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     Abstract  

Introduction– The main objective of the present study is to assess the PAKSERV model in 

Pakistan Islamic banking. In addition, this study investigates the direct and indirect effect of 

service quality on customer satisfaction and loyalty behavior.  

Materials and Methods – A model is proposed theoretically that tests the relationship among 

service quality, customer satisfaction, and loyalty behavior. This Study organizes two 

measurement models such as direct and indirect effects using a multivariate technique, Mplus. 

This study employed a quantitative research design using a survey questionnaire. For this 

purpose, study administers 500 survey Questionnaires among Islamic banking customers in the 

district, sheikhupura, Pakistan. The 403 questionnaires were considered validly and fully 

answered.   

Results – The findings of this study suggest that the measurement model of PAKSERV 

dimensions should consist of the six dimensions that determine customer satisfaction in an 

efficient way. The direct effect of service quality on customer satisfaction and loyalty behavior 

was significant and positive. Moreover, the indirect effect of service quality on loyalty behavior 

was also significant and positive that represents the partial mediation.  

Practical implications – Managers should provide good and appropriate services to customers 

to attract more and more customers.  

Originality/value – The PAKSERV model was not implemented in Pakistan Islamic banking. 

Moreover, customer loyalty behavior was not tested in Pakistan Islamic banking. This research 

plays an important role in identifying the cross-cultural differences among nonMuslim 

countries.   

  

Keywords: Customer satisfaction, Islamic banking, loyalty behavior, service quality, structural 
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1.  Introduction   

Service quality and customer satisfaction are 

two important elements that many service 

industries would delightedly profess to be 

endeavoring to offer to their customers. These 

two elements are considerably used by service 

industries to assess the loyalty behavior of their 
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customers. Particularly, service quality has been 

persistently expanded by experts of various 

industries, business schools, and popular 

business press to obtain desirable results. 

However, most of them would settle without any 

provoking on the importance of offering their 

customers‟ service quality (Caruana, Money, & 

Berthon, 2000). Many practitioners have failed 

to distinguish between the two terms of service 

quality and customer satisfaction and have often 

used the terms interchangeably.  

Service quality has been made a substantial 

amount of interest for social scientists, 

practitioners, and researchers in the past two 

decades. The practitioners and researchers 

consider that service quality increases the 

efficiency level of the firms (Ali & Raza, 2015, 

Al-Hawari, 2006; Caruana, Money, & Berthon, 

2000; Cheruiyot & Maru, 2013; Yoo & Park, 

2007). Nevertheless, practitioners think that 

service quality and customer satisfaction are 

interchangeable variables. Past studies elaborate 

the relationships between the service quality and 

customer satisfaction (Caruana, Money, & 

Berthon, 2000; Ali & Raza, 2015, Amin & Isa,  

2008; Arasli, Katircioglu, & MehtapSmadi, 

2005; Awan, Bukhari, & Iqbal, 2011; Terrence 

Levesque, 1996).  

Industrial managers are earnestly 

taking the concepts of “psychological 

factors of the customers‟ such as a 

commitment that considered good 

indicator in forecasting the customer 

loyalty behavior (Zhang and Bloemer, 

2008) and also helpful in building the 

customer long-term dealings (Adjei 

and Clark, 2010). Uncles et al. (2003) 

explained that loyalty behavior varies 

from customer to customer.  

In Pakistan, the Islamic banking 

industry is still improving service 

quality to achieve the maximum 

participation of foreign and local 

investors (Awan et al., 2011). This 

strategy will be helpful to achieve more 

customers‟ attention and long-term 

relations with Islamic banking 

services. The Pakistan banking 

industry mostly involves a two-way 

process, including private and public 

banking industries. Therefore, a highly 

competitive environment will be 

needed in the continuous advancement 

of service quality.   

Malhotra et al., (2005) found that 

SERVQUAL is not suitable and less 

applicable in developing countries 

where service industries are operated 

in a variety of culture. So, the 

SERVQUAL model has been found 

unsatisfactory and not measurable in 

developing and cultural oriented 

countries (Laroche, Ueltschy, Abe,  

Cleveland, & Yannopoulos, 2004). It 

could say that customers’ expectations 

are much influenced by culture. 

Malhotra et al. (2005) described that 

services of all nature are delivered 

often be determined by culturally 

oriented emotions (sincerity) and 

behaviors (formality and 

personalization). For example in 

several Muslim countries, the bankers 

smile at customers during the services 

rendering are reflected undesirable 

reaction (Ashforth & Humphrey, 

1993). It has observed that culture has 

a strong impact on people buying and 

selling products and services especially 

in the Arab region. So, the international 

managers and leaders use different 

service quality dimensions to measure 

the service quality according to 

cultural orientation (Malhotra et al., 

2005).  

