this
sectors, education takes the highest portion of
26%, followed by 22% environment, 20%
employees, 12% donation and 11% health. The
least portion goes to disaster fictims assistance,
while bank product development and others hold
the same percentage of 3% (Lindiawati, 2019).

These figures of CSR implementation in
Indonesian banks shows that this industry has

Copyright © 2022 The Author(s): This work is licensed under a Creative Commons Attribution- NonCommercial-NoDerivatives 4.0 1
(CC BY-NC-ND 4.0) International License

*Corresponding Author: Lindiawati
DOI-https:/ /doi.org/ 10.5281/zenodo.7023374



Lindiawati, et al.

Sarc. Jr. Eco. Bus. Man. vol-1, issue-6 (2022) pp-1-9

relatively impelemented good CSR activities
which covers varied aspects. Anyhow, not all
banks have reported in the same way which
present complete and detail explanation of the
CSR programs as well as with detail amount of
fund supported the program implementation.
While the annual report of CSR upload in ecah
bank’s website, the parties having interests are
those  stakeholders such as  government
representatives and non-government organisation
having care of corporate CSR program such as
Corporate Forum for Community Development
(CFCD). This community consists of the
representatives of private companies and stated
owned companies who are in charge of CSR for
their organization. If CSR report are prepared and
communicated in a well managed, then it will help
build the companies’image and reputation.

That’s why this paper, focusing on banks in
Indonesia, examines the significance of CSR
communication quality which is the banks’ annual
CSR report in influencing the CSR reputation of
the banks. Preceeding this relationship is the role
of altruism level of the CSR activitiies and
credibility of the bank in implementing CSR
activities.

THEORY AND HYPOTHESES

Corporate Social Responsibility

Corporate  Social responsibility (CSR) as
(Lawrence, A.T. and Weber, J. 2014) explained
refers to that a company’s effort to actively
improve the quality of environment, community
and the people. Responsibility itself means
creating commitment to give back to society and
the organiza-tion’s stakeholders. This statement
strengthens the definition of CSR which is a
commitment to improve community’s well being
through discre-tionary business practices and
contribution of corporate resources. Based on this
definition, CSR is aimed at delivering positive
impacts to community and to reduce negative side
of the company (Craven, D.W. and Piercy, 2013).
If a company well understands the needs of the
community, then the company can contribution to
public things that they really need. Referring to
ethical values, for the company, customers have
very strong roles and they are the sustainable
marketing promoter (Kotler, P. and Armstrong, G,
2018: 635).

Corporate Social Responsibility in Banking
Industry

Getting the sense of Corporate Social Responsibil-
ity in banking industry often is preceded by the

sensing of its stakeholders that are those directly
or indirectly involve in banking business (Khan,
2010). Those stakeholders are banks customers,
staff, suppliers and community. Banking
stakeholder are those of external and internal, and
voluntary and involuntary. CSR has its dimension
which are dimensions orienting to customers,
stock-hoders, supervisor board, publis or
community, law and ethics (Perez, A. & Del
Bosque, I.R. 2015).

Besides the dimensions of CSR, other CSR aspects
that are also important to know are the sectors of
the CSR programs. Accumulatively, bank
contribution to public through CSR programs are
health, education, education, natural disaster aids,
donation, program for staff, and social problems
(Hinson, 2011; Kansal, M. et al., 2014; Khan,
2010; Krasodomska, 2015).

While the sector of CSR activities in Indonesian
banking is grouped into four areas: the
Environment; Employment, Health, Safety; Social
Societies; Responsibility to Consumers. These four
fields become the format referred to by banks,
especially the bank categories of BUKU 3 and
BUKU 4, which also covers the seven sectors that
have been used in some CSR research.

Corporate Social Responsibility in Marketing
Concept

The marketing concept explains that the company
is making efforts to meet the needs of the target
market more effectively and efficiently than its
competitors (Kotler, P. and Armstrong, G, 2018).

From a marketing perspective, corporate social
responsibility is explained through the concept of
societal marketing concept and sustainable
marketing. Both of these concepts are actually part
of the four concepts contained in a quadrant that
uses the matrix of consumer needs and the needs
of the company each of which involves a period of
time now and the time to come. While societal
marketing explains that in fulfilling the needs of
the company is done by thinking of the good for
consumers for the future (Abratt, R. & Sacks,
1989). Strategic plan-ning concept is the
fulfillment of the company's needs for the future.
While sustainable marketing is the responsibility
of the company for the envi-ronment and society
that meet the needs of companies and customers in
the present and future.

