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1. Introduction

Significant changes have been observed in the Indian banking sector in recent years. These changes
have been driven by technological progress and the rise of digital financial services. As highlighted
by Igbal et al. (2021), the traditional banking structure has been transformed, with cashless
transactions becoming increasingly common due to the adoption of internet banking and e-commerce.
This shift has been facilitated by the widespread availability of mobile phones and internet access,
through which financial opportunities have been extended to previously unbanked populations. One
major initiative contributing to this transformation has been the Pradhan Mantri Jan-Dhan Yojana
(PMIDY). This national program has been designed to promote financial inclusion by offering basic
banking services, such as savings accounts, remittance facilities, credit, insurance, and pensions to
underserved communities (Kusuma et al., 2023; Shaikh et al., 2024). Although access to formal
banking has been significantly expanded through PMIDY, several challenges have yet to be
addressed. These include the enhancement of financial literacy, the improvement of credit delivery
mechanisms, and the integration of excluded populations into the broader financial system (Malpani
et al., 2024). Despite the extensive outreach achieved by PMJDY, a notable gap in research has been
identified regarding the impact of customer satisfaction and loyalty among PMJDY account holders
on the financial performance of banks. Most existing studies have concentrated on financial inclusion
metrics or localised service evaluations. For example, customer satisfaction based on account usage
duration was assessed in Chennai by Palamalai et al. (2021). Rahman (2013) examined perceptions
related to service reputation and cost, while Bijoy (2018) attempted to establish a link between
satisfaction, loyalty, and bank profitability but did not identify a clear causal relationship. Patnaik et
al. (2016) evaluated the program’s effectiveness in Orissa without considering the financial
implications of customer behaviour. This body of literature has revealed an essential gap. A detailed
analysis connecting customer satisfaction and loyalty to bank performance within the PMJDY
framework has not been conducted. Understanding this connection has become increasingly
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important. It has been observed that satisfied and loyal customers are more likely to maintain long-
term banking relationships, utilise additional services, and contribute to stable revenue streams.
Recent studies employing multivariate analysis and Partial Least Squares Structural Equation
Modelling (PLS-SEM) have begun to investigate these complex relationships (Kamath et al., 2019;
Omoregie et al., 2019). These analytical methods have provided valuable tools for examining how
constructs such as trust, satisfaction, and loyalty influence measurable financial outcomes for banks.
In the context of PMJDY, such analysis holds particular relevance. Although individual account
holders from lower-income groups may not generate substantial revenue, their collective engagement
has the potential to significantly influence a bank’s financial health. Accordingly, this study has been
undertaken to explore how the satisfaction and loyalty of PMJDY customers affect profitability and to
establish a link between financial inclusion policy and performance-based banking strategy.