Despite the literature studies on service quality, 

fewer research works have been done on 
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service quality and customer satisfaction in the 

Pakistani banking sector especially Islamic 

banking always remains untouched and 

neglects. Second, there is no evidence of 

exploring the mediating role of customer 

satisfaction between service quality, and 

loyalty behavior; repurchase intention. Even, 

the mediating role of customer satisfaction 

between service quality and customer loyalty 

behavior has been completely neglected in 

Pakistan. This mediating role makes this study 

unique and distinct from all other literature 

studies. It is believed that the present study 

offers a platform to discuss the service quality 

issues in Pakistan Islamic banking. This study 

is aimed to identify the relationship among 

service quality, customer satisfaction and 

loyalty in Pakistan Islamic banking by 

adapting the PAKSERV model developed and 

extended by Raajpoot (2004) and proposed by 

Alnaser, Abd Ghani, & Rahi (2018). On the 

basis of above discussion, the study defines 

three objectives:  

1. To examine the direct effect of 

service quality on customer 

satisfaction and loyalty 

behavior.  

2. To examine the effect of 

customer satisfaction on 

loyalty behavior.  

3. To analyze the mediating role 

of customer satisfaction 

between the service quality and 

loyalty behavior.   

  

2.  Literature Review and Conceptual 

Model  

2.1 Service Quality  

This is a general model and 

measurement instrument for all service 

industries. Actually, many pieces of 

work have recently been done by 

researchers and social practitioners and 

they addressed the measurement 

approach and conceptualization in the 

development of the SERVQUAL 

model in service industries. The 

SERVQUAL model has multiple 

dimensions and has best diagnostic 

characteristics of the banking context 

over the other service quality measures 

such as SERVPERE (Angur et al. 

1999), the SERVPERE dimensions 

were totally different from the 

SERVQUAL dimensions because 

there were some overlaps (Jabnoun and 

AlTamimi, 2003). Cui et al. (2003) 

exposed  

SERVPERF and SERVQUAL were 

not unidimensional and they also 

revealed that while analyzing 

confirmatory factor analysis, the 

measurement scales of SERPERE 

lacked validity with samples from 

different cultures.   

  

Even though the existence of multiple 

methodological problems have been contested 

and debated, the majority of research work has 

been strongly predisposed by the conceptual 

model of service quality proposed by 

Parasuraman et al. (1985), and consequently 

operationalized and advanced by the same 

authors. The radical work of Parasuraman, 

Zeithaml, and Berry (1985), has been paid much 

attention in the literature studies. They again 

used the service quality construct based on 10 

dimensions and proposed a gap model. 

Afterward, they reduced the service quality to 

FIVE dimensions in the year 1988. They 

developed the survey questionnaire of 22 items 

and declared it as SERVQUAL model. 

Parasuraman, Berry, and Zeithaml (1991; 1994) 

and Angur et al. (1999) stated that the 

SERVQUAL model is the combination of 

diagnostic characteristics and ensures some 

practical implications. Now, this measurement 

model has been used by different service 

industries and many academic researchers as 

well (Albert Caruana, 2000; Ali & Raza, 2015; 

Amin & Isa, 2008; Awan et al., 2011; Dölarslan, 

2014; Lam & Woo, 1997; Raza et al., 2015; 

Wang, Lo, & Hui, 2003; Zhu et al.,  
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2002). The five dimensions of Parasuraman et 

al. (1988) model of SERVQUAL are given 

below:  

1) Tangibles (appearance of physical 

components i.e., staff, building, 

equipment, physical facilities etc.);  

2) Reliability (the accurate ability of 

service provider and accuracy of 

performance)  

3) Responsiveness (readiness to help and 

respond to customer needs)  

4) Assurance (knowledge and courtesy of 

employees and their ability to inspire  

trust and confidence); and  

5) Empathy (caring, attention and 

individual service are given to the 

customer).  

  

After the extensive pieces of work, 

Raajpoot (2004) extended and 

proposed a new model „PAKSERV‟ 

after dropping the two dimensions of 

SERVQUAL. Raajpoot (2004) found 

that the three dimensions of  

SERVQUAL model (tangibility, 

reliability, and assurance) were most 

important and consistent. It was 

explained that PAKSERV model is 

totally developed in non-western 

countries and the most appropriate in a 

cultural context (Raajpoot, 2004).   

Laroche et al., (2004) found that the  

SERVQUAL model has not been 

satisfactory results in the developing 

countries especially cultural oriented 

countries. Therefore, the new model 

named PAKSERV in cultural 

perspective adapted and extended by 

Raajpoot (2004) and further proposed 

by Alnaser, Abd Ghani, & Rahi (2018). 

The PAKSERV model is comprised of 

six dimensions including the first three 

dimensions of SERVQUAL model and 

three newly developed dimensions. 

The PAKSERV model consists of 24 

measurable items to measure the 

service quality in the Pakistani context. 

The newly developed and extended 

dimensions were replaced with 

responsiveness and empathy.  

  

1. Sincerity; where consumer‟s evaluation 

of the genuineness of the service personnel.  

