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Abstract

This research examines the influence of service quality, corporate
image, customer satisfaction, and customer engagement on loyalty
in Islamic banks. The study was conducted by distributing
questionnaires to 500 randomly selected West Sumatra, Indonesia
respondents. This research uses Structural Equation Model
Analysis. The findings of this study show that service quality and
company image significantly affect customer satisfaction at Islamic
banks. It is indicated that service quality and company image
significantly and positively impact customer engagement. It is
found that all determinant factors, directly and indirectly, affect
customer loyalty to Islamic banks. From the results of this study, it
is expected that Islamic bank executives must identify the elements
that influence customer loyalty because these factors directly or
indirectly affect the customer loyalty variable. The results of this
study can be used as a consideration for Islamic bank managers in
developing marketing strategies because they are closely related to
the marketing performance managers need to control the service
performance of Islamic banks. Theoretically, this research is also a
new reference for researchers studying Islamic banks. Further
researchers can adapt the model and variable indicators in this
study, which can be applied further.
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SEM Analysis

1. Introduction

Islamic banks operate with a distinct system from conventional
banking, holding significant market potential for the future. The
policies enacted by the Indonesian government concerning Islamic
Commercial Banks are anticipated to expedite the growth of Islamic
financial institutions in Indonesia, particularly in West Sumatra.!
With a predominantly Muslim population, West Sumatra Province is
poised for swifter Islamic bank development than other regions.
Given their religious adherence, the populace of West Sumatra should
favour Islamic banks. Nonetheless, previous research indicates that
the advancement of Islamic banks in West Sumatra remains limited.
Consequently, Islamic banking managers are urged to enhance efforts
to attract more customers to engage in transactions through Islamic
banking channels.

The growth of Islamic banks' gross assets, financing, and
savings in West Sumatra lags behind that of neighbouring provinces.
The following figure illustrates Islamic banks' gross assets, funding,
and depositor funds in Nanggroe Aceh Darussalam, North Sumatra,
West Sumatra, Riau, and South Sumatra. It indicates that the progress
of Islamic banks in West Sumatra remains notably lower compared
to other provinces.
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Figure 1: The development of Islamic banks in Nanggroe Aceh
Darussalam, North Sumatra, West Sumatra, Riau and South
Sumatra?

Bank executives must devise strategies to acquire and retain
new customers.®* To ensure the rapid development of Islamic banks
in West Sumatra, innovative and creative approaches based on
customer needs must be implemented when Islamic bank managers
develop strategies to expand and maintain current markets. In
formulating these strategies, Islamic bank managers must recognize
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that the current market demand is excellent service. Therefore,
Islamic bank managers must understand that one effective method is
to offer satisfactory services, which will later assist in recruiting new
customers and retaining existing ones.® It means that the most
important thing Islamic bank managers do is to create customer
loyalty.

Customer loyalty is considered the primary factor determining
profitability. Many companies adopt this as a strategy to boost profits.
Customer loyalty in the Islamic financial industry measures the extent
to which customers make Islamic finance their main choice in
managing their finances. Customer engagement is one indicator of
success in creating customer loyalty to the bank.® When a business
successfully fosters long-term customer engagement, customers
become loyal to the company.’ Islamic banks must be able to foster
interaction and communication with their customers. Strong
relationships between banks and consumers will keep customers
continuously choosing the company's products or services.®®

Every Islamic bank manager must work hard to ensure that
customers are pleased with the service they receive from the
company.t%* However, providing excellent service to all customers
is not easy for every Islamic bank manager.*? Satisfaction and loyalty
are two things that can be influenced by the excellent service provided
by the bank.!3415 Companies that offer high-quality service will
generate high customer satisfaction and ultimately increase customer
loyalty.'®

Customers not only desire excellent service from Islamic banks
but also expect these banks to have an outstanding corporate image.’
An excellent corporate image motivates customers to opt for
transactions at Islamic banks. Previous research has elucidated that
corporate image is another crucial factor influencing customer
satisfaction and loyalty.’®1® However, establishing a positive
impression of Islamic banks among customers is challenging.
According to experts, corporate image significantly affects the loyalty
of Islamic bank clients, as customers feel reassured when dealing with
a reputable organization.?