2, Theoretical Foundation and Review of Literature

The relationship between customer satisfaction, loyalty, and financial performance has long been a
central focus in banking research. However, applying this framework to financial inclusion programs
like the Pradhan Mantri Jan-Dhan Yojana (PMJDY) has received limited attention. Recent studies are
starting to close this gap, providing insights into how satisfaction and loyalty among PMJDY account
holders affect bank financial health. Sahoo and Sood (2024) conducted an in-depth study using Partial
Least Squares Structural Equation Modelling (PLS-SEM) to explore the relationships between
customer satisfaction, loyalty, and bank performance within the PMJDY context. Their findings show
that customer satisfaction strongly influences loyalty. Loyalty, in turn, partly mediates the connection
between satisfaction and financial performance. This supports the notion that retaining satisfied
customers can lower acquisition costs and boost profitability. Customer satisfaction is increasingly
recognised as a strategic asset in inclusive banking. Studies by Sharma and Gupta (2022) and Reddy
and Divya (2025) highlight that satisfaction among PMJDY beneficiaries is influenced by service
accessibility, staff empathy, and digital literacy. Mishra and Sahoo (2020) found that mobile banking
features significantly enhance satisfaction, especially among younger users. Loyalty in PMJDY
banking is shaped by trust, service consistency, and perceived value. Aripin (2025) identifies service
quality and grievance redressal as crucial factors boosting loyalty. Singh and Mehta (2024) argue that
loyalty leads to reduced churn and increased cross-selling, particularly in semi-urban branches.
Recent studies confirm a positive link between customer experience and bank performance. Kumar
and Singh (2021) demonstrate that engaged PMJDY customers enhance operational efficiency and
profitability. Jain and Patel (2023) report that banks with higher satisfaction scores have better
financial KPIs, including deposit growth and lower account dormancy. The mediating role of loyalty
has gained attention in recent empirical models. Verma and Kapoor (2024) used structural equation
modelling to show that loyalty significantly enhances the impact of satisfaction on financial
performance. Das and Rout (2023) support this view, noting that trust-based loyalty promotes repeat
usage and long-term engagement. Choudhury and Sen (2022) stress that loyalty must be earned
through consistent service delivery and open communication. Their longitudinal study shows that
sustained satisfaction leads to lasting loyalty, which drives profitability. Bansal & Kaur (2020) suggest
that inclusive banking models can be financially viable when customer experience is a priority. Joshi
& Thakur (2022) note that customer-focused innovations, such as biometric authentication and
multilingual support, enhance loyalty by improving usability and reducing friction. Sinha and
Mohanty (2023) further illustrate that financial literacy programs strengthen loyalty by empowering
users to make informed decisions. Verma & Kapoor (2024) emphasize that satisfaction is not just
transactional but also emotionally tied to trust, dignity, and perceived fairness. These findings align
with broader frameworks on service quality, where responsiveness and reliability are key drivers (Roy
& Dasgupta, 2021). Mittal et al. (2023) review over 40 years of research through a meta-analysis of
245 studies, confirming that customer satisfaction positively relates to both individual outcomes (like
retention, word-of-mouth, and spending) and firm-level outcomes (such as accounting and market
performance). Though not specific to PMJDY, their work reinforces the theoretical basis connecting
satisfaction and loyalty to financial success. Kumar & Peerzade (2021) examined changes in Indian
banking post-liberalization. They noted that customer satisfaction has become a critical differentiator,
especially as banks compete based on service quality rather than just products. Their study shows how
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private sector banks have used customer-focused strategies to outperform public sector banks, a
relevant insight for PMJIDY, largely implemented through public banks. The Balanced Scorecard
(Kaplan & Norton, 1992) provides a strategic framework connecting non-financial metrics like
customer satisfaction and loyalty with financial outcomes. In the context of PMIDY, this framework
is relevant as it allows banks to gauge how improvements in service quality and customer experience
among financially included populations translate into profitability and sustainability. Studies by Jamal
& Naser (2003), Murphy et al. (1996), and Speth et al. (1977) underscore that customer satisfaction
serves not only as a performance benchmark but also as a driver of loyalty and repeat engagement. In
banking, particularly among PMJDY account holders, satisfaction fosters long-term relationships,
reduces churn, and creates cross-selling opportunities, enhancing financial performance. The changing
expectations of banking customers (Lewrick et al., 2010; EY Report, 2017) and the commoditization
of banking services (Gilbert & Royne Stafford, 2022) underscore the necessity for banks to stand out
through superior service. For PMJDY beneficiaries, who often represent first-time formal banking
users, service quality and perceived value are crucial in building loyalty and ongoing usage.

While financial inclusion initiatives like the PMJDY have greatly increased access to banking, current
literature largely emphasises quantitative outreach measures like account penetration and transaction
volumes over the quality of customer experience.

Specifically, there is a lack of empirical studies examining how customer satisfaction and loyalty
among PMJDY beneficiaries affect banks' financial performance. Moreover, the role of customer
loyalty as a mediator in this relationship has been insufficiently explored, particularly within the
socio-economic context of low-income and rural populations. Previous research often overlooks the
behavioural and attitudinal factors that drive sustained engagement with banking services, which are
vital for the long-term success of financial inclusion efforts. This study addresses these gaps by
integrating customer-focused variables into a performance-oriented framework, offering a deeper
understanding of how satisfaction and loyalty contribute to bank profitability and operational success
within the PMJDY scheme. The study have the following objectives:
e To examine the direct impact of customer satisfaction on the financial performance of a bank
serving PMJDY account holders.
e To measure the relationship between customer satisfaction and customer loyalty among
PMIJDY beneficiaries.
o To evaluate the effect of customer loyalty on the financial performance of banks operating
under the PMJDY scheme.
e To analyse the mediating role of customer loyalty in the relationship between customer
satisfaction and bank financial performance.