2. Formality; where the consumer‟s 

evaluation of social distance, a form of address 

and ritual.  

3. Personalization; where the consumer‟s 

evaluation of customization and individualized 

attention.  

  

2.1.1 Service quality and customer satisfaction  

Previous literature studies argue that service 

quality is a better measurement enhances 

customer satisfaction in Islamic banking 

(Dölarslan, 2014; Anderson & Sullivan, 1993; 

Levesque & McDougall, 1996). Oliver (1980) 

explains that customer satisfaction requires the 

needs of customer expectations of the services 

and products. If the satisfaction measure 

matches the customer expectations or even 

satisfaction measure exceeds customer 

expectations then it can say that they are 

satisfied. If the performance measure does not 

match or exceed, they are dissatisfied (de Wulf, 

2003). Previous research works have 

acknowledged different factors that influence 

customer satisfaction in the banking sector 

especially, in Europe and USA.   

  

For the satisfaction of the customers, Greek 

Cypriot bank in Turkey applied SERVQUAL 

technique to attain customer satisfaction. The 

service quality dimensions are used in 

predicting customer satisfaction and these 

dimensions are named as explanatory variables. 

In addition, the literature study shows that the 

reliability dimension has the highest effect on 

customer satisfaction (Arasly et al., 2005a). This 

model is consistent with Ali & Raza, (2015) and 

Amin & Isa, (2008) found that there is a positive 

and significant relationship between 
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SERVQUAL and customer satisfaction. In the 

retail and Islamic banking, customers put 

themselves under the criteria of satisfaction 

towards their banks to which service quality is 

provided. A study on college students in Bahrain 

described that the young customers focus more 

on prevailing factors like the friendliness of 

bank staff, 24-hours ATM, bank‟s reputation, 

convenient location and availability of space 

where they would like to park conveyance 

(Almossawi, 2001). The banks can probably 

influence the level of customer satisfaction by 

providing these benefits on a continuous basis.   

  

Now, banks are providing innovative 

methods to satisfy customers such as 

online system, internet banking, and 

call and telephone center. However, 

Levesque and McDougall (1996) 

identify that competitiveness and 

convenience are two important factors 

of the bank which are more likely to 

affect customer satisfaction. In the 

service industries, there is great 

importance gives to service quality 

perceptions and the association 

between service quality and customer 

satisfaction (Ali & Raza, 2015; Amin 

& Isa, 2008; Alnaser, Abd Ghani, & 

Rahi, 2018; Dölarslan, 2014; Taylor 

and Baker, 1994). Some academic and 

social researchers defined that 

customer satisfaction is an antecedent 

of service quality (Parasuraman et al., 

1985, 1991, 1994; Bitner, 1990), and 

others stood up against this argument 

and mentioned that the service quality 

acts as an antecedent of customer 

satisfaction (Cronin and Taylor, 1994; 

Anderson and Sullivan, 1993).   

The recent research has been done in 

UAE retail banking advocates that 

service quality dimensions are well 

correlated with customer satisfaction 

(Jamal and Naser, 2002). Nevertheless, 

there is too little literature 

demonstrating the importance of 

service quality dimensions in defining 

customer satisfaction (Levesque and 

McDougall, 1996). Anderson et al. 

(1994) suggest that if the banks use 

improved quality, then they will 

perceive more customer satisfaction. 

The researchers advocate that the 

service quality instrument is used in 

determining service deficits in the 

banking sector than any other serve 

measuring instrument (Angur et al. 

1999).   

However, PAKSERV model was proved and 

verified in the developing countries where the 

customers give more importance to their cultural 

perspectives (Raajpoot, 2004; Alnaser, Abd 

Ghani, & Rahi, 2018). Graham Saunders, (2008) 

found that all six dimensions of PAKSERV 

model were significant to measure the service 

quality of African Islamic banking. So, the 

present study adapted PAKSERV model to 

measure the Islamic banking service quality in 

Pakistan culture. On the basis of past literature 

findings, this study develops the research 

hypothesis:  

H1: There is a direct positive and significant 

relationship between service quality and 

customer satisfaction.  

2.2 Service quality and loyalty behavior   

Service  quality  and  Re-

purchase intention (RPI)  

Service quality influences the loyalty behavior 

of the customers in Islamic banking. Even the 

loyalty behavior is directly affected by the good 

and comprehensive services provided by Islamic 

banking. Some researchers show that service 

quality influences customer loyalty behavior 

(Asubonteng et al., 1996; Zeithaml et al., 1996). 

In addition, Yieh et al., (2007) found that the 

positive and significant effect of service quality 

on customer loyalty behavior was possible with 

the overall influence of customer satisfaction 

and service quality. Moreover, Han and Ryu 
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(2009) found that loyalty behavior can be 

predicted by the overall effect of service quality. 

On the basis of pieces of literature evidence, the 

present study proposes a research hypothesis:  

H2: There is a direct positive and 

significant relationship between 

service quality and loyalty behavior.  

