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ABSTRACT

This research aims to assess the quality of Muslim Consumer Services (MCSQ) in Islamic
banks in Oman and to examine the mediating role of Muslim Consumer Satisfaction (MCS)
between service quality and Muslim Consumer Loyalty (MCL). Data were collected through
questionnaires distributed to customers of various banks in Sohar. The MCSQ model
incorporates key Islamic values such as Shariah compliance, honesty, modesty, humaneness,
and trustworthiness. The results show that MCSQ has a significant positive impact on both
consumer satisfaction and loyalty. The study also reveals that MCS partially mediates the
relationship between MCSQ and MCL. The model was developed and empirically tested in the
Omani context, highlighting the need for further validation in other cultural or banking
environments. Future research could include comparisons with customers of conventional
banks or those who use both Islamic and traditional banking services. These findings suggest
that Islamic banks can better meet the expectations of Muslim customers by aligning their
services with Islamic principles and placing greater emphasis on customer satisfaction. This
strategic focus can help bridge the gap between customer expectations and actual service
delivery. The study contributes to the field of service marketing in Islamic banking by
providing empirical evidence on how service quality, satisfaction, and loyalty are
interconnected in this unique financial context.
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INTRODUCTION

In today’s competitive marketplace, service providers and marketing researchers consistently
emphasize the critical importance of delivering high-quality services to sustain a competitive
advantage (Olorunniwo et al., 2006). The focus on high-quality service has increased, especially
after the COVID-19 pandemic (Rababah et al, 2021). Empirical evidence shows that
organizations focusing on superior service quality to enhance customer satisfaction tend to
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experience higher sales, increased profitability, and improved operational efficiency
(Parasuraman et al., 1988; Hasan et al., 2022). High service quality that meets or exceeds
customer expectations not only boosts customer retention but also acts as a powerful marketing
tool through positive word-of-mouth and attraction of new clients (Ahmad et al., 2021).

Customer perceptions and expectations, shaped by individual needs and cultural realities, are
crucial in the evaluation of service quality (Gayatri & Chew, 2013). Farrell et al. (2001) suggest
that customers assess service quality primarily based on the behavior of staff rather than their
emotions, underscoring the importance of frontline employee conduct. However, this can result
in discrepancies between how service providers and customers perceive quality (Gronroos,
1993).

Despite extensive research, a universally accepted metric for measuring service quality remains
elusive. Various models, including the Disconfirmation Paradigm (Oliver, 1977), Scandinavian
model (Gronroos, 1984), SERVQUAL (Parasuraman et al.,, 1988), performance-based model
(Cronin & Taylor, 1992), and hierarchical models (Brady & Cronin, 2001) have attempted to fill
this gap. Nevertheless, these models were largely developed within Western contexts and often
overlook cultural and religious dimensions, which are vital for accurately assessing service
quality in diverse markets (Al-Hawari et al., 2020).

Cross-cultural studies reveal significant variations in service quality perceptions. For instance,
Mattila (1999) found that while Western customers emphasize physical environments, Gulf
customers prioritize interpersonal relationships with service staff. Such insights highlight the
need for culturally sensitive service quality frameworks, especially in sectors deeply influenced
by religious and cultural values.

This is particularly relevant in the Islamic banking sector, which faces growing demand from
Muslim customers expecting services compliant with Sharia principles. Islamic banks operate
under pressure to offer service excellence that aligns with their clientele’s religious and cultural
expectations (Mohamed et al., 2021). Yet, many Islamic financial institutions struggle to meet
these heightened expectations, partly because existing service quality scales often lack cultural
contextualization (Khan et al., 2023).

In the Gulf region, where competition among Islamic banks is intensifying, the development of
localized service quality metrics that incorporate Islamic values such as honesty, fairness, and
trustworthiness is essential (Al-Khatib et al., 2022). Using culturally appropriate measurement
scales provides actionable insights for improving service delivery, enhancing customer
satisfaction, and ultimately boosting loyalty.