The research gap in this article lies in the need to further
explore the interaction among the determinants of loyalty, such as
service quality, corporate image, customer satisfaction, and customer
engagement within the context of Islamic banking. While many
previous studies have investigated these factors separately, there is
still a lack of understanding of how these factors interact and
influence each other in shaping the loyalty of Muslim customers in
Islamic banks. Research delving into this interaction aspect will
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provide deeper insights into the most influential factors in creating
and maintaining customer loyalty in the Islamic banking
environment. Therefore, research exploring the interaction among
these factors will remain relevant and provide valuable contributions
to advancing knowledge in management and banking, particularly in
Islamic banking.

The benefit of the findings of this article for the future
sustainability of Islamic finance lies in how it elucidates strategies for
fostering loyalty among Muslim customers in Islamic banks. Islamic
financial institutions can develop more effective strategies to retain
and attract new customers by comprehending the factors influencing
customer loyalty. It can contribute to the overall growth of Islamic
banking businesses, strengthen the stability of Islamic finance, and
broaden access to financial services aligned with Shariah principles
for Muslim communities. Thus, the findings of this research have
significant implications for the sustainability and growth of the
Islamic finance industry in the future.

The structure of this paper consists of several crucial sections.
It commences with an introduction, elucidating the scope and
objectives of the research. The literature review follows the
introduction, where relevant research and theories are examined and
critically analyzed. Next is the methodology section, detailing the
approach and methods employed in conducting the study.
Subsequently, the results section presents the findings obtained from
the research process, often accompanied by data analysis and
interpretation. Additionally, there is a discussion section where the
implications of the findings are explored. Finally, there is the
conclusion and future research section.

2. Literature review
2.1. Customer loyalty (CL)

One of the indicators of the success of Islamic Bank's
marketing programs is having many loyal customers.?* Customer
loyalty is the behaviour of customers who regularly purchase from a
company and continue to do so0.? Creating loyal customers is an
important task for every Islamic bank manager. However, fostering
loyal customers is challenging due to numerous competitors operating
in the financial sector. The goal of retaining loyal customers is to
enable them to support the company's growth in various conditions
and situations. Furthermore, if a company has many loyal customers,
these customers will promote the company's products and reduce the
promotional costs incurred by the company. Consequently, company
managers employ various strategies to retain customers.32*
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Customer loyalty is an intriguing variable to explore,
particularly in Islamic banks. Many methods can be used to measure
the level of customer loyalty.®® Previous research indicates that
indicators of customer loyalty include repeat purchases,
recommending the company to others, promoting products to close
contacts, and not wanting to switch to other companies. 227 Based on
previous findings, it can be concluded that loyal customers are not
interested in products offered by other companies and do not want to
switch to other banks.?®2° Previous experts have stated that loyal
customers of Islamic banks feel that the bank where they
deposit/borrow money is the best.3%

2.2. Customer engagement (CE)

Customer engagement, the interaction between Islamic banks
and their customers, is vital to communication.*3® In business,
customer engagement refers to the relationship or communication
between a company and its customers. It can arise from customers'
interactions, emotions, and overall experiences with the banking
services they choose to use.3* Managers can build connections and
interactions with all Islamic Bank customers using various methods
and communication channels.® Customer engagement in marketing
activities can be done face-to-face or through electronic media.%
Effective communication and interaction between the company and
customers contribute to the success of a business.® Customer
engagement occurs when a company and its customers are deeply
connected.®® Indicators of customer engagement include good
communication, enthusiasm for using services, positive feelings
towards service providers, and active service usage.*

Customers make purchases and feel like they are part of the
company. When bank staff connect well with consumers, Islamic
bank managers indirectly bring their customers closer to the
company.** Company-customer closeness fosters customer loyalty.*?
Consumers who have a good relationship and communication with
the company are loyal customers.* Islamic bank managers must
create customer engagement to maintain customer loyalty.* Based on
previous research findings, it is known that customer engagement
directly influences customer loyalty.*> Experts have studied the
correlation between customer engagement and loyalty.*® Thus, the
researcher's hypothesis is:

H1: Customer loyalty is directly affected by customer engagement.