2.3 Customer satisfaction and loyalty 

behavior  

2.3.1 Satisfaction and Re-purchase 

intention (RPI)  

Vazquez-Casielles et al. (2009) define 

that RPI relates to customer re-buying 

attitude towards a service or product 

and the customer wants to maintain 

him/her within a particular product or 

service. Moreover, he/she commits to 

making the transaction with the service 

provider of that service and product. 

The study shows that the RPI 

dimension of loyalty behavior is 

related to customer satisfaction 

(Dölarslan, 2014; Pihlström, and 

Brush, 2008; Zhang and Bloemer, 

2008). Consistently, customer 

satisfaction has been advocated to 

correlate positively to RPI.  

Past studies have addressed that 

customer satisfaction significantly and 

directly affects customer loyalty 

behaviors (Brady et al., 2005; 

Dölarslan, 2014; Cronin et al., 2000; 

Oliver, 1999). In addition, the 

customers who are highly satisfied 

tend to re-purchase the product or 

service (Zeithaml et al. 1996). In the 

opposite way, if the customers are 

strongly dissatisfied with the product 

or service, they find its competitor 

(Jiang and Rosenbloom, 2005). 

Particularly, some literature studies 

have revealed „how satisfaction effects 

RPI‟ (Tam, 2004), either as a good 

predictor of RPI (Dölarslan, 2014; 

Zhang and Bloemer, 2008). Therefore, 

the present study reasonably expects 

that customer satisfaction will 

positively and significantly affect RPI. 

For this purpose, the following 

hypothesis is addressed.  

H3: There is a positive and significant 

relationship between customer satisfaction and 

loyalty behavior.  

2.4  Mediating  role  of  Customer  

Satisfaction between Service Quality and 

Loyalty behavior  

The present study is considered customer 

satisfaction as a mediator between service 

quality and customer loyalty behavior. The first 

study of Taylor & Baker (1994) explained that 

customer satisfaction acts as a moderator 

between service quality and customer loyalty 

behaviors but later their study found that 

customer satisfaction acts as mediator instead of 

a moderator. In addition, the previous study 

found customer satisfaction mediates the 

positive and significant relationship between 

service quality and re-purchase intention (RPI) 

(Bou-Llusar et al. 2001). Another study 

provides a shred of evidence that customer 

satisfaction is an influential factor that mediates 

the relationship between service quality and RPI 

(Cronin et al., 2000). Service quality is based on 

technological services influences customer 

satisfaction which in turn, determines customer 

loyalty behavior in the Indian banking industry 

(Lenka et al., 2009). Therefore, it is found that 

customer satisfaction plays mediator role 

between service quality and loyalty behavior. 

Chang and Polonsky (2012) advocated that 

customer satisfaction partially mediates the 

relationship which increases positive loyalty 

behavior of customers.   

Literature studies showed that service 

quality  positively  affects 

 customer satisfaction, which in turn 

positively affects customer loyalty (Bou-

Llusar et al. 2001; Izogo and Ogba, 2015; 
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Kim and Lee, 2010; Lenka et al., 2009). A 

study conducted in the Netherlands shows 

that service customer satisfaction 

mediates the positive  and  significant 

 relationship between service quality and 

customer loyalty (Bloemer et al. (1998), 

and in Japan (Bei and Chiao, 2001), 

partially mediates the relationship 

between service quality and customer 

loyalty behavior (Crauana, 2002). In 

addition, Kim (2011) advocates the 

indirect effect of service quality on 

customer loyalty through the mediation of 

customer satisfaction among the 

restaurants in Korea. On the basis of the 

above debate, this study develops a 

hypothetical relationship:  

H4: There is an indirect positive and 

significant relationship between 

service quality and customer 

satisfaction through the mediating role 

of loyalty behavior.  

  

  Figure 1: Theoretical Framework  

3.  Research methodology  

3.1 Sample size  

While determining the sample size, the present 

study follows the guidelines addressed by 

Comrey and Lee (1992), suggest that a sample 

of 50 respondents represents poor sampling, 

300 as good, 400 as good, 500 as very good and 

1000 as excellent for factor analysis. However, 

the present study follows these guidelines and 

takes a sample of 500 respondents who visit the 

banks during the working hours located in 

Sheikhupura, Pakistan. Convenience sampling 

technique was used to collect data for this 

study. Convenience sampling defines as a 

process of collecting data from the population 

or representative part of the population that is 

closed to hand and easily accessible to the 

researcher (Rahi, 2017). The survey 

questionnaires were administered among the 

Islamic banking customers. Out of 500 

respondents, 403 respondents were able to give 

a valid and reliable response. The response rate 

was 80.6%. Even the 400 and above sample 

size is considered good, suggested by Comrey 

and Lee (1992).  