In Oman, the dual banking system —comprising both Islamic and conventional banks—creates
unique challenges. Although Islamic banking assets in Oman grew by 18.9% in 2017, market
share remains limited, suggesting customers still heavily rely on conventional banks (Oman
Financial Services Authority, 2018). This underlines the need for Islamic banks to better
understand the factors influencing service quality perceptions among Omani Muslim
customers.
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Accordingly, this study explores the impact of Islamic banking service quality on customer
satisfaction and loyalty in Oman. It further examines whether customer satisfaction mediates
the relationship between service quality and loyalty. By aligning service delivery with the
cultural and religious context, Islamic banks can enhance their competitive positioning and
better serve their target markets. This research makes a significant contribution to the field of
Islamic banking and service marketing by developing and empirically testing a Muslim
Consumer Service Quality (MCSQ) scale tailored to the cultural and religious context of Oman.
It addresses the gap in existing service quality models, which are largely based on Western
perspectives and fail to capture the unique expectations of Muslim customers. The study reveals
that service quality in Islamic banks has a positive impact on customer satisfaction and loyalty,
with customer satisfaction partially mediating the relationship between service quality and
loyalty. These findings offer valuable insights for Islamic bank managers in Oman and similar
contexts, emphasizing the importance of aligning service delivery with Islamic values such as
honesty, modesty, and Sharia compliance to enhance customer retention and competitiveness.

LITERATURE REVIEW

Service quality and its associated dimensions are essential in the business environment, as they
contribute to maintaining customer satisfaction, fostering loyalty, and mitigating risk
(Hallowell, 1996; Rauyruen & Miller, 2007). Parasuraman et al. (1988) define "quality" as a
comprehensive assessment of the level of service excellence. Similarly, Lovelock and Wright
(2002) describe quality as a service’s ability to satisfy customers by fulfilling their needs, desires,
and expectations. Gilmore (2003) emphasizes that service quality refers to an organization’s
capacity to meet or exceed customer expectations. In the context of Islamic banking, service
quality pertains to a bank’s ability to deliver Sharia-compliant services that align with or
surpass the expectations of Muslim consumers.

Othman and Owen (2001) argue that evaluating service quality in Islamic banking settings
requires special consideration, as each country's unique culture and religious practices shape
consumer perceptions. Therefore, developing assessment tools that account for the cultural,
national, and socioreligious context is vital (Jabnoun & Khalifa, 2005; Othman & Owen, 2001).
Gayatri and Chew (2013) further assert that religious and cultural values significantly influence
Muslim consumers’ perceptions of service quality, with customers favoring service providers
that adhere to Islamic principles.

Previous research on Islamic banking service quality has frequently adapted models from the
broader service industry. For instance, Akhtar and Zaheer (2014) applied the SERVQUAL
framework to Islamic financial institutions. Awan et al. (2011) employed a modified
SERVQUAL model—including factors such as empathy, service architecture, convenience,
employee competence, and customer focus—to explore the relationship between service quality
and customer satisfaction in both Islamic and conventional banks in Oman. Meanwhile,
Othman and Owen (2001) introduced the CARTER model, which includes compliance,
assurance, reliability, tangibility, empathy, and responsiveness, specifically tailored to assess
Islamic bank services.
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In addition to banking, Gayatri and Chew (2013) examined service excellence in various sectors
in Oman, including retail, hospitality, and restaurants, based on Muslim customer perceptions.
Their study identified Islamic values such as halal compliance, religious observance, honesty,
modesty, humanity, and trustworthiness as key components of perceived service excellence.
Abdullah et al. (2011) developed the Bank Service Quality Index (BSQ) to evaluate Islamic
banking services in Nigeria using dimensions such as tangibility, reliability, responsiveness,
assurance, empathy, and Shariah compliance. Similarly, Misbach et al. (2013) conducted
empirical research in Makassar, Indonesia, using the Islamic Bank Service Quality (i-BSQ)
model, which emphasized system performance, responsiveness, reliability, and compliance, all
of which positively influenced customer satisfaction and trust. Khalifa and Jabnoun (2005) also
conducted a comparative study of service quality in Islamic and conventional banks in the
United Arab Emirates (UAE), utilizing dimensions such as human skills, reliability, brand
image, and institutional values.