2.3. Customer satisfaction (CS)

Customer satisfaction is the gratification customers feel after
purchasing a product or receiving a service from a company.*
Customers attain this satisfaction when they compare their service
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expectations with the actual performance of the purchased service.*®
Consequently, customer satisfaction is subjective; the degree of
satisfaction varies depending on individual consumers. Companies
must survey whether their offerings meet customer expectations to
determine whether customers are satisfied.**>° Surveys are conducted
to assess the disparity between customer expectations and
experiences.® If customers are dissatisfied, the company's
performance suffers.>

Research on customer satisfaction in an organization is not
something new. However, research still needs to be conducted to
examine customer satisfaction, particularly in Islamic banks.%
Essential factors like customer satisfaction are crucial for Islamic
bank managers to ensure smooth company operations.>* When
company customers feel satisfied, the company will benefit
financially and non-financially.® Customer satisfaction also
determines a company's performance.® If a company has satisfied
customers, its performance is deemed good.>"*

Customer satisfaction plays a crucial role in driving loyalty
across various industries.>®° Research in the hospitality, tourism, and
healthcare sectors consistently highlights the strong correlation
between satisfaction levels and customer loyalty.®! For instance,
studies in the hospitality industry have indicated that satisfied guests
tend to exhibit loyalty to specific hotels. Similarly, satisfied tourists
are inclined to remain loyal to destinations or service providers within
the tourism sector.5263 This trend extends to the healthcare industry,
where satisfied patients often maintain loyalty to healthcare
providers.54%°

The relationship between customer satisfaction and loyalty
remains a subject of significant investigation within Islamic banking.
Previous research in Islamic banks has shown that customer
satisfaction influences customer engagement.® It has been observed
that satisfied customers are more likely to engage with Islamic banks
and maintain long-term relationships. Therefore, understanding and
enhancing customer satisfaction is crucial for fostering loyalty and
engagement within Islamic banking institutions.”®® Thus, the
research hypothesis is:

H2: Customer loyalty is directly and indirectly affected by customer
satisfaction.
H3: Customer engagement is directly affected by customer
satisfaction.
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2.4. Service quality (SQ)

Many previous researchers have extensively examined the
relationship  between  service indicators and  customer
satisfaction.®®%™ Their studies have consistently demonstrated a
significant and robust influence of service quality and satisfaction
variables on customer loyalty.”> Customer satisfaction is achieved
when a company provides services that meet or exceed customer
expectations, enhancing loyalty. Experts affirm that excellent service
from an Islamic bank satisfies customers and positively impacts their
onalty.73v74v75

Islamic bank managers must analyze the impact of service
guality on customer engagement. It's observed that service quality
indirectly affects customer engagement, as customers are more likely
to engage with a company that provides excellent service.”®
Moreover, a strong correlation between service quality and customer
engagement suggests that better service fosters stronger customer-
company relationships.”” Service quality encompasses all activities
undertaken by a company to meet customer expectations, and it
significantly influences customer loyalty.” 798 Extensive research by
academics confirms that excellent service leads to customer
satisfaction, which, in turn, cultivates loyalty among customers.81:82

Thus, the research hypothesis is:

H4: Customer satisfaction is directly affected by service quality.

H5: Customer engagement is directly and indirectly affected by
service quality.

H6: Customer loyalty is directly and indirectly affected by service
quality.

2.5. Corporate image (Cl)

One of the most critical aspects of an Islamic bank is its
corporate image.® It encompasses the consumer's perception of the
company from which they purchase products or services.2* Company
managers gain significant benefits when customers have a positive
impression of the company, thereby increasing the chances of
acquiring satisfied customers.® Numerous previous studies have
delved into the relationship between corporate image and customer
satisfaction, particularly within the banking sector.®® Experts have
conducted thorough examinations of banks and have found that a
positive corporate image contributes to customer satisfaction.®"