2.1. Customer Satisfaction and Loyalty

How clients perceive and expect the quality of services from a bank is essential for its success. Bitner
et al. (2000) state that financial institutions looking to gain and maintain a competitive edge must
consider these views. This helps them assess the market, create a service delivery system that meets
customer expectations, and improve service performance. Many people are interested in this topic
because of the strong connections between service quality and factors like spending, profitability,
satisfied clients, and loyalty. The literature mainly focuses on face-to-face interactions between
customers and employees, examining the relationship between service quality and customer
satisfaction, and financial performance. Technology improvements have also affected service
marketing (Paul et al., 2016; Dabholkar & Bagozzi, 2002). This has led to more ways of delivering
services. When service companies use technology, they gain competitive advantages like improved
efficiency, fewer barriers to entry, and increased revenue from new products (Bitner, 2001). These are
just a few of the benefits. The quality of services offered is key to determining whether an effort will
succeed. Both academics and marketing professionals consistently focus on customer satisfaction and
loyalty. Research shows a strong link between high-quality service and satisfied, loyal customers,
which boosts a company's profits. There are various ways to assess service quality, including how
well it meets clients' needs (C. Banerjee, 2021). In today’s business climate, providing top-quality
service is critical, especially given the intense competition. Zeithaml et al. (2001) suggest that a
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company that consistently delivers high-quality services earns a better reputation. This makes it easier
to keep existing customers and attract new ones through positive word of mouth. A company’s ability
to thrive and maintain its market position heavily relies on the quality of its services. Banks can stand
out from competitors by offering high-quality service (Gao et al., 2008). The satisfaction level of
customers in retail banking has been widely studied (Utkarsh, 2022). Service quality is a crucial
element in this industry. Research (Zeithaml et al., 2001) indicates that to succeed today, a company
must provide excellent customer service. Customer service matters for any business, whether it’s
online or in a brick-and-mortar store. A. Banerjee & Gupta (2019) highlight the importance of
understanding what makes consumers happy in today’s fast-paced business environment. Chitturi et
al. (2008) found that if a customer's actual purchasing experience falls short of their expectations, it
negatively affects their satisfaction with the product or service. After using and paying for a product
or service, their satisfaction also relates to their feelings about it. Feedback from customers after using
a product or service shows that their needs have been met (Oliver, 1991). Research demonstrates that
customer satisfaction plays a crucial role in linking happy customers to repeat business. Customers
with PMJDY accounts who are satisfied with their services, such as financial inclusion initiatives,
case of use, and product options, are more likely to build trust and loyalty toward the bank. As
customers see that their relationship with the bank continues to provide value, they are more inclined
to stay loyal.

2.2.Customer Satisfaction and Financial Performance

When assessing a bank’s financial performance, one of the most important factors is customer
satisfaction. Happy customers are more likely to return for additional services, engage in repeat
transactions, and deepen their relationship with the bank. For PMJDY account holders, their level of
engagement closely relates to how accessible, reliable, and responsive they find the bank’s services.
Drawing from the Service-Profit Chain framework, satisfied customers help build a stable client base.
They also contribute to increased revenue by using a wider range of banking products. Higher
customer retention lowers the cost of acquiring new clients and boosts overall profitability. This
indicates a strong positive link between customer satisfaction and a bank’s financial success. PMJDY
beneficiaries are particularly receptive to efforts that promote financial inclusion and improve
services. This is especially true for banks serving economically vulnerable groups. When these banks
provide services that meet customer needs, they not only fulfil their social responsibility but also
improve their financial results. In summary, investing in customer satisfaction is not only a good
practice but also a smart strategy that pays off.