This study adopts the service quality dimensions proposed by Gayatri and Chew (2013)—
honesty, modesty, humanity, and dependability —as they reflect Islamic ethical principles and
have not been widely applied in Islamic banking research. In addition, the Shariah-compliant
dimensions identified by Othman and Owen (2001) are incorporated to enhance cultural and
religious relevance. These combined dimensions, although originally developed in other sectors
such as hospitality and retail, serve as a robust foundation for developing a culturally sensitive
and religion-oriented framework for evaluating service quality in Islamic banking in Oman.

RESEARCH HYPOTHESES

Service Quality and Customer Satisfaction

Directories indicate that high service quality in Islamic banking encompasses both Shariah-
compliant dimensions—such as assurance, compliance, tangibility, empathy, and
responsiveness (Othman & Owen, 2001)—and Islamic value-based dimensions—such as
honesty, humility, humaneness, and trustworthiness (Gayatri & Chew, 2013). These dimensions
align with the expectations and norms of Muslim consumers and are instrumental in enhancing
customer satisfaction and sincerity toward Islamic banks (Othman & Owen, 2001). This
reinforces the importance of improving customer loyalty through service quality initiatives that
center on the perspectives of Muslim consumers, addressing the specific elements that
contribute to their satisfaction.

The conceptual framework for this study is informed by the integration of dimensions proposed
by Gayatri and Chew (2013) and Othman and Owen (2001). It is intended to serve as a strategic
model to emphasize the role of service quality in boosting customer satisfaction and sustaining
long-term loyalty.

Anand and Selvaraj (2012) argue that a strong relationship exists between customer loyalty,
customer satisfaction, and service excellence. Responsiveness, reliability, and empathy are key
service quality components that significantly influence both satisfaction and loyalty. Gayatri
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and Chew (2013) further stress that service excellence from a Muslim consumer's viewpoint
possesses unique cultural and religious characteristics.

Empirical research consistently supports the linkage between service quality, customer
satisfaction, and loyalty, establishing them as critical metrics of marketing effectiveness (Sachro
& Pudjiastuti, 2013). In the Omani public sector, Agus et al. (2007) found that service
dimensions such as responsiveness, accessibility, and credibility were rated as “very good” and
positively perceived by consumers. Awan et al. (2011) observed that service quality
improvements in both conventional and Islamic banks significantly enhance customer
satisfaction, which in turn influences customer behavior. Likewise, Anand and Selvaraj (2012)
concluded that service quality dimensions—including responsiveness, compliance, and
empathy —directly affect customer satisfaction and loyalty.

Based on these findings and the reviewed literature, the following hypothesis is proposed:

H1: Service quality has a significant positive effect on customer satisfaction and customer loyalty in
Islamic banks in Oman.

Service Quality and Customer Loyalty

Service quality has been identified as a critical determinant of customer loyalty. According to
Shpetim (2012), service quality can positively influence customer loyalty, suggesting that the
provider's ability to deliver high-quality service is a significant driver of repeat patronage and
long-term relationships. This finding is supported by Adoyo et al. (2012), who reported a
positive correlation between service quality dimensions and consumer loyalty.

Osman and Sentosa (2013) further discovered that in the context of rural tourism services in
Oman, service quality, along with customer satisfaction and trust, significantly influenced
customer loyalty. Similarly, Badara et al. (2013) emphasized that customer satisfaction is
strongly shaped by service quality factors such as employee responsiveness in banking services.
Importantly, for Islamic banks, customer loyalty is also contingent upon the assurance that the
bank’s operations are compliant with Shariah principles, which is a critical consideration for
Muslim customers.

Based on the reviewed literature and empirical findings, the following hypothesis is proposed:

H2: Service quality positively influences Muslim customer loyalty in Omani Islamic commercial banks.