A reputable company is more likely to foster greater customer
engagement.®® Positive perceptions of the company's image are
directly linked to increased customer engagement.*® Therefore,
Islamic bank managers must closely examine indicators of corporate
image, as it significantly influences customer engagement. Previous
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researchers have established a strong correlation between corporate
image and customer engagement.®%%2

A positive corporate image benefits the company in terms of
customer engagement and influences customer behaviour.*® Satisfied
customers are more inclined to recommend the company's products
or services to others, while dissatisfied customers may spread
negative information about the company.® Customer loyalty can be
fostered through an excellent corporate image, as customers who
perceive Islamic banks positively are likelier to remain loyal to
them.® Previous research has consistently shown that the company's
image is pivotal in determining customer loyalty. Therefore, the
research hypothesis is:

H7: Customer satisfaction is directly affected by corporate image.
H8: Customer engagement is directly and indirectly affected by
corporate image.

H9: Customer loyalty is directly and indirectly affected by corporate
image.
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The figure above depicts the research framework designed by
the researcher, illustrating the relationship between variables. This
framework was developed based on the literature review, previous
research findings, and observed phenomena in the field.

3. Methodology

3.1. Population and sample

Figure 2: Research framework

The study included all active customers of Islamic banks in
West Sumatera, encompassing areas such as Padang, Bukittinggi,
Batusangkar, Payakumbuh, Solok, and Pariaman. A questionnaire
comprising 22 items was utilized for data collection. The total number
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of research items was multiplied by 5-20 to determine the minimum
sample size.% Consequently, the minimum required sample size was
calculated to be 440. However, the total number of research
respondents exceeded this minimum requirement, reaching 500
participants.

3.2. Measurement development

Measurement development was accomplished by adapting
relevant research conducted by previous researchers. This approach
allows researchers to refine their focus and uncover specific issues
within the study. The researcher adapted the measurement of the
customer loyalty variable from % and °. Customer satisfaction
variable from * and ', The variable customer engagement of
adaptation researchers from % and 2, Quality of service variable
from 1% and 1%, And corporate image variable from 1% and 1°,

3.3. Data collection procedure

In developing the research questionnaire, the researcher
utilized a five-point Likert scale ranging from Very Disagree to Very
Agree for all indicator variables except customer satisfaction. The
section on customer satisfaction utilized a five-point Likert scale from
Very Dissatisfied to Very Satisfied. Following this, a trial was
conducted with 90 respondents. Subsequently, the questionnaire was
distributed to 500 active customers in West Sumatra, Indonesia.

3.4. Construct reliability and validity

The next step involves measuring the validity and reliability of
the research instrument. Testing validity and reliability assures
researchers that the questionnaire is dependable and accurate in
assessing research issues. Several criteria were considered to achieve
this. These include ensuring a Loading Factor (LF) of more than 0.5
for all questionnaire items, an Average Variance Extract (AVE) value
exceeding 0.5 for the study construct, a (Cronbach's alpha) greater
than 0.7, and a Composite Reliability (CR) score above 0.7 for all
questionnaire questions.’®” After fulfilling all these requirements, it
was determined that all research constructs and questionnaire items
were valid and reliable. The data below outlines the LF, o, AVE, and
CR test results.

Indicators LF [V} AVE | CR
Services quality (SQ) 0.855 | 0.557 | 0.900
Islamic banks have
SQl adequate facilities. 0.906
Islamic bank employees
SQ2 empathize with customers. 0.701
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Islamic banks respond to
SQ3 | customer complaints and | 0.668
requests.

Islamic bank employees

SQ4 are reliable in their work. 0.819
Islamic banks provide a

SQ5 | sense of security for 0.598
customers.

Corporate image (CI) 0.846 | 0.538 | 0.894

cI Customers are mtere_sted 0.896
in Islamic bank services.

cI2 Islamlc_ banks have a good 0.692
reputation.

CI3 !slamlc banks_, continually 0.579
improve services.

cla Islamic banks innovate 0.824

sustainably.

Agreements between
CI5 Islamic banks apd 0.627
customers are different

from other banks.

Customer satisfaction (CS) 0.858 | 0.659 | 0.926

cs1 Islamic banks_have 0.977
excellent service.