2.3.Customer Loyalty and Financial Performance

Customer loyalty is crucial for a bank’s financial success. Loyal clients often use financial services
more often, connect more deeply with the institution, and are less likely to switch to other banks. For
banks that serve PMJDY account holders, loyalty leads to consistent revenue, lower customer
turnover, and a stronger brand image, often enhanced through positive word-of-mouth. The
Satisfaction-Loyalty-Profit Chain provides a helpful way to understand this relationship. When
customers are satisfied, they are more likely to remain with the bank and try additional services, going
beyond basic offerings like savings accounts. This not only creates more opportunities to cross-sell
but also improves long-term profitability and sustainability. For PMJDY, loyal customers are more
likely to engage financially, benefiting both themselves and the bank. As their trust builds, so does
their eagerness to adopt broader financial products, which in turn leads to better financial results for
the bank. In summary, fostering loyalty among PMJDY account holders is not only good for customer
relations; it is a strategic tool for financial growth.

2.4.Customer Loyalty among Customer Satisfaction and Financial Performance

Customer loyalty plays a key role in connecting customer satisfaction and a bank’s financial success.
When clients have positive experiences, they are more likely to stay loyal, resulting in stronger
relationships and a steadier revenue stream. According to Relationship Marketing Theory, loyalty
strengthens the link between satisfaction and financial performance by promoting long-term
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engagement and boosting customer lifetime value. For banks serving PMJDY account holders, loyalty
offers several benefits: increased use of banking products, repeat transactions, and greater client
involvement. These behaviours reinforce the customer-bank relationship and contribute to ongoing
profitability. Satisfied PMJDY customers, who feel their needs are met, are more likely to continue
banking with the institution and explore additional services. In this context, customer loyalty serves as
a crucial link, transforming satisfaction into real financial results. It’s through this pathway that banks
can achieve consistent success, especially when serving financially vulnerable populations. Therefore,
institutions focused on PMJDY initiatives can reasonably expect that enhancing customer satisfaction
will lead to greater loyalty, which in turn drives financial performance.

Based on the above the following hypothesis are developed:

e HI: Customer satisfaction positively influences the financial performance of banks serving

PMIJDY account holders.

e H2: Customer satisfaction positively influences customer loyalty among PMJDY account
holders.

e H3: Customer loyalty positively influences the financial performance of banks serving
PMIJDY account holders.

e H4: Customer loyalty mediates the relationship between customer satisfactions and influences
the financial performance of banks serving PMJDY account holders.

3. Research Methodology

A stratified random sampling technique will be employed to ensure representation across different
regions (urban, semi-urban, and rural) and banking institutions (public and private sector banks). This
approach helps capture diverse customer experiences under the PMJDY scheme. Based on Cochran’s
formula for large populations, a sample size of approximately 220 respondents will be targeted to
achieve statistical significance and generalizability. Data collection will be conducted over three
months, from different cities in Odisha, like Cuttack, Berhampur, Sambalpur, and Bhubaneswar etc.,
allowing for seasonal variations in banking activity and customer engagement to be accounted for.
The study will focus on PMJDY account holders, specifically: Individuals from low-income
households who have opened accounts under the financial inclusion initiative Customers who have
actively used their accounts for transactions (e.g., deposits, withdrawals, DBT receipts)Respondents
aged 18 and above, capable of providing informed consent Inclusion Criteria: Must have held a
PMIDY account for at least six months Must have interacted with banking services (branch visits,
mobile banking, etc.) at least once in the past three months Exclusion Criteria: Dormant account
holders Respondents unwilling to participate or unable to comprehend the survey.

During the course of the studies that were carried out, both SEM and CFA were used. SEM is statical
method that is used for purpose of examining intangible aspect of business. These aspects include the
amount of customer satisfaction and loyalty as well as the financial performance of these companies.
For measurement, the structural equation model (SEM) makes use of both formative and reflective
approaches. The findings were validated not only by the factor loading, but also by several reliability
tests that were carried out with the help of CFA. Joseph F. Hair and colleagues (2018) and Sarstedt
and colleagues (2020). In complex models with small sample sizes, the PLS-SEM approach may be
used to identify the factors that have an impact on the correlations that exist between variables.
Through the process of determining the components that affect the connections, this may be done.
With the aid of this method, it is possible to determine the features that affect the connection that
exists between variables. One further use that may be made of this method is the determination of
correlations between the various variables that are being studied. For the purpose of gathering
information from each of the research sites, a mix of anonymous online surveys and in-person
interviews is used.
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Table 1: Variable Description