Customer Satisfaction and Customer Loyalty

There is a well-established link between customer satisfaction and loyalty in the marketing and
service literature. Studies have consistently demonstrated that higher customer satisfaction
leads to stronger loyalty, making these two constructs fundamental indicators of marketing
success (Sachro & Pudjiastuti, 2013; Wen et al., 2005). Shpetim (2012) affirmed that satisfied
customers are more likely to remain loyal to a service provider, as satisfaction reinforces
positive perceptions and experiences.
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Moreover, customer loyalty is more likely to be secured when satisfaction is combined with
trust. This is particularly relevant in the Islamic banking context, where trust plays a vital role
due to the religious and ethical foundations of the services offered. Therefore, enhancing
customer satisfaction can be a strategic approach for Islamic banks aiming to retain their
Muslim clientele.

Based on the insights from the literature, the following hypothesis is formulated:

H3: Customer satisfaction positively influences Muslim customer loyalty in Omani Islamic commercial
banks.

METHODOLOGY

This study adopted a quantitative research approach, which is appropriate for examining the
relationship between service quality, customer satisfaction, and customer loyalty among Islamic
banking customers in Oman. The research design is descriptive and correlational, enabling the
assessment of statistical relationships between variables based on primary data.

Population and Sample

The target population for this study comprised individual customers who hold accounts in 7
different Islamic banks operating in Oman. A convenience sampling technique was employed
to recruit participants, given the accessibility and willingness of respondents to participate
online. The inclusion criteria required participants to be: i) Omani nationals or residents; ii)
account holders in any of the listed Islamic banks, iii) Aged 18 years or older.

Data were collected using a structured, self-administered questionnaire designed to assess
participants’ perceptions of service quality, satisfaction, and loyalty. The questionnaire was
distributed electronically through social media platforms such as WhatsApp, Twitter, and
Instagram to reach account holders of Islamic banks in Oman. Additionally, physical
distribution was carried out in and around selected branches for those willing to complete the
survey in person.

A total of 150 valid responses were collected from participants across the Sultanate. The sample
size aligns with recommendations for minimum sample sizes in regression and correlational
studies (Hair et al., 2010).

Majority (61.21%) of sample population having income of below 500 OR, followed by 26.72%
respondent in the range of 500-1000 OR, whereas 6.90% in the range of 1000-2000 OR and only
small portion of 5.17% in the range of 2000-3000 OR.

Instrument

The survey instrument was developed based on validated constructs from prior studies and
comprised four sections. The first section collected demographic information, including gender,
age, bank affiliation, length of relationship with the bank, and type of account. The second
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section measured service quality using dimensions from the CARTER model (Othman and
Owen, 2001) and Islamic values (Gayatri and Chew, 2013), such as compliance, assurance,
tangibility, empathy, responsiveness, honesty, modesty, and humaneness. Items were rated on
a 5-point Likert scale ranging from 1 (Strongly Disagree) to 5 (Strongly Agree). The third section
assessed customer satisfaction through four items adapted from established scales (e.g.,
Parasuraman et al., 1988), capturing the customer’s overall satisfaction with their Islamic bank.
The fourth section focused on customer loyalty, measured using four items reflecting behavioral
intentions such as repeat usage and recommendation to others. The questionnaire was pre-
tested with a small group of 10 participants to ensure clarity and reliability prior to full
distribution.

Data Analysis

Data were analyzed using SPSS Statistics version 26, employing several statistical techniques.
Descriptive statistics were used to summarize demographic characteristics, while reliability
analysis using Cronbach’s alpha assessed the internal consistency of the scales. Correlation
analysis explored the relationships between service quality, customer satisfaction, and customer
loyalty. Multiple regression analysis was conducted to test the research hypotheses and
evaluate the predictive power of service quality and customer satisfaction on loyalty. This
quantitative approach has been widely applied in previous studies within the Arab region (e.g.,
Ahmad et al., 2024; Bataineh and Rababah, 2016; Rababah et al., 2021, 2022; Rawashdeh et al.,
2022), ensuring both methodological consistency and academic rigor.

