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Abstract

Purpose: This study generally aims to comprehensively examine the effect of
mobile banking service quality on creating customer loyalty in Islamic banking. In
particular, this research uses the E-S-Qual instrument to verify service quality in
mobile banking and uses one mediation variable, namely e-customer satisfaction.

Methodology: This study amounted to 273 Islamic banking customers. The
total participants are divided into several categories such as; gender, occupation,
domicile, and Islamic bank used. The data obtained were analyzed using the
Structural Equation Modeling (SEM) approach. This study also uses a second-
order perspective (reflective-reflective) SEM on the E-S-Qual variable
(efficiency, fulfillment, system availability, and privacy), then the approach used
refers to the repeated indicators.

Findings: The higher mobile banking service quality has implications for
customer loyalty, both attitude and behavior. It happens when the customer is
satisfied with the quality of the system displayed. This satisfaction can be
achieved if the dimensions of quality that are characteristic of the system can be
presented by Islamic banking.

Originality: This study underscores the dimensions of efficiency and system
availability as keys to mobile banking service quality. Efficiency refers to how the
ease, accessibility, and speed provided by the system can facilitate transactions
and other functions. Furthermore, system availability refers to how the platforms
function propetly in relation to technical constraints that may arise, as well as
attachment to functions that strengthen processes in the business of Islamic
banking customers.
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Introduction

Technological advances have restructured the global banking industry, which has affected the
design and financial services provided to customers. The foundation of this change focuses on
increasing customer usability, perception, and encouraging consumer loyalty at alternative channel
points (Sharma & Malviya, 2014). The speed of change also affects banking customer behavior,
including Islamic banking (Raza ef al., 2019). The usability of smartphones for everything changes
how customers perceive the services and products offered by banking (Nisha, 2016). In the context
of mobile-based financial services, customers tend to evaluate between banks by making trade-offs
of trust, service satisfaction, relationships, and the economy, as well as perceived conveniences that
drive customer effectiveness (Riza, 2019; Sachdev & Verma, 2004).
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Currently, smartphone-based services such as mobile banking (m-banking), both
conventional and Islamic banking, are in great demand by customers. These services offer various
advantages that can be utilized, such as cost efficiency and transaction time effectiveness (Arcand
et al., 2017; Baabdullah et al., 2019; Samsudeen et al., 2020). Furthermore, the significance of using
smartphones encourages a shift in customer behavior from using cash transactions to m-banking
(Fall et al., 2020; Liébana-Cabanillas et al., 2015). M-banking itself is an internet-based banking
service and uses smartphones as a medium, where transaction mobility is the main feature
(Baabdullah et al., 2019; Mohd Thas Thaker et al., 2019; Shankar & Rishi, 2020). In Indonesia, data
shows that m-banking users reached 56% of the total population in 2019. This report can be a
benchmark that the potential for digital banking services is still huge (Bank Indonesia, 2019). Based
on this explanation, Islamic banking should evaluate electronic services provided to customers;
smartphone-based services such as m-banking deserve special attention as a market penetration
strategy through excellent service.

Several findings have focused on electronic service quality on banking customer loyalty
(Amin, 2016; Cahaya & Siswanti, 2020). However, these findings only focus on internet banking
and the antecedent factors of customer attitudes towards mobile banking adoption behavior
(Raza et al., 2020; Shaikh & Karjaluoto, 2015; Riza & Hafizi, 2019). Therefore, it is crucial to carry
out an in-depth investigation of m-banking from a relationship marketing perspective (Arcand ez
al., 2017; Tumewah ez al., 2020). More specifically, it is imperative when considering the impact of
the quality of mobile banking services on the emergence of banking customer satisfaction and
loyalty (Jun & Cai, 2001). Until now, findings in previous studies that have predicted the impact of
electronic service quality on customer satisfaction have been carried out (Sagib & Zapan, 2014;
Thakur & Srivastava, 2014; Yuan e7 a/., 2016). This study seeks to fill this gap with Islamic banks
as objects to strengthen further the findings regarding the impact of mobile-based service quality
on two relational variables such as customer satisfaction and loyalty.