Component Description
Approach Quantitative, using survey-based data collection
Population PMJDY account holders across selected regions in India
Sampling Method Stratified random sampling to ensure representation across demographics.
Data Collection Structured questionnaire measuring satisfaction, loyalty, and service usage
Analysis Technique PLS-SEM (Partial Least Squares Structural Equation Modelling)
Framework Balanced Scorecard (Kaplan & Norton, 1992)

Source: Authors’ collection.

4. Results and Discussion
Table 2:Reliability and Validity Study Measures

Constructs Item Factor Loading Cronbach’s Alpha CR AVE
CL1 0.794 0.836 0.889  0.666
PMIDY
Customer CL2 0.792
Loyality CL3 0.706
CL4 0.785
CS1 0.734 0.770 0.853  0.593
PMIDY
Customer €S2 0.808
Satisfaction €83 0.721
CS4 0.715
Bank FP1 0.838 0.732 0.833  0.555
Financial FP2 0.850
Performance FP3 0.785
FP4 0.789

Sources: Author’s calculation.

To confirm the strength of the constructs in this study, PMJIDY customer loyalty, PMJDY customer
satisfaction, and bank financial performance reliability and validity analyses were conducted. In Table
2, the psychometric properties of each construct are presented, including factor loadings, Cronbach's
alpha, composite reliability, and average variance extracted. Satisfactory loadings (>0.70) were
observed for all items, indicating strong item reliability. Cronbach's alpha values for customer loyalty
(0.836), customer satisfaction (0.770), and financial performance (0.732) were found to exceed the
recommended threshold of 0.70, thereby confirming good internal consistency (Nunnally &
Bernstein, 1994). Furthermore, composite reliability (CR) scores ranging from 0.833 to 0.889 were
recorded for all constructs, surpassing the minimum requirement of 0.70 and confirming construct
reliability. The average variance extracted (AVE) values for customer loyalty (0.666), customer
satisfaction (0.593), and financial performance (0.555) met the standard cutoff of 0.50, thereby
establishing convergent validity (Fornell & Larcker, 1981). Through these results, the reliability and
validity of the measurement model were affirmed, providing a robust foundation for subsequent
structural analysis and hypothesis testing.

Table 3: Heterotrait-Monotrait Ratio (HTMT) Matrix

Construct Banking Financial PMJDY PMJDY

Performance Customer Loyalty Customer
Satisfaction

Banking Financial Perroemance

PMJDY Customer Loyality 0.384

PMJDY Customer Satisfaction 0.325 0.931

Fornell-Larcker criterion

Banking Financial Perroemance 0.816

PMJDY Customer Loyality 0.326 0.770

PMJDY Customer Satisfaction 0.272 0.703 0.745

Sources: Author’s calculation.
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Discriminant Validity Assessment: To ensure that the constructs in the study, PMIDY
customer satisfaction, PMJDY customer loyalty, and bank financial performance were conceptually
distinct and non-overlapping, discriminant validity was assessed using two widely accepted methods:
the Fornell-Larcker criterion and the HTMT ratio.

Fornell-Larcker Criterion: According to the Fornell-Larcker criterion, the square root of the
average variance extracted (AVE) for each construct was compared with its correlations to other
constructs. Discriminant validity was confirmed when the square root of the AVE (diagonal values)
was found to be greater than the inter-construct correlations (off-diagonal values).

Table 4: Fornell-Larcker

Construct AVE (Diagonal) Highest Correlation (Off-Diagonal)
Bank Financial Performance 0.816 0.326 (with Customer Loyalty)
PMJDY Customer Loyalty 0.770 0.703 (with Customer Satisfaction)
PMJDY Customer .

Satisfaction 0.745 0.703 (with Customer Loyalty)

Sources: Author’s calculation.