3.2 Survey instruments  

3.2.1 Service quality  

The PAKSERV model consists of six 

dimensions has been developed by Raajpoot, 

(2004) and furtherly proposed and adopted by 

(Alnaser, Abd Ghani, & Rahi, 2018). 

Measurement items survey was administered 

carefully in the service industry especially 

Islamic banking sector of Pakistan, whereas the 

content validity of this scale has been confirmed 

in the literature studies. This measurement scale 

includes six dimensions such are tangibility, 

reliability, assurance, sincerity, personalization, 

and formality. The service quality scale is 

measured on a 5-points  

Likert scale ranging from (1) „strongly 

disagree‟, (2) „disagree‟, (3) „neutral‟, (4) 

„agree‟ and (5) „strongly agree‟ to test the 

perception of service quality in Islamic banking.   

3.2.2 Customer satisfaction  

The „customer satisfaction scale‟ is 

adopted from the literature studies 

(Amin & Isa, 2008; Ali & Raza, 2015). 

The items of customer satisfaction will 

reflect the level of satisfaction with 

Islamic banking products and services. 

The level of customer satisfaction will 

measure on 5 points Likert scale 

ranging from (1) very unsatisfied to (5) 

very satisfied.  

  

3.2.3 Customer Loyalty behavior The 

RPI (re-purchase intention) scale has 
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been found from the literature studies 

(Dölarslan, 2014; Maxham 2001; 

Terrence Levesque, 1996). The present 

study adapted two items of RPI more 

comprehensive and clear, suggested by 

(Terrence Levesque, 1996). This scale 

will measure on 5 point Likert scale 

ranging from (1) „strongly disagree to 

(5) „strongly agree‟.  

3.2.4 Customer characteristics This 

study uses customer characteristics 

such as gender, age, and educational 

level.  

Table 1 describes the customer 

characteristics. Males were (67.5%) 

more than females (32.5%). 16.9% of 

respondents were less than 20 years 

old, 39% were 21-30 years old, 27% 

were 3140 years old, and only 17.1% 

respondents aged 41-50. Only 1.7% 

respondents were having high school 

education, 11.7% respondents had 12 

years education, 35% respondents 

were having a bachelor degree, 38.2% 

respondents were having Master 

degree, and 13.4% respondents were 

belonged to post-graduate.  

  

  

  

4.  Data analysis  

4.1 Statistical tools  

This study used Mplus 7 (Muthen & Muthen, 

1998-2012) and SPSS 20 to analyze the data. 

Mplus statistical tool was used to perform the 

SEM (structural equation modeling) and to 

assess the measurement model. SPSS software 

was to measure the construct reliability 

(Cronbach alpha). The following measures are 

used to test the data:  

5.  Results  

    

    

    

    

    

    

Table 1: demographic characteristic of the respondents 

          

Demographic characteristic  Frequency  Percentage%  

Gender      

Male   272  67.5  

Female   131  32.5  

Age      

Less than 20 years  68  16.9  

21-30 years  157  39.0  

31-40 years  109  27.0  

41-50 years  69  17.1  

Education      

High school Education  7  1.7  

12 years Education  47  11.7  

14 years Education  141  35.0  

16 years Education  154  38.2  

M.Phil. and above  54  13.4  
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5.1 Confirmatory factor and reliability 

analysis for the measurement instruments  

Table 2 shows the factor loadings and reliability 

of measurement constructs of the present study. 

First of all, CFA was performed to test the factor 

structure known as construct validity. Wang and 

Wang‟s (2012) and Joseph F. Hair, (2013) 

suggest that a researcher begins with examining 

the indicator factor‟s loading. Therefore, the 

present study adopts the  

Wang and Wang‟s (2012) criteria for 

factor loadings which is greater than 

0.7. Factor loading above 0.7 explains 

that   

  

construct is over 50% of the indicator 

variance (Hair et al., 2012; Joseph F. 

Hair, 2013; T. Coltman, 2008; Wong, 

2013). The present study found that the 

loading values of service quality and 

re-purchase intention were greater than 

0.7. Furthermore, the 1 item of 

customer satisfaction (CS1=0.673) 

showed a lower value than 0.7, so this 

item was deleted to increase the model 

fit indices. A possible explanation 

behind using the service quality as one 

factor that the measurement items have 

not been standardized and validated in 

the Pakistani context, making it 

difficult to apply the original model 

directly to Pakistani context. 

Moreover, the present study finally 

used 20 items of service quality, 3 

items of customer satisfaction and 2 

items of re-purchase intention. There 

was good validity of measuring 

constructs.  

The SPSS package was used to test the construct 

reliability. For this purpose, the Cronbach alpha 

was calculated of all measuring constructs. The 

reliability coefficient ranges from 0.78 to 0.92, 

indicating acceptable reliability but Wang  
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and Wang‟s (2012) cut-off value of 

0.70. The alpha coefficients of all 

constructs and factors were greater 

than said value. The Cronbach alpha 

for the service quality dimensions; 

tangibility, reliability, assurance, 

sincerity, personalization, and 

formality were 0.788, 0.843, 0.869, 

0.766, 0.815 and 0.859 respectively 

and the combined Cronbach alpha for 

service quality was 0.934. The 

Cronbach alpha for customer 

satisfaction and loyalty behavior was 

0.813 and 0.734 respectively. So, it 

could say that there was good 

reliability.   