Regarding the above explanation, this study generally aims to comprehensively examine the
effect of mobile banking service quality on creating customer loyalty in Islamic banking, especially
in Indonesia. In particular, this research uses the E-S-Qual instrument to verify service quality in
mobile banking and uses one mediation variable, namely e-customer satisfaction. Based on the
research objectives, the research questions can be described as follows; (1) how the influence of
mobile banking service quality (using the ES-Qual instrument) is related to building customer
loyalty in terms of both attitude and behavior, (2) how does electronic satisfaction influence in
building customer loyalty both attitude and behavior (3) whether e-satisfaction can significantly
mediate the relationship between mobile banking service quality (using the ES-Qual instrument)
and the creation of customer loyalty, both attitude and behavior.

Literature Review and Hypotheses Development
Loyalty

Consumer loyalty refers to aspects of attitude and behavior. Consumer loyalty focuses on repeat
buying behavior based on a combination of positive and negative traits in the transaction process.
From this understanding, it can be interpreted that brand loyalty is obtained because of a
combination of satisfaction and complaints (Oliver, 1999). Loyalty models have become an
important focus in the foundation of e-business because of crucial competitive factors (Gefen,
2002; Srinivasan e/ al., 2002; Swaminathan e a/., 2018). In both practical and theoretical contexts,
building customer loyalty is one of the keys to a successful strategy, as well as the need for value
creation in an electronically based company. It causes a real-time evaluation of services and
products due to the reduction of restrictions such as physical restrictions, time, place (Kannan ez
al., 2002; Sathiyavany & Shivany, 2018). For this reason, banks need to provide quality e-banking
services to build superior loyalty, so that it has an impact on increasing their profitability
(Chowdhury ef al., 2017; Fragata & Moustakas, 2013).
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E-Service Quality

In the face-to-face context, SERVQUAL has been adopted for the needs of measuring the quality of
services obtained by banking customers (Banerjee & Sah, 2012; Omoregie ez al., 2019). With the
advancement of internet use, the instruments in SERVQUAL have been contextualized into a service
quality measurement tool with an electronic perspective (e-SQ). This instrument is divided into
several core dimensions to measure customer perceptions regarding the platforms' ease and speed:
efficiency, fulfillment, system availability, and privacy (Parasuraman ez a/., 2005). Several studies have
shown its significance, and most studies state that the e-SERVQUAL dimension is a determining
factor for electronic technology-based service approval (Anderson & Srinivasan, 2003; Ariff ez al.,
2014; Nisha, 2016). Completing this statement, the quality of electronic service is closely related to
how satisfaction is created. With the presence of an intermediary for satisfaction, customer loyalty
can immediately emerge from the bottom of the customer's heart (Arcand e al., 2017; Saibil, 2020;
Sathiyavany & Shivany, 2018). Specific to the E-S-Qual dimension, previous research has underlined
that this dimension should be an important priority to measure how much the quality of electronic-
based services has an impact on loyalty (Asgari ez al., 2014; Yang & Tsai, 2007), especially in the m-
banking method (Nisha, 2016). Based on the description, the hypothesis is offered as follows:
H1: M-Banking Quality (E-S-Qual) has a positive and significant direct effect on Islamic Banking
Attitudinal Loyalty
H2: M-Banking Quality (E-S-Qual) has a positive and significant direct effect on Islamic Banking
Behavioral Loyalty
H3: E-Satisfaction mediates the relationship between M-Banking Quality (E-S-Qual) and Islamic
Banking Attitudinal Loyalty
H4: E-Satisfaction mediates the relationship between M-Banking Quality (E-S-Qual) and Islamic
Banking Behavioral Loyalty.

E-Satisfaction

Based on value-percept disparity theory, customer satisfaction includes the condition and evaluation
of customer decisions that meet the highest expectations (Westbrook & Reilly, 1983). Furthermore,
Fraering & Minor (2013) underlines satisfaction with feelings of pleasure for actions that evaluate
performance with their expectations. Assessment of satisfaction from an electronic perspective,
Anderson & Srinivasan (2003) describes assessment as an evaluation of customer purchasing
performance for products transacted through electronic commerce. Previous findings have shown
that banking customers always evaluate their satisfaction and can directly transfer their purchases to
other financial service companies (Aisyah, 2018; Dandis & Wright, 2020; Sathiyavany & Shivany,
2018). Furthermore, satisfaction with electronics is very close to the electronic services provided
before. The sheer number of alternatives in financial services makes customers emphasize the value
of the quality of service they get. The stronger the perception of the value obtained from electronic
banking services, customer behavior will lead to maximum satisfaction (Quan, 2010; Sundaram ez a/.,
2017; Zavareh ez al., 2012). Based on the description, the hypothesis is offered as follows:
H5: M-Banking Quality (E-S-Qual) has a positive and significant direct effect on Islamic Banking
E-Satisfaction
H6: Customer E-Satisfaction has a positive and significant direct effect on Islamic Banking
Attitudinal Loyalty
H7: Customer E-Satisfaction has a positive and significant direct effect on Islamic Banking
Behavioral Loyalty