The Fornell-Larcker criterion was met by all constructs, indicating that more variance was shared with
their own indicators than with other constructs. Adequate discriminant validity was thereby
confirmed.

Heterotrait-Monotrait (HTMT) Ratio: The HTMT ratio is a more stringent test of
discriminant validity, especially in structural equation modelling. Values below 0.85 (or 0.90 in some
contexts) suggest that constructs are empirically distinct.

Table 5: HTMT Ratio

Construct Pair HTMT Value
Bank Financial performance & Customer Loyalty 0.384
Bank Financial Performance &Customer satisfaction 0.325
Customer Loyalty & Customer Satisfaction 0.931

Sources: Author’s calculation.

While most HTMT values are well below the threshold, the value between Customer Loyalty and
Customer Satisfaction (0.931) slightly exceeds the conservative cutoff of 0.90. This suggests a strong
association between the two constructs, which may be expected given their theoretical linkage.
However, further testing (e.g., cross-loadings or model re-specification) may be warranted to confirm
construct distinctiveness. The discriminant validity results largely support the distinctiveness of the
constructs used in this study. The Fornell-Larcker criterion confirms that each construct is sufficiently
unique, while the HTMT ratio highlights a strong but theoretically justifiable relationship between
customer satisfaction and loyalty. These findings validate the measurement model and support its use
in subsequent structural analysis.

Structural Model Assessment: The structural model was evaluated to test the hypothesised
relationships among the constructs: PMJDY customer satisfaction, PMJDY customer loyalty, and
bank financial performance. Standardised path coefficients and p-values were examined to determine
the strength and statistical significance of these relationships.

Table 6: Path Coefficients and Hypothesis Testing

Hypothesized Path Path Coefficient P-value Interpretation
Customer Satisfaction — Customer 0.703 0.000  Strong, significant Positive
Loyalty relationship
Customer Loyalty — Bank Financial 0.266 0.000  Moderate, significant
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Performance positive relationship.
Customer Satisfaction— Bank Financial 0.084 0.134  Weak, non-significant
Performance direct relationship

Sources: Author’s compilation.

H1: Customer Satisfaction positively influences Customer Loyalty. Supported. The path coefficient of
0.703 with a p-value < 0.001 indicates a strong and statistically significant relationship. This suggests
that higher satisfaction among PMIJDY account holders leads to increased loyalty toward their
banking institution.

H2: Customer Loyalty positively influences Bank Financial Performance. Supported. The coefficient
of 0.266 and p-value < 0.001 confirm a significant positive impact. Loyal customers contribute to
improved financial outcomes, possibly through repeat transactions, reduced churn, and positive word-
of-mouth.

H3: Customer Satisfaction directly influences Bank Financial Performance. Not Supported. Although
the path coefficient is 0.084, the p-value of 0.134 indicates that this direct effect is not statistically
significant. This implies that satisfaction alone may not directly translate into financial performance
unless mediated by loyalty

Implications: The model suggests a mediated pathway where Customer Satisfaction enhances Bank
Financial Performance indirectly through Customer Loyalty. This aligns with service marketing
literature, which posits that satisfaction fosters loyalty, and loyalty, in turn, drives financial outcomes.
The structural model confirms that Customer Loyalty plays a pivotal mediating role between
Customer Satisfaction and Bank Financial Performance in the context of PMJDY account holders.
While satisfaction alone does not directly impact financial performance, its influence is channeled
effectively through loyalty behaviours. These findings underscore the strategic importance of
nurturing customer loyalty to achieve sustainable financial outcomes in inclusive banking initiatives.

Path Analysis and Hypothesis Testing

H4:To evaluate the structural relationships among the constructs PMJDY Customer Satisfaction,
PMJDY Customer Loyalty, and Bank Financial Performance, a path analysis was performed using
standardized coefficients, t-statistics, and p-values. The results have been summarized in Table 3 and
interpreted as follows.

Direct Relationships Customer Loyalty — Bank Financial Performance A path coefficient of 0.266
was recorded, with a t-statistic of 4.556 and a pvalue of 0.000, indicating a statistically significant
relationship at the 1% level. The hypothesis that loyal PMJDY account holders contribute positively
to bank financial performance was supported. This contribution is likely facilitated through sustained
engagement, reduced churn, and increased uptake of banking services.