Altruism
Pérez & Del Bosque, (2015) explained that al-
truism is a sense of concern for social problems. In
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view of the former condition, CSR is perceived as
a utilitarian strategy that provides solutions to
social problems. But in reality today the customer's
tendency is that they do not only see the impact of
CSR but also are interested in knowing the
motivation of banks in doing CSR. Companies
giving attention to stakeholders, society and
environment and try to help solve their problem
are considered to be altruistic (Rim, Yang. & Lee,
2016). Being more altruistic leads the banks to tell
more and in detail about their CSR activities that
causes their CSR annual report to be better or
having better quality (Ali, W. et al., 2017). This
logic leads to a hypothesis as follows:

H1:  Altruism
Information Quality.

Credibility

In the context of CSR banking, it is explained that
credibility is the level of customer perception of
the bank judged from the skills and experience and
the sincerity and honesty of the bank in carrying
out its trustworthiness (Perez, A. & Del Bosque,
I.R. 2015). Previously, (Goldsmith, R. E., Lafferty,
B. A. & Newell, 2000) reviewed the credibility in
the advertising industry which explains that
credibility includes experience and
trustworthiness.

positively  affects CSR

The value perceived is knowledge and experience
whereas trust-worthiness is honesty and can be
trusted (believability).These two dimensions are
very important in influencing consumers. In
addition to the associated dimensions of my values
of value and trustworthiness, a somewhat different
one in this study is that much credibility is viewed
as part of the company's reputation.

In a more recent study by (Park, J. et al., 2014),
which examined the credibility of the cause-related
marketing program, the exposure of credibility to
more than people perceive in Goldsmith, R. E.,
Lafferty, B. A. & Newell, (2000); (Perez, A. & Del
Bosque, I.R. 2015) is equally ex-plained about the
dimensions that make up the credibility of
experience and trustworthiness, and experience,
the definition is also broader, which includes the
aspect of corporate experience in running CSR.

Banks or other kinds of companies having good
credibility meaning having better experi-ence and
trustworthiness in planning and implementing their
CSR programs tend to expose more to the society.
This means that they try to expose this in their
CSR annual report, so they quality of their CSR

information to the public and authority is better.
This logic leads to a hypothesis as follows:

H2: CSR Credibility positively affects CSR
Information Quality.

CSR Information

CSR information departs from the classical
information theory (Skard, S. et al., 2013) which
explains that consumers tend not to trust the source
of information about companies because they
judge the source to be biased and self-interested).
Therefore, bank's CSR inormation should take into
account the aspects that could have a positive
impact on the bank's reputation. In addition,
general marketing communication theory (Wang,
A. & Muehling, 2012) is also referred to the
related logic that the cus-tomer's pre-evaluation of
a brand affects the effectiveness of a brand's
information.

This should be considered that customers should
get good news first about a brand which can be
from the previous period of report or other forms
of brand information aids as well as from positive
word-of-mouth.

A CSR report is considered good if it is
transparent. Legitimacy Theory explains that
transpar-ency, which is the key of this theory, is
spurred by the existence of pressures of external
environ-ment such as customers, employees,
authority, and society (Fernandez-Feijoo, B. et al.,
2014). Referred from other reference, it is said that
external environment leverages value inter-
nalization such honesty, openness, integrity of
which lead to banks to report their CSR activities
transparently (Dubbink, W. et al., 2008).

CSR report as the form of CSR Information to
public is considered transparent if it meets the
condition of exposing complete information
(Chauvey, J.N, Giordano-Spring, Cho, & Patten,
2015). Besides looking into the complete number
of information, transparency also discloses content
or meaning oriented (Smith & Taffler, 2000).
Anyhow, those two considerations are not enough
to make sure society to admid a transparency
(Chauvey, J.N. et al., 2015). Transparency needs
to expose the stakeholders’ trust on the company’s
commitment in handling CSR activities (
Fernandez-Feijoo, B. et al., 2014).

This trust is laid in the information quality of CSR
reports (Chauvey, J.N. et al., 2015; Fernandez-
Feijoo, B. et al., 2014). Information quality is
identified by the change of stakeholders’ attitude
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on the companies’ strategies and their CSR’s
impacts (Brammer & Pavelin, 2006). In short,
information quality consists of quantitative and
gualitative items and values (Al-Tuwaijri,
Christensen, & Hughes, 2004) leading the brief
characteristic of transparent CSR information
namely Relevance, Comparability, Verifiability,
Clarity, Neutrality (Chauvey, J.N. et al., 2015).