Islamic banks have a
CS2 | service system that is per | 0.641
customer expectations.

Islamic banks have
CS3 | technology that is to 0.612
customer expectations.

Customers are satisfied
CS4 | with transaction fees at 0.947
Islamic banks.

Customer engagement (CE) 0.821 | 0.567 | 0.884

Customers have good
CE1 | communication with 0.919
Islamic banks.

Customers are
CE2 | enthusiastic about using 0.654
Islamic bank services.

Customers have positive
CE3 | feelings towards Islamic 0.561
banks.

Islamic banks use many
CE4 | media to communicate 0.825
with customers.
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Customer loyalty (CL)

0.857

0.647

0.923

CL1

Customers encourage
people to use Islamic
banking.

0.959

CL2

Customers intend to take
advantage of Islamic
banking services in the
future.

0.660

CL3

The customer
recommends that others
use the services of an
Islamic bank.

0.639

CL4

Customers will not use
services provided by non-
Islamic banks.

0.908

Table 1: Reliability and validity test
Source: Output SEM AMOS

3.5. The Goodness of Fit Model

In Structural Equation Model (SEM) analysis, researchers must
assess the model's fit to proceed to the next stage. Fit testing helps
determine whether the proposed theoretical model aligns well with
the collected data.
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Figure 3: Goodness of fit model

@ ®

89

The model is considered suitable if it meets predefined
criteria.® The evaluation of model fit after modification is as
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follows: The Chi-Square value is close to 0 (0.147), the probability
value is 0.988 > 0.05, the CMIN/DF value is 0.001 < 2.00, the GFI
value is 0.975 > 0.90, the AGFI value is 0.980 > 0.90, the RMSEA
value is 0.001 <0.08, the TLI value 1s 0.990 > 0.90, and the CFI value
1s 0.992 > 0.90. Based on these data, the research model is deemed
feasible as it meets the established criteria.

4. Results
4.1. Respondent demographics

Most of the studied customers were male, accounting for
52.4%. The largest proportion of respondents fell within the age
group of 31-40 years old, comprising 31.3% of the sample.
Regarding education level, most respondents were undergraduates,
constituting 42%. The highest proportion of job respondents came
from the private sector, making up 36% of the sample. Additionally,
the highest customer experience level observed was 9-13 years,
representing 45% of the respondents.

Profile N %
Gender Male 262 524
Female 238 47.6
Age <20 70 16
21-30 125 30
31-40 160 31.3
>40 145 22.7
Education Level High school 80 16
Associate degree 112 22.4
Undergraduate degree 210 42
Postgraduate 98 19.6
Occupation Government sector 125 25
Private sector 180 36
Self-Employed 165 33
Others 30 6
Customer <3 40 8
experience 4-8 140 28
9-13 225 45
> 14 95 19

Table 2: Respondent demographics
Source: Author's calculations

This finding also illustrates that most Islamic bank customers
have been using the services for an extended period, which can
influence their perceptions and expectations regarding service
quality and the relationship with the bank. Information about the
profile and experience of Islamic bank customers can provide
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valuable insights for service providers in developing more effective
marketing'® and service strategies. For example, service providers
can tailor their communications and offerings to better align with
these demographic needs and preferences by understanding that
most Islamic bank customers come from the private sector or have
a bachelor's degree background. Additionally, knowing that most
Islamic bank customers have long-standing experience, bank
managers can focus on maintaining solid relationships with loyal
customers, 110111

4.2. Structural model

The researcher then proceeded to the subsequent investigation
stage, the Structural Equation Model (SEM) analysis. The structural
model analyses the relationship between variables and indicators, and
subsequently between one variable and another, to obtain a
comprehensive research model.