Customer Satisfaction — Bank Financial Performance A coefficient of 0.084 was observed, with a t-
statistic of 1.498 and a p value of 0.134, suggesting that the direct effect of satisfaction on financial
performance was not statistically significant. It was implied that satisfaction alone may not directly
enhance financial outcomes unless its influence is mediated by loyalty.

Customer Satisfaction — Customer Loyalty The strongest direct relationship in the model was
identified, with a coefficient of 0.703, a t-statistic of 22.032, and a p-value of 0.000. This confirmed
that customer satisfaction significantly drives loyalty among PMJDY account holders. The result
aligns with service marketing theory, in which satisfaction is regarded as a key antecedent of loyalty.

Implications: Customer Satisfaction — Customer Loyalty — Bank Financial Performance An
indirect effect of 0.187 was recorded, with a statistic of 4.378 and a p-value of 0.000, indicating a
statistically significant mediation. It was confirmed that customer loyalty acts as a mediator,
channeling the influence of satisfaction into improved financial performance. In essence, satisfied
customers were found to be more likely to become loyal, and it is this loyalty that ultimately enhances
bank profitability. Through path analysis, the conceptual model was validated by confirming that
customer loyalty serves as a critical link between customer satisfaction and bank financial
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performance in the PMJDY context. Although satisfaction alone does not directly impact financial
outcomes, its influence was effectively transmitted through loyalty behaviours. These findings
underscore the strategic importance of fostering loyalty among financially included populations to
achieve sustainable banking performance.

The findings support existing literature that identifies loyalty as a strategic lever for financial success
in inclusive banking contexts. Mediation analysis further confirms that loyalty serves as a vital
conduit through which satisfaction drives financial outcomes. The study emphasizes the importance of
cultivating both satisfaction and loyalty among PMJDY account holders in Odisha, where drivers such
as service accessibility, trust, and transparent communication significantly enhance satisfaction. By
aligning customer experience metrics with financial goals under the Balanced Scorecard framework,
banks in these cities can strengthen their competitive advantage and ensure long-term sustainability.
Ultimately, the study contributes to both academic theory and practical banking strategy by
demonstrating that inclusive finance initiatives like PMJDY are not only socially transformative but
also financially viable when customer-centric approaches are prioritized.

The Pradhan Mantri Jan Dhan Yojana (PMJDY) is a key financial inclusion initiative introduced by
the Government of India to bring individuals previously excluded from the formal banking system
into the financial mainstream, encouraging poverty reduction and enabling access to essential banking
services such as savings, insurance, credit, and money transfer facilities. Research indicates that
customer satisfaction and loyalty play a vital role in the success of banking services, and this holds
true for PMJDY beneficiaries as well. In line with the findings of the study, it is recommended that
banks offering PMJDY services focus on strengthening the drivers of satisfaction and loyalty, as these
factors have a positive association with the financial performance of banks serving PMJDY account
holders.

5. Conclusion

The relationship between customer satisfaction, loyalty, and bank financial performance within the
framework of the Pradhan Mantri Jan Dhan Yojana (PMJDY) was investigated in this study, with a
focus on financial institutions located in the Odisha cities of Cuttack, Berhampur, Sambalpur, and
Bhubaneswar. A critical research gap was addressed by examining how behavioural dynamics among
financially included populations, often underrepresented in mainstream banking literature, translate
into measurable institutional outcomes. Guided by well-defined objectives and hypotheses, structural
equation modelling was employed to test both direct and mediated relationships. It was revealed that
customer satisfaction does not directly influence financial performance, but significantly enhances
customer loyalty, which in turn positively affects bank profitability.. Future research may extend this
work by exploring longitudinal trends, regional comparisons across other states, and the role of digital
engagement in strengthening customer relationships within financially underserved communities. The
study’s results indicate a strong link between customer satisfaction and loyalty among PMJDY
account holders. Individuals who feel satisfied with their banking experience tend to maintain
stronger ties with their banks and are more inclined to utilize the available products and services.
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