Table 2: The factor loadings and Cronbach alpha for measuring constructs  

Constructs   Loading  (α)  

Tangibility  TAN  0.788  
The tools and equipment used by Islamic Banks are modern  0.741    
The facilities offered by Islamic Banks are attractive  0.715    
The communication material of Islamic Banks is easy to understand  0.746    
Reliability  REL  0.843  
Employees of Islamic Banks fulfil their promises  0.766    
Service specifications are followed by Islamic Banks  0.817    
Islamic Banks deliver error-free services  0.820    
Assurance  ASS  0.869  
Islamic Banks offer financially safe investment  0.824    
Employees of Islamic Banks are courteous  0.843    
Employees of Islamic Banks have appropriate knowledge  0.827    
Sincerity  SIN  0.766  
In Islamic Banks, customers’ interest is taken from heart  0.704    
Employees of Islamic Banks offer proactive advices   0.725    
Employees of Islamic Banks are well mannered   0.743    
Personalization  PERS  0.815  
Individuals are given personal attention in Islamic Banks  0.727    
In Islamic Banks, customers are called by their names   0.750    
In Islamic Banks, there are customized solutions provided to 0.705 customers’    

In Islamic Banks immediate action is taken about any matter  0.709    
Formality  FORM  0.859  
Employees of Islamic Banks do not use foul language  0.709    
Employees of Islamic Banks pay full attention to customers  0.877    
Employees of Islamic Banks are not friendly with customers  0.843    
Address customers by their family name whenever possible  0.702    
Customer Satisfaction  CS  0.813  
I am satisfied with employees respond and prompt services  0.751    
I am satisfied with financial services advice  0.794    
The overall service quality provided by my banks is excellent  0.768    
Loyalty behavior (re-purchase intention)  REIN  0.734  
If people asked me, I would strongly recommend that they deal with my bank  0.883    
Things happen at my bank that make me want to switch my accounts elsewhere  0.760    

Note: α, Cronbach alpha (reliability)  5.2 Model fitness  
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Finally, the fitness is determined on the basis of 

following parameters‟ estimates and indices 

(Byrne, 2012): Degree of freedom (df), Chi-

square (x2), root mean   

  

square error of approximation (RMSEA values 

must be smaller than 0.08 indicates acceptable 

fit), comparative fit index (CFI) and Tucker-

Lewis index (TLI) (Byrne, 2012; Hair, Babin, 

Black, & Andersen, 2010). The CFI and TLI 

values higher than  

0.95 show acceptable fit (Hu & Bentler, 1999). 

In spite of these fit indices, two more fit indices 

known as Akaike Information Criterion (AIC) 

and Bayes Information Criterion (BIC) use to 

compare structural models. The lower values of 

both of them indicate better fit (Hair et al., 

2010).  

According to Raajpoot, (2004), the 

PAKSERV model consisted of six 

dimensions, customer satisfaction 

consisted of one factor and, re-

purchase intention also consisted of 

one factor. To assess the fit indices in 

Table 2, the factor structures produced 

the model fit indices. The fit indices 

show that the values of CFI  

(>0.95), TLI (>0.95) and RMSEA 

(≤0.08) were calculated. All values of 

three measurement constructs were 

showing acceptable fit. Table 3 shows 

the fit indices in confirmatory factor 

analysis of measurement constructs as 

below:  

  

5.3 Correlation coefficient  

The  present  study  investigates 

 the correlation coefficients of the 

constructs (See table.4). Correlation values 

lay down between +1 to -1. If value closer 

to (+1) then there will be a strong positive 

correlation. If Correlation value closer to 1 

then there will be a strong negative   

  

Table 4: Correlation coefficients 

correlation (Wang and Wang‟s, 2012). 

This study examined that the correlation 

among all constructs was positive and 

significant. This study found a strong and 

positive correlation between service quality 

and loyalty behavior. There was also a 

strong and positive correlation between 

service quality and customer satisfaction.  