Constructs Estimate
CS — SQ 0.433
CS — Cl 0.276
CE — Cl 0.230
CE — SQ 0.196
CE — CS 0.516
CL — SQ 0.163
CL — Cl 0.241
CL — CS 0.224
CL — CE 0.435

Table 3: Standardized regression weights
Source: Output SEM AMOS

The researcher proceeded by testing the regression among the
research variables. After processing the research data, the results
revealed the regression values between the research variables. The
table above illustrates that the service quality variable positively
influences customer satisfaction, with a regression coefficient of
0.433. These findings suggest that the corporate image variable
statistically positively affects customer satisfaction, with an estimated
value of 0.276. The parameter estimates for assessing the impact of
corporate image on the customer engagement variable yield an
estimated value of 0.230, indicating a positive effect. The regression
analysis depicted above demonstrates an estimated value of 0.196,
signifying that the service quality variable statistically positively
influences the customer engagement variable. According to the
regression analysis results above, the regression coefficient value is
0.516, suggesting that the customer satisfaction variable positively
impacts customer engagement.
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The discussion of these findings highlights several important
considerations for further examination. Firstly, service quality has a
significant favourable influence on customer satisfaction. It
underscores the importance for Islamic banks to continuously
enhance the quality of services they offer customers in terms of
service delivery and products.*? Secondly, corporate image also has
a substantial impact on customer satisfaction. Therefore, managers of
Islamic banks demand scrutiny of how the community perceives their
bank and how this perception can affect customer satisfaction.'®

Thirdly, the findings also indicate that customer satisfaction
positively impacts customer engagement. It suggests that customer
satisfaction is crucial for retaining existing customers and increasing
their engagement with the bank. It emphasizes the importance of
prioritizing customer satisfaction in the business strategy of Islamic
banks.1** Finally, this research provides a comprehensive view of the
factors influencing the relationship between Islamic banks and their
customers. Islamic banks can strengthen customer relationships and
achieve long-term success by effectively understanding and
managing these variables.'*®

The estimated value for evaluating the effect of the service
guality variable on the customer loyalty variable is 0.163, indicating
that service quality positively affects customer loyalty. The
regression coefficient value representing the influence of the
corporate image variable on the customer loyalty variable is 0.241,
showing a positive impact of corporate image on loyalty. The
regression value between customer satisfaction and loyalty variables
is 0.224, indicating that customer satisfaction positively influences
loyalty. Additionally, the regression coefficient value of the customer
engagement variables on customer loyalty is 0.435, suggesting that
customer engagement positively impacts customer loyalty.

The quality of service, corporate image, customer satisfaction,
and customer engagement remain critical drivers of customer loyalty
within Islamic banking. It underscores the significance of these
factors in fostering enduring relationships with customers by Islamic
principles.® Management within Islamic banks can utilize these
findings to bolster customer loyalty while adhering to Islamic values.
They may concentrate on enhancing service quality in alignment with
Islamic tenets, fortifying the company's image through principles of
justice and compliance, ensuring heightened customer satisfaction by
offering Shari‘ah-compliant products and services, and actively
promoting customer engagement in activities that espouse Islamic
values.*’
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Moreover, these findings underscore the necessity for
marketing and customer service strategies to strengthen customer
relationships within the Shari‘ah framework. Islamic banks must
ensure their marketing and customer service endeavours align with
Shari‘ah principles. It involves enhancing the customer experience
with halal and Shari‘ah-compliant offerings, fostering effective
communication utilizing language consistent with Islamic values, and
cultivating deep-seated relationships while considering Islamic
business's ethical and moral dimensions 2,
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Figure 4: Structural model
4.3. Influence value between research variables

The table below presents the AMOS output, illustrating the
influence values between research variables. The direct, indirect, and
total effects of the research variables are as follows:

Constructs Direct Indirect Total
effect effect Effect

Cl — | CS 0.276 0.000 0.276
Cl — | CE 0.230 0.143 0.373
Cl — | CL 0.241 0.224 0.465
SQ — | CS 0.433 0.000 0.433
SQ — | CE 0.196 0.224 0.420
SQ — | CL 0.163 0.280 0.443
CS — | CE 0.516 0.000 0.516
CS — | CL 0.220 0.228 0.448
CE — | CL 0.435 0.000 0.435

Table 4: Influence value between research variables
Source: Output SEM AMOS
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Table 4 presents the influence values between the research
variables. The arrows between constructs indicate direct effects,
while indirect and total effects are also provided. The construct of
Corporate Image directly affects Customer Satisfaction, Customer
Engagement, and Customer Loyalty, with influence values of 0.276,
0.230, and 0.241, respectively. Additionally, indirect effects and total
effects are observed for these relationships. Similarly, the construct
Service Quality demonstrates direct effects on CS, CE, and CL, with
influence values of 0.433, 0.196, and 0.163, respectively, along with
corresponding indirect and total effects. Furthermore, there are direct,
indirect, and total effects between CS, CE, and CL, illustrating the
interconnectedness of these constructs within the study.