Methods
Data

The research data was collected using databases of Islamic banks, communities, and Islamic
institutions. Furthermore, the questionnaire was distributed using online media and utilizing the
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google form media as a questionnaire tool. Data were analyzed using purposive sampling technique
with the following criteria: (a) Indonesian Islamic banking customers; (B) have been using mobile
banking for at least one year. Based on these criteria, the sample in this study amounted to 273
Islamic banking customers. The profile of the customers is divided into several categories such as;
gender, occupation, domicile, and Islamic bank used (see Table 1). Overall, respondents are
dominated by gender (55.6 percent are male), occupation (entrepreneurs and professional is 57.1
percent), domicile by province (Central Java and East Java is 32.97 percent), Islamic banks are used
(Bank Syariah Indonesia is 75.82 percent).

Table 1. Respondent Profile

Category Number of Respondents  Percentage
Gender Man 152 55.68%
Women 122 44.69%
Occupation Student College 117 42.86%
Entrepreneurs & Professional 156 57.14%
Domicile by Province DI Yogyakarta 80 29.30%
Central Java and East Java 90 32.97%
West Java and Lampung 56 20.51%
DKI jakarta and banten 47 17.22%
Islamic Bank Used Bank Syariah Indonesia 207 75.82%
Bank Muamalat 45 16.48%
Bank BCA Syariah 21 7.69%

Source: Author research, 2020
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Figure 1. Conceptual Path Diagram SEM

This research was conducted using Structural Equation Modeling (SEM), which was carried out
through the Smart-PLS 3rd edition software. Structural Equation Modeling (SEM) is a multivariate
technique that combines aspects of factor analysis and multiple regression that allows researchers to
simultaneously analyze a series of interrelated dependency relationships between the measured
variable and the latent variable and among several latent variables (Hair ez a/., 2010). SEM prioritizes
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technical analysis which is more challenging. That is, research using SEM aims to test whether a
particular model is valid rather than the use of a particular model that is suitable or not, whereas SEM
analysis often involves elements used to explain (Anwar ¢ 2/, 2018). SEM-PLS is used because of the
complexity of the model in this study and the tendency of the data to be not normally distributed, so
that hypothesis testing can be adequately analyzed (Hair 2014). Finally, this study uses a second-order
perspective (reflective-reflective) SEM on the E-S-Qual variable (efficiency, fulfillment, system
availability, and privacy), then the approach used refers to the repeated indicators recommended by
Hair e al. (2014). For that, the conceptual model in this study is presented in Figure 1.

Results
Measurement Models

Before entering into inner model testing, it is necessary to test the outer model. The first test is the
multicollinearity test of data using the value of variance inflation factors (VIF). The cut-off value
used is the VIF value < 5, following the recommendation from Hair ez a/. (2014). The test output
shows that the VIF value is in the range of 1.463 to 3.505. It can be concluded that there is no
multicollinearity problem. Furthermore, the outer loadings test is carried out to identify the weights
in the data. The output shows that the overall outer loading value is above 0.70, as suggested by
(Hair ez al., 2014). It can be concluded that the data is at high convergent validity.