Reputation

A company's reputation is a perception of a com-
pany based on a particular judgment. Compared to
images that are at first glance about a company,
more perceptions need to be focused and assess
some aspects of the enterprise so as to build rep-
utations (Brammer & Pavelin, 2006; Lewis, 2003;
Pérez & Lopez-Gutierrez, 2017). Transparency is
also considered to improve company’s reputation.
This is expressed in the Legitimacy Theory
(Michelon, 2011; Patten, 1992; Pérez & Lopez-
Gutierrez, 2017) which explains that transparent
CSR reporting is part of a dialogue between ethical
companies and their stakeholders, enhancing the
legitimacy of firms and enhancing the company's
positive rep-utation. This research currently done
focuses on the reputation of banks in handling
their CSR. The logics explained in the concepts of
CSR information and reputation has led leads to
the fol-lowing hypothesis:

H3: CSR Information Quality positively affects
CSR Reputation.

RESEARCH METHOD

Measures Development

The measures for four variables were adopted from
the literature of some studies then they were
adapted to suit the context of the research. These
variable measures were adopted from (Pérez & del
Bosque, 2013). The detail measures and the
sources of the studies are provided in Appendix-1.

Respondents

The participants of this research were corporate
social responsibility raters (CSR raters) who are
included in the members of Corporate Forum for
Community Development (CFCD). CFCD mem-
bers are those who are from private and state-
owned companies, Non-governmental Organiza-
tion (NGO) and academicians. Totally, there were
twenty eight respondents participating in re-
sponding the guestionnaire.

Data Collection

There are thirteen banks of BUKU 3 and five
banks of BUKU 4 totaling eighteen banks. Since
there are twenty eight people who were willing to

be the respondents, so each respondent are to fill
out about four questionnaire which each evaluate
different banks. The banks have been checked by
the researcher so they represent bank of BUKU 3
and BUKU 4. Total data was 115 filled
questionnaires. The questionnaire was de-veloped
and distributed to the respondents online by using
the easy help of Google Form facility. The link of
the online questionnaire then was dis-tributed to
the email addresses of those respond-ents together
with the attachment which were the CSR report of
banks determined to view before they gave
respond to the questionnaire. The email address of
the respondents were from the Head of Research
Department of CFCD. This key person strongly
support by helping offering to all mem-bers to help
be the respondent of this research. This powerful
access was well responded, and by the online
questionnaire collecting data was relatively easy,
prompt, and quite cheap. Anyhow only eleven
respondents were responding through online
guestionnaire, and when they were given notice,
they  preferred responding the hardcopy
guestionnaire. This gave a learning that still many
people are reluctant to work online.

The consequence of collecting such kind of data is
that the cost is high since the respondents in
appreciating the respondent for hard working of
looking into the bank CSR report first before re-
sponding the online questionnaire. One respondent
must fill out about two to six questionnaire that
each of it refer to different banks.

RESULTS

Measure Evaluation

Initially, all variables are measured using items
where altruism was measured by 4 items, credibil-
ity by 7 items, CSR information by 6 items, and
reputation by 5 items. Anyhow, the first meas-ure
showed that five items were not valid since the
outer loading score which were indicated by con-
vergent validity score showed that the scores were
below 0.7. They were altruism (item no 3), CSR
information (item no 2,3,5,6). After being run for
the second time deleting altruism item no 3 and
deleting CSR information items no 2,3,5,6, it
showed that all left items successfully explains the
measure of the variables. This can be seen by the
convergent validity score which are all > 0.5. The
standard minimum score is 0.7 (Hair, J.F. et al.,
2010). Anyhow in other source the minimum score
of convergent can be 0.5 (Ghozali, 2015) as well
as the scores are the highest ones compared to the
score of the columns. The convergent validity
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score are explained by normalized Structure below.