Table 3: Fit indices in confirmatory factor analysis of service quality, customer satisfaction, 

and loyalty behavior 

Variables   χ2  Df  CFI   TLI  RMSE\A  AIC  BIC  

Service quality   155  0.966  0.951  0.068  15757.951  16057.871  

Customer satisfaction  411.622  3  1.00  1.00  0.000  2554.895  2590.886  

Loyalty behavior  166.941  1  0.994  1.006  0.000  1843.018  1867.012  
Note:  χ2, chi-square for base-line; df, degree of freedom; CFI, comparative fit index; TLI, Tucker-Lewis index; RMSEA, root mean square   

error of approximation; AIC, Akaike information criterion; BIC, Bayes information criterion  

Variables  CS  LB  PAKSERV  Gender  Age  Education   

 Customer 

Satisfaction 
  1.000             

 Loyalty 

behavior 
  0.682   1.000           
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5.4.1 Direct effect  

  

  

  

5.4 Testing the second-order structural 

models  

Secondly, the structural equation modeling 

(SEM) technique was used to test the 

regression coefficients known as path 

coefficient. Mplus 7 was used to test the 

regression analysis by following the 

bootstrap technique. The path coefficient 

standard values fall between +1 to -1 (Hair 

et al., 2013; Joe F. Hair Jr, 2013-2014; Roni 

et al., 2015;  T. Coltman, 2008) suggest that 

path model coefficient closer to +1 indicates 

high and positive effect and on the opposite 

side indicates high negative effect. The 

rejection and acceptance of the hypothesis 

depends upon two parameters known as t-

value and p-value. The present study used 

the standardized findings of the 

measurement tests.  

The measurement model addressed the basis 

for the structural equation modeling and 

latent constructs modeling was used to test 

the hypothesized relationship. Model 1 

shows the direct pathways of having used 

constructs in the present study. The results 

showed that the service quality has a strong 

direct positive and significant effect on 

customer satisfaction at (β = 0.901***, p = 

0.000) and has a direct positive and 

significant effect on loyalty behavior at (β =  

0.452**, p = 0.001). The customer 

satisfaction has also a direct positive and 

significant effect on loyalty behavior at (β =  

0.548***, p < 0.000). Therefore, all three 

direct hypothesized relationships were 

accepted and supported. The findings of the 

present study are consistent with the 

literature study (Alnaser, Abd Ghani, & 

Rahi, 2018). The direct effects model meets 

the requirements of the acceptable fit to the 

data with the given results:  

  

Model  1 

  

  

 Service 

quality 
   0.689   0.703   1.000         

 Gender    0.355   0.358   1.000       

 Age     0.381   0.471   0.429   0.566   1.000     

Education  0.431  0.378  0.530  0.485  1.000  

Note:  p < 0.05 *, p < 0.01 **, p < 0.001***        
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Note: χ2=847.269; df=266; CFI=0.962; TLI=951; RMSEA=0.074; AIC=19515.686; BIC=19851.597;   
At significant level; p < 0.05 *, p < 0.01 **, p < 0.001***  

5.4.2 Indirect effect  

The present study found the indirect 

relationship between the service quality and 

loyalty behavior by the mediating role of 

customer satisfaction. Model 2 shows the 

indirect pathway to test the hypothesized 

relationship. It was examined that the service 

quality has an indirect positive and significant 

effect on loyalty behavior at (β =  

0.494***, p = 0.000). However, hypothesis 4 

was accepted and supported as service quality 

was found to be significant direct and indirect 

predictors to loyalty behavior in the form of 

re-purchase intention. The direct effect of 

service quality on loyalty behavior was 

significant at (β = 0.452**, p = 0.001) and 

indirect effect was also significant at (β  

= 0.494***, p = 0.000). Additionally, it was 

found that there was partial mediation of 

customer satisfaction between the service 

quality and loyalty behavior. The indirect 

effect model also fulfills the requirements of 

the acceptable fit to the data.  

  

Model 2          

          

  H4         .494***  

  

Figure 3: Indirect effect of service quality   

Note:  χ2=847.269;  df  =266;  CFI=0.962;  TLI=0.951;  
RMSEA=0.074; AIC=19515.686; BIC=19851.597;   

  

At significant level; p < 0.05 *, p < 0.01 **
, p < 0.001***  

5.5 R-square  

Table 5 shows that the coefficient of 

determination (R²) is a most important 

measure to test the structural model fitness. 

R² evaluates the effect of all latent constructs 

of an independent variable on the dependent 

variable (Wong, 2013). The present research 

had good predictive accuracy/ adequacy in 

terms of R² values because R² is a measure to 

test the model predictive adequacy (Hair et 

al, 2013). The R² values should be placed 

between 0 to 1 with the high level of value, 

the higher level of predictive accuracy and 

vice versa (Joseph F. Hair, 2013). 

Researchers argue that R² values vary from 

0.75, 0.50 to 0.25; respectively described the 

              

          H1          .901 
***   

H3       .548 
*** 

  

          H2            . 452 
**   

  

Figure 2:   Direct effect of service quality   

+   

Service Quality   

Loyalty  
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Satisfaction   

  Service  
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Loyalty  

Behavior   

Customer  
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strong, moderate and weak effect (Hair et al., 

2012, 2013; Joe F. Hair Jr, 2014; Sarstedt, 

Ringle, Smith, Reams, & Hair, 2014; Hair, 

Sarstedt, Pieper, & Ringle, 2012). The effect 

size of service quality on customer 

satisfaction is  

(R2=0.812, p=0.000) greater than 0.75 that 

considered the strong effect of an 

independent variable (service quality) on the 

dependent variable (customer satisfaction). 