Table 2. Measurement Model Results

Latent Variabel Manifest Variable VIF  Loadings o tho A CR AVE VAVE

Efficiency EFF1 1.878  0.834*+¢ (0.870 0.870 0.870 0.690 0.831
EFF2 2,740 0.824%**
EFF3 2971 0.835%F*

Fulfillment FUL1 2176 0.885%* 0.847 0.850 0.848 0.737 0.858
FUL2 2176 0.830%F*

Privacy PRV1 2.087  0.846** 0.838 0.838 0.838 0.722  0.850
PRV2 2.087  0.853%**

System Availability SYA1 1.748  0.768%** 0.842 0.845 0.844 0.643 0.802
SYA2 2.611  0.829%**
SYA3 2,187  0.808***

E-S-Qual EFF 2530 0942+ 0925 0.926 0925 0553 0.744
FUL 2176 0.948%+**
PRV 2.087  1.403%**
SYA 2182 0.9171%**

E-Satisfaction ESAT1 2249  0.810%= 0910 0911 0910 0.717 0.847
ESAT2 3.205  0.841%kF
ESATS3 3505  0.869***
ESAT4 2.985  0.866***

Attitudinal Loyalty ATT1 2297  0.840*+ 0.873 0.878 0.875 0.636 0.797
ATT2 2771 0.852%**
ATT3 2280  0.762%**
ATT4 1.731  0.730%**

Behavioural Loyalty BEH1 1.463  0.703** 0.839 0.843 0.839 0.567 0.753
BEH2 2127 0.735%kF
BEH3 27741 0.741%0F
BEH4 1.904  0.828***

Source: Author research, 2020

This study uses the Cronbach's alpha (x) method and composite reliability (CR) to test
whether the construct has good reliability. Meanwhile, the average variance extracted (AVE) and
square root average variance extracted (\/AVE) methods were used in the validity test. The test
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output results show AVE's value (0.553 to 0.737) and VAVE (0.744 to 0.858). It can be concluded
that the output validity is in accordance with the recommendations of Hair ez a/. (2014), so the
overall constructs in this study are valid (AVE > 0.50, VAVE > 0.70, Loadings > 0.70).
Furthermore, the reliability output was measured using « and CR (> 0.70), according to the
recommendations of Hair e a/. (2014): Nunnally & Bernstein (1994). The measurement results
show that the overall research instrument is reliable (see Table 2).

Structural Models

After the required assumptions are fulfilled, the structural model is tested using #values and p-
values (# = > 1.96 and p = < 0.05) according to the recommendations of Hair ez /. (2010).
Furthermore, this study used a 5,000 bias-corrected confidence interval with p-value for a two-
tailed significance (* p: 0.05, ** p: 0.01, *** p: 0.001) approach. Based on the results of the analysis
shows (direct effect); E-S-Qual has a significant positive effect on attitudinal loyalty (# = 2.215, p =
< 0.05), E-S-Qual has a significant positive effect on behavioral loyalty (= 3.571, p = < 0.05), E-
S-Qual has a significant positive effect on e-satisfaction (# = 19.025, p = < 0.05), e-satisfaction has
a significant positive effect on attitudinal loyalty (# = 7.258, p = < 0.05), e-satisfaction has a
significant positive effect on behavioral loyalty (# = 6.193, p = < 0.05).

Table 3. The Output of Structural Models

Hypothesis B t-values  p-values 95% BCCI
E-S-Qual = Attitudinal Loyalty 0.220 2.215 0.027 (0.043, 0.434)
E-S-Qual = Behavioural Loyalty 0.335 3.571 0.000 (0.159, 0.532)
E-S-Qual = E-Satisfaction 0.782 19.025  0.000 (0.691, 0.851)
E-Satisfaction = Attitudinal Loyalty 0.694 7.258 0.000 (0.482, 0.868)
E-Satisfaction = Behavioural Loyalty 0.589 6.193 0.000 (0.387,0.761)
E-S-Qual = E-Satisfaction = Attitudinal Loyalty 0.543 7.116 0.000 (0.395, 0.691)
E-S-Qual = E-Satisfaction = Behavioural Loyalty 0.460 6.017 0.000 (0.313, 0.617)

Source: Author research, 2020
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Figure 2. Output of Path Analysis
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In the indirect effect specific test, the output analysis shows that e-satisfaction partially
moderates the relationship between e-satisfaction and attitudinal loyalty. This is because the test
results of the direct effect of ES-Qual on attitudinal loyalty showed significant positive results (7 =
2.215, p = < 0.05), while the indirect effect also showed significant positive results (# = 7.116, p =
< 0.05). Furthermore, the output analysis shows that e-satisfaction partially moderates the
relationship between e-satisfaction with behavioral loyalty. This is because the test results of the
direct effect of E-S-Qual on attitudinal loyalty showed significant positive results (# = 3.571,p = <
0.05), while the indirect effect also showed significant positive results (#= 6.193, p = < 0.05).