Loading and Cross-Loading as shown in Table 1

Table 1: Normalized Structure and Cross Loadings

Altl 0.707 | 0.618 | -0.710 | 0.336
Alt2 0.876 | -0.270 | -0.168 | 0.103
Alt4 0.806 | -0.206 | 0.451 | -0.224
Credl | -0.071 | 0.699 | 0.167 | 0.194
Cred2 | -0.512 | 0.799 | -0.555 | 0.222
Cred3 | -0.177 | 0.699 | 0.034 | 0.257
Cred4 | 0.494 | 0.770 | 0.453 | -0.579
Cred5 | 0.703 | 0.636 | 0.349 | 0.259
Infl 0.104 | 0.328 | 0.787 | 0.057
Inf2 | -0.173 | 0.177 | 0.721 | 0.371
Repl | 0.599 | 0.127 | 0.534 | 0.783
Rep2 | -0.737 | 0.315 | 0.041 | 0.633
Rep3 | -0.588 | 0.244 | -0.446 | 0.677
Rep4 | -0.286 | -0.309 | -0.212 | 0.823
RepS | -0.773 | -0.434 | 0.400 | 0.622

Source: Output of Data Processed
Note: Alt: Altruism, Cred: CSR Crediibility, Inf: CSR

Information Quality, Rep: CSR Reputation

The second indicator to confirm a good outer
model is by the discriminant validity score which
was showed by the Average Variance Extracted

(AVE) scores that should be above 0.5. Table 2
shows the AVE score taking the diagonal position
all showing the scores that are above 0.5 namely
0.013; 0.889; 0.916; 0.794.

Table 2: Average Variance Extracted (AVE) Scores
Correlations among |.vs. with sq. rts. of AVEs

Altruism credible | communic | Reputasi
Atrism  ((0.913) 0274 0466 0543
credible 0274 (0.889) 0561 0722
| communic 0466 0561  (0.916) 0390
| Reputesi 0543 072 03%0  (0.7%)

Source: Output of Data Processed

While referring to the reliability of the meas-urement items, it is shown by the composite relia-bility below in
Table 3, which ideally should be > 0.8. The score are 0.923; 0.971; 0.970; 0.838 meaning that the items of the
guestionnaire are all reliable.

Table 3: Composite Reliability Coefficients

Alt Cr Inf | Rep
0.923 | 0.971 | 0.970 | 0.828
Source: Output of Data Processed

Structural Model Estimation

This research includes three exogen variables and
one endogen variable that all were tested statisti-
cally using Structural Equation Estimation sup-
ported by WarpPLS 6.0 version. The following is
the research model that has been successfully
tested.The causality of each construct effects show

significant result showed by all p values which are
<0.01

Bank Reputation (Rep) is explained by the
antecedents which is CSR Information Quality
(Inf) as of only 12%. This shows that the part of
the model of the influence of CSR Information
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Quality to bank Reputation is relatively weak,
since the relation score is only 0.26 (R* = 0.26).

The second part of the whole model of the research
is on the model involving CSR Information
Quality with its antecedents of CSR Al-truism
(Alt) and CSR Credibility (Cr). CSR Information
Quality is explained by CSR Altruism and CSR
Credibility as of 44%.

This shows that this part of the model of the
influence of Altruism and CSR Credibility to CSR
Information Quality is quite good, since the
relation score is 44% (R? = 0.44). Thus, based on
the two parts of the model, come the whole model
of CSR Reputation which shows that quite good
on CSR Information Quality, but not so good on
the CSR Reputation.

Reputation (Rep) is affected significantly CSR
Information Quality (Inf) quite strongly as of 88%
(B=0.88; p<.01). CSR Altruism strongly affects
CSR Information Qual-ity as of 77% (B p=0.77,
p<0.01). CSR Credibility strongly affects CSR
Information Quality a as 21% ( =0.12; p<0.01).

DISCUSSION AND IMPLICATION
Discussion

Based on the data processed, this research found
Some important findings.Referring to the first

Altruism
(R)3i

credible
(R)5i

hypothesis that CSR Altruism significantly affects
CSR Information Quality, it is showed that CSR
Altruism strongly affects CSR Information
Quality. This explains that the Indonesian banks of
those BUKU 3 and BUKU 4 are perceived by CSR
raters as having good social cares, are aware of
social problems, well implement the social
programs, and like to make social donations. This
perceptions leads to the belief of CSR raters that
the banks’ CSR programs show highly moral
values.

It is in line with the fact found that Indonesian
banking industry has cared on quite varied social
aspects namely environment, health, education,
disaster assistance, donation, bank employees, and
banking products development. Education get the
highest portion of 26%, followed by 22%
environment, 20% employees, 12% donation and
11% health, 3% disaster fictims assistance, 3%
bank product development and 3% others
(Lindiawati, 2019).

mne

Further facts behind these figures is that banks
showing big role in environment have contributed
in avoiding loan proposals which are not supported
by documents stating that thwy will save
environment (Lindiawati, 2019).