4.4. Hypothesis testing

There are nine research hypotheses, all supported by the
research findings. After carrying out all the research processes, the
authors can find answers to the research hypotheses. The table below
shows the research hypothesis testing.

Constructs Direct Indirect Supported
Effect Effect (Yes/No)
CE — | CL Yes No Yes
CS — | CL Yes Yes Yes
CS — | CE Yes No Yes
SQ — | CS Yes No Yes
SQ — | CE Yes Yes Yes
SQ — | CL Yes Yes Yes
Cl — | CS Yes No Yes
Cl — | CE Yes Yes Yes
Cl — | CL Yes Yes Yes

Table 5: Hypothesis testing
Source: Output SEM AMOS

Table 5 presents hypothesis testing results. The construct variables
from Customer Engagement (CE) to Customer Loyalty (CL) show
supported direct effects (Yes). Still, they do not have supported
indirect effects (No), although overall, the hypotheses are supported
(Yes). Hypotheses from Customer Satisfaction (CS) to CL
demonstrate both direct and indirect effects (Yes), and overall, these
hypotheses are also supported (Yes). Similarly, the relationships
between CS and CE and SQ and CS show supported direct effects
(Yes). Still, they lack supported indirect effects (No), although these
hypotheses are supported overall (Yes). Furthermore, all hypotheses
from SQ to CE and CL, as well as from Cl to CS, CE, and CL, exhibit
supported direct and indirect effects (Yes), and overall these
hypotheses are also supported (Yes).
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5. Discussion and implication

This study found that customer loyalty is directly influenced by
customer engagement. Based on this finding, Islamic bank managers
should prioritize the development of solid relationships with
customers.!1912 This will strengthen the bond between the bank and
customers through more profound and more sustainable interactions,
helping to increase customer loyalty. Furthermore, Islamic bank
managers should continuously strive to enhance the customer
experience in transactions and interactions with the bank. It includes
providing friendly, efficient, and Shari ‘ah-compliant services, thus
increasing customer engagement and loyalty. 121122

According to this study, customer satisfaction at Islamic banks
affects loyalty. Based on this finding, the management of Islamic
banks can develop strategies such as identifying the key drivers of
customer satisfaction within Islamic banking, such as service quality,
product offerings, convenience, or ethical considerations.*?® They can
continuously innovate and enhance product offerings to meet Islamic
banking customers' evolving needs and preferences. Furthermore,
they should emphasize trust and transparency in all banking
operations, creating an environment where customers feel confident
and secure in their interactions with the bank.

The study found that customer satisfaction directly impacts
customer engagement. Based on this finding, managers of Islamic
banks can implement strategies such as enhancing customer
satisfaction by improving service quality, product offerings, and
overall customer experience to influence customer engagement
positively.*** Additionally, they can regularly gather and analyze
customer feedback to understand their needs, preferences, and
satisfaction levels, enabling targeted improvements to enhance
engagement.?® Furthermore, leveraging technology platforms and
tools to facilitate communication, streamline processes, and provide
convenient banking solutions can contribute to higher levels of
customer engagement. 126

According to the findings, the quality of services Islamic banks
provide impacts customer satisfaction. Based on these findings, the
manager of an Islamic bank could implement several policies. Firstly,
they should understand Islamic banking customers' unique needs and
preferences and tailor services accordingly.*?” It may involve offering
Shari‘ah-compliant financial products and services that meet
customers' ethical and religious requirements. Secondly, the manager
should adopt a culture of continuous improvement within the
organization by encouraging innovation and regularly reviewing
processes to identify opportunities for enhancement.'?® Furthermore,
it is crucial to emphasize transparency in all customer transactions,
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ensuring they can access clear and accurate information about the
bank's products, services, and fees.!?