Table 4. Output Total Effect

) t-values p-valnes 95% BCCI
E-S-Qual = Attitudinal Loyalty 0.762 15.111 0.000 (0.651, 0.849)
E-S-Qual = Behavioural Loyalty 0.796 18.473 0.000 (0.701, 0.870)
E-S-Qual > E-Satisfaction 0.782 19.025 0.000 (0.691, 0.851)
E-Satisfaction = Attitudinal Loyalty 0.694 7.258 0.000 (0.482, 0.863)
E-Satisfaction = Behavioural Loyalty 0.589 6.193 0.000 (0.387,0.761)
Source: Author research, 2020
Table 5. R? Output
R Square R Square Adjusted
Attitudinal Loyalty 0.769 0.767
Behavioural Loyalty 0.768 0.766
E-Satisfaction 0.611 0.609
Source: Author research, 2020
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Figure 3. Output of Bootstrapping Analysis
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Table 6. ” Output

Attitudinal Loyalty Behavioural Loyalty E-Satisfaction
E-S-Qual 0.081 0.189 1.570
E-Satisfaction 0.811 0.581

Table 7. Blindfolding Output

SSO SSE 1%
Attitudinal Loyalty 1092 595.5 0.455
Behavioural Loyalty 1092 652.0 0.403
E-Satisfaction 1092 655.9 0.399
E-S-Qual 2730 2730 .

Source: Author research, 2020

Discussion

Overall the hypotheses in this study are fulfilled and consistent with previous studies. The results
of hypotheses 1 and 2 show that m-banking service quality has a positive and significant effect on
attitudinal and behavioral loyalty. These findings support the previous empirical results, which state
that most mobile banking users assess service quality based on the relative benefits obtained. The
increasingly high quality of mobile banking services has implications for customer loyalty, both
attitude and behavior (Yang & Tsai, 2007; Asgari et al., 2014; Nisha, 2016). Furthermore, the results
of hypotheses 3 and 4 can be concluded that e-satisfaction mediates the relationship between m-
banking service quality on attitudinal loyalty and behavioral loyalty. These findings can be explained
that the higher the quality of electronic services is closely related to how satisfaction is created, with
the presence of satisfaction intermediaries, then customer loyalty can immediately emerge from the
bottom of the customer's heart without coercion from any party (Arcand et al., 2017; Saibil, 2020
Sathiyavany & Shivany, 2018).

The next results refer to hypothesis 5. Empirical findings show that m-banking service quality
has a significant positive effect on e-satisfaction. These findings support previous results, which state
that the higher the perception of value obtained by customers from electronic banking services, the
more satisfied the customer be (Quan, 2010; Sundaram et al., 2017; Zavareh et al., 2012). Finally, the
results of hypotheses 6 and 7 show that e-satisfaction has a significant positive effect on both
behavioral and attitudinal loyalty. These results lead to the creation of customer satisfaction in instant
electronic transactions, which have implications for creating customer loyalty both in terms of
behavior and attitude (Aisyah, 2018; Dandis & Wright, 2020; Sathiyavany & Shivany, 2018).

Conclusion and Implications

The results of empirical research underline that the majority of mobile banking users in Islamic
banking assess service quality based on the relative benefits obtained. The higher mobile banking
service quality has implications for customer loyalty, both attitude and behavior. This is done when
the customer is satisfied with the quality of the system displayed. This satisfaction can be achieved
if the dimensions of quality that are characteristic of the system can be presented by Islamic
banking. This study also underscores the dimensions of efficiency and system availability as the
keys to mobile banking service quality. Efficiency refers to how the system's ease, accessibility, and
speed can facilitate transactions and other functions. Furthermore, system availability refers to how
the platforms function propetly about technical constraints that may arise and attachment to
functions that strengthen processes in the business of Islamic banking customers.

For this reason, Islamic banking must always maintain the functions of their mobile
banking services, such as; easy access, functions appropriately, protects customer privacy, resolves
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transaction errors, and provides assistance if an error occurs. In addition, banks must actively
inform their customers about the process and time required for certain services under the mobile
banking system to reduce customer complaints and ensure quality information. The better the
quality of service provided by Islamic banks through the mobile banking platform, the higher
customer satisfaction will be and in the end, will result in customer loyalty, both behavior and
attitude.
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