Reputasi

Figure 1: Hypothesized Model

Further facts behind these figures is that banks
showing big role in environment have contributed
in avoiding loan proposal, building clean water
instalation in remote areas, making ponds for
productive community groups, donate boats for
fishermen around the capital city. Referring to
their operation, some banks have used ATM
machine based on solar energy, and used paperless
financial statements. While internally, the banks
have implemented online meeting, saving

electricity energy, reducing the use of plastic cup
and bottle (Lindiawati, 2019).

The result of the second hypothesis is that
Credibility significantly affects CSR Information
Quality. This means that the banks’ CSR reports
depict facts the banks are competent and
experienced in handling CSR, the CSR programs
are considered well prepared, and their commit-
ment to their stakeholders is trustworthy, honest,
as well as showing sincerity. By so, the raters then
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perceived that the banks’ CSR programs show
highly moral values.

The result explained that CSR Information Quality
positively affect the CSR Reputation. This means
that annual reports of Indonesian banks under the
category of BUKU 3 and BUKU 4 as the form of
CSR information affects the CSR reputation of
Indonesian banks of BUKU 3 and BUKU 4.
Banks’ CSR programs have already perceived as
highly moral values and banks have focused in
preparing those programs. These perceptions lead
to further perception that the CSR program of
those banks contain high commitment to the
society, own good social and , environment
responsibilities, annually expose transparent and
accessable CSR reports.

The Structural Equation Modelling also informed
the result that altruism and CSR cred-ibility of the
banks strongly affect the way banks communicate
their annual CSR reports. These are showed by of
the effect of altruism on CSR information quality
that is shown by the B value (f = 0.77) while effect
of CSR cred-ibility on CSR information quality is
shown by the f = 0.88. Anyhow, the effect of CSR
information quality on the CSR Reputation is not
that strong, rather it has weak effect ((p = 0.21).

Implication
The finding of this research has important
implication for developing the governance of CSR

Based on the result of Structural Model
Estimation, it is shown that the effect of altruism
and CSR credibility on CSR information quality
are very high (= 0.88 and B= 0.77). This indicates
that banks must have specific department handling
the preparation, implementation and information
of CSR to their stakeholders. So far, Indonesian
banks that are considered having good annual CSR
report are those under the category of BUKU 4
(the national big banks which three of them are
state belonging to domestic and foreign (mixed)
ownership.

While domestic banks mostly have not shown
good CSR reports (Lindiawati, L. et al., 2017).

The next implication referring to the weak ef-fect
of CSR information quality on the CSR reputation,
the information of banks’ CSR can not take special
lane only as of those being regulated by the
Indonesian Finance Service Authority that the
banks comply, rather information to public as a
whole must be faced to the existence of the
awareness of the banks on their CSR programs
showing the goodness for society and
environment. Although banks annually upload
their CSR report to their web-site and to Indonesia
Stock Exchange website, public are reluctant to
specifically open those access. This may lead to
the marketing idea that CSR banks may involve
public as their target market to be in CSR activities
through the designed below-the-line marketing

and marketing aspect. programs. This may be more effective and
efficient way instead if using above-the-line
promotion which is of too expensive.
Appendix-1: Summary of Measures
Construct Measures (Items) Sources
CSR Altruism | 1. The banks care of social problems Perez, A. & Del Bosque, I.R.
(Alt) 2. The banks implement social sharing programs 2015
3. The banks like to make social donation
CSR 1. The banks are competent in handling CSR Perez, A. & Del Bosque, I.R.
Credibility 2. The banks’ CSR program are well planned. 2015
(Cr) 3. The banks are competent in implementing social
responsibility to their stakeholders
4. The banks are experienced in handling CSR
5. The banks’ commitment to the stakeholders is
trustworthy.
6. The banks’ commitment to the stakeholders shows
honesty.
7. The banks’ commitment to the stakeholders shows
sincerity
CSR 1. The banks’ CSR programs show highly moral values. | Berens and Popma, 2014
Information | 2. The banks’ CSR programs do not make it up. Pomering, A, (2013)
Quality
(Inf)
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CSR 1. The banks have highly committed to the society. Perez, A. & Del Bosque, I.R.

Reputation 2. The banks have social responsibilities.

2015

(Rep) 3. The banks have environment responsibilities

4. The banks transparently report their CSR programs

5. The banks’ CSR programs are accessable.
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