The study results found that service quality positively and
significantly affected customer engagement. Based on these findings,
the manager of an Islamic bank should take several steps. Firstly, they
should enhance the quality of services provided by the bank.*® It may
involve improving staff training, upgrading technological
infrastructure, and refining operational processes to ensure efficient
and effective service delivery. Secondly, they should focus on
customer engagement by strengthening interactions between the bank
and customers.®! It can be achieved by offering responsive services,
facilitating customer comments, and creating satisfying customer
experiences.

Furthermore, this research discovered that service quality
influences customer loyalty. Based on this finding, the manager of an
Islamic bank should prioritize actions to enhance service quality,
recognizing its direct impact on customer loyalty. It may involve
implementing measures to improve various aspects of service
delivery, such as staff training, operational efficiency, and
technological infrastructure.’®> Additionally, the manager should
focus on consistently meeting or exceeding customer expectations to
foster trust and satisfaction, thereby increasing customer loyalty to
the bank 1%

This study reveals that corporate image positively affects the
customer satisfaction of Islamic banks. Based on this finding, the
manager of an Islamic bank should take proactive steps to enhance
the bank's corporate image.*** It may involve implementing strategies
to improve brand visibility, reputation management, and
communication efforts to portray the bank positively to customers.
Additionally, delivering high-quality services and maintaining
transparency in all interactions can contribute to building a favourable
corporate image.*®

This study found that corporate image positively and
significantly influences customer engagement. Managers need to
review the strategy for building the corporate image.**® They must
ensure that the corporate image reflects the values customers desire
and aligns with Shari‘ah principles. Based on these findings, bank
managers need to enhance interaction with customers. It can be
achieved through more responsive customer service, reward
programs, or promotional activities to strengthen the corporate
image.™’
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This study also found that corporate image affects customer
loyalty to Islamic banks. The manager should review the bank's
corporate image, ensuring it aligns with the values and principles of
Islamic banking.’*® Any inconsistencies should be addressed to
bolster the bank's perception among customers. Recognizing that
corporate image impacts customer loyalty, the manager should
introduce or improve loyalty programs tailored to the preferences and
needs of Islamic banking customers. These programs could
encompass rewards, special offers, or personalized services to
encourage repeat business.**

6. Conclusion

This study examines the determinant factors affecting customer
loyalty in Islamic banks. It was conducted by distributing
guestionnaires to 500 randomly selected respondents in West
Sumatra, Indonesia, and employed SEM analysis. The findings reveal
that service quality and corporate image strongly and positively
influence customer satisfaction in Islamic banks. Additionally, the
study indicates that quality of service and company image
significantly and positively impact customer engagement.
Furthermore, all determinant factors substantially and positively
affect customer loyalty in Islamic banks. However, there are several
limitations to this study. Firstly, it was conducted in Indonesia, where
most of the population is Muslim. Secondly, the research was limited
to one province, West Sumatra. Thirdly, the study did not explore all
factors influencing customer satisfaction, engagement, and loyalty in
Islamic banks.

The study enhances our understanding of customer loyalty in
Islamic banks by identifying key determinants such as service quality
and corporate image. It enriches theoretical frameworks in customer
relationship management within Islamic banking by highlighting
their significant influence on customer satisfaction, engagement, and
loyalty. Additionally, it contributes to the literature by demonstrating
how these factors impact customer behavior uniquely in Islamic
financial institutions. Overall, the study advances theoretical
knowledge on customer loyalty in Islamic banks, suggesting avenues
for further research and refinement within existing frameworks. The
findings highlight the importance of service quality and corporate
image in fostering customer satisfaction and engagement within
Islamic banks, emphasizing the need for high service standards and a
positive brand image to enrich customer experiences. Moreover, the
results indicate that these factors substantially drive customer loyalty
in Islamic banks. This implies that initiatives aimed at enhancing
service quality and bolstering the corporate image can increase
customer retention and loyalty, which are crucial for the longevity
and prosperity of Islamic banking institutions.
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