In addition, the effective strength of service 

quality on loyalty behavior is (R2=0.951, 

p=0.000) also greater than said value. So, it 

could say that there was a strong effect of 

service quality on both customer satisfaction 

and loyalty behavior.   

proposed hypothesized relationships were 

accepted and supported.   

  

The service quality had a direct positive and 

significant effect on customer satisfaction 

and loyalty behavior. The direct 

hypothesized relationships results are 

consistent with the results of Alnaser, Abd  

Ghani, & Rahi, (2018) and Raajpoot, (2004). 

It was proved that each dimension of 

PAKSERV has a significant contribution 

towards the Islamic banking customers in 

Pakistan. In addition, many researchers also 

proved the direct relationship between the 

service quality and customer satisfaction 

(Ali & Raza, 2015; Amin & Isa, 2008; 

Dölarslan, 2014; Taylor and Baker, 1994). 

The direct effect of service quality on loyalty 

behavior was found by Han and Ryu (2009), 

who explored that loyalty behavior can be 

predicted by overall service quality.   

Furthermore, the indirect effect of service 

quality on loyalty behavior was also positive 

and significant by the mediating role of 

customer satisfaction. The indirect 

relationship findings are consistent with the 

literature studies (Bou-Llusar et al. 2001; 

Izogo and Ogba, 2015; Kim and Lee, 2010; 

Kim, 2011; Lenka et al., 2009). A study 

conducted in the Netherlands shows that 

customer satisfaction mediates the positive 

and significant relationship between service 

quality and customer loyalty (Bloemer et al. 

(1998), and in Japan (Bei and Chiao, 2001). 

However, this study found the partial 

mediation between the service quality and 

loyalty behavior and this partial mediation 

was advocated in the literature study 

(Crauana, 2002).  

The proposed hypothesis “customer 

satisfaction has a positive and significant 

effect on loyalty behavior’ was accepted and 

supported. It could found that Islamic 

banking customers are demonstrated loyalty 

behavior; repurchase intention when they got 

satisfied with the services and products of 

their banks. The findings of this relationship 

are consistent with the findings of the 

literature studies (Brady et al., 2005; 

Dölarslan, 2014; Cronin et al., 2000; Oliver, 

1999). In addition, the study argued that the 

customers who are highly satisfied tend to 

repurchase the product or service (Zeithaml 

Table 5: Testing the effect size using R square  

Variables  Estimate  S.E  Est./S.E  P-value  

Customer satisfaction  0.812  0.037  21.714  0.000  

Loyalty behavior  0.951  0.042  22.508  0.000  

  model in Islamic Banks of Pakistan.  

6.        Discussion   This study revealed that all  

The primary objective of the present study was to 

analyze the PAKSERV  
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et al. 1996). With subject to the previous 

study by Raajpoot, (2004) this study also 

confirms that the dimensions of PAKSERV 

model are the most important determinants to 

test the customer satisfaction and loyalty 

behavior in Islamic banking of Pakistan. 

Additionally, the findings of PAKSERV 

model are also consistent with Graham 

Saunders (2008).  

7.          Conclusion   

The rapid growth in Pakistan made 

PAKSERV model important to test and 

measure the Islamic banking services. So, 

there was a dire need to use PAKSERV 

model in assessing the Islamic banking in 

Pakistan, an underdeveloped country. Islamic 

banking customers are satisfied with their 

service provider banks and they intend to re-

purchase the products or services of said 

banks. This shows that customers are not 

willing to neglect their Islamic banking 

services and products. Data was collected 

from the Islamic banking industry and 

PAKSERV model was used to measure the 

service quality of Pakistani Islamic banking. 

The adapted PAKSERV model facilitates the 

managers to provide appropriate and suitable 

services to their customers and to manage the 

service strategy very carefully. In addition, 

Islamic banks need to improve the personal 

relationship with their customers, and this is 

only possible by satisfying the customers. 

The study reveals that the good service 

quality attracts more and more customers and 

their loyalty behavior; in turn, they feel 

satisfied with Islamic banking products and 

services and have positive behavior to re-

purchase that services and products. This 

strategy makes customers more conscious 

and vigilant about the Islamic banking 

services and products. And also this 

terminology helps in making customer 

decisions and influences their perceptions 

towards services and products.  

7.1 Limitation and Future Research  

Despite the methodological contribution, this 

research has some flaws and limitations. First 

of all, the sample size used was small and 

represented only Islamic banking services 

and products in Pakistan. This was a cross-

sectional study and data was collected at 

once, but there will need to test the 

PAKSERV model according to the 

longitudinal study. Second, PASKSERV 

model should cover all the banking services 

and products rather than only Islamic 

banking. However, future research should be 

conducted in overall banking services or in 

other public and private sectors such as food, 

telecommunication, healthcare, medicine, 

automobiles.   
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