FINDINGS

Correlation analysis was conducted to examine the relationships between the variables. The
results showed a weak but significant positive relationship between service quality and
customer satisfaction (r = 0.213, p = 0.02), a moderate and significant positive relationship
between customer satisfaction and customer loyalty (r = 0.407, p = 0.001), and a weak, negative,
and insignificant relationship between service quality and customer loyalty (r =-0.018, p =0.8).

Table 1: Correlation Analysis (Pearson Correlation)

Variables r (Pearson correlation P-value (probability Value)
coefficient)

Service quality and 0.213 0.02

customer satisfaction

Customer satisfaction 0.407 0.001

and customer loyalty

Service quality and -0.018 0.8
customer loyalty
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All variables, except Service Quality, met or exceeded the minimum acceptable level of
reliability. The Service Quality construct reported a Cronbach’s Alpha of 0.700, which is right at
the threshold, indicating marginal acceptability. While some scholars suggest that values above
0.60 may be acceptable in certain contexts, particularly in early scale development (DeVellis,
2017).

Table 2: Internal Consistency Reliability (Cronbach Alpha)

Variables Cronbach Alpha
Service quality 0.700
Customer loyalty 0.799
Customer Satisfaction 0.816

Regression analysis revealed that service quality positively influences customer satisfaction,
supporting the hypothesis (3 = 0.214, p = 0.02). However, the hypothesis that service quality
promotes customer loyalty was not supported (f = -0.08, p = 0.847). Additionally, customer
satisfaction was found to have a positive and significant effect on customer loyalty, supporting
the corresponding hypothesis (3 = 0.407, p = 0.001).

Table 3: Results of Regression Analysis

Hypothesis and relationship Standard tvalue  pvalue Results
Co-efficient 3

H1: Service quality = client

. . 0.213 2.327 0.02 Supported
satisfaction
H2: Service quality - Client 008 0193 0.847 Not
loyalty supported
H3:
Customer satisfaction = 0.407 4.758 0.001 Supported

customer loyalty

DISCUSSION OF FINDINGS

The results indicate that improving service quality for Muslim consumers has a significant and
positive impact on their satisfaction. In other words, better and more efficient services lead to
greater satisfaction among Muslim customers of Islamic commercial banks. The findings also
show that service quality positively affects customer loyalty, suggesting that as service
efficiency improves, loyalty among Muslim customers increases as well.

Customer satisfaction was found to have a significant and positive impact on loyalty. As
customers become more satisfied with the services provided by Islamic banks, their loyalty
increases. Loyalty also strengthens when banks act honestly and follow profit-sharing
principles in line with Islamic law.

81



Al-Mamari et al. 2025 Sohar University Journal of Sustainable Business

The findings support Hypothesis 1, showing that better service quality leads to higher customer
satisfaction among Muslim consumers. Hypothesis 2 is also supported, indicating that
improved service quality positively affects customer loyalty from the perspective of Muslim
customers. These results align with earlier studies by Anand and Selvaraj (2012), Auka et al.
(2013), and Hassan et al. (2013).

Hypothesis 3 is confirmed as well, showing that higher satisfaction directly increases customer
loyalty. This is consistent with prior research by Thakur and Singh (2011) and Sachro and
Pudjiastuti (2013).

Finally, the study highlights that service quality also contributes to loyalty indirectly through its
effect on satisfaction, underscoring the importance of both direct and mediated pathways in
building customer loyalty.

IMPLICATIONS

The findings of this study offer valuable insights for managers and decision-makers in the
Islamic banking sector, particularly in Oman, where Islamic banks are striving to enhance their
market position amidst growing competition from conventional banks. The results underscore
the importance of service quality, customer satisfaction, and customer loyalty as interconnected
elements that significantly influence the performance and sustainability of Islamic financial
institutions.

Firstly, service quality has been found to have a significant positive impact on customer
satisfaction, highlighting the need for Islamic banks to focus on delivering services that align
with the expectations of Muslim customers. Managers should ensure that services are designed
and executed in accordance with Islamic values such as honesty, modesty, empathy, and Sharia
compliance. This not only meets religious expectations but also builds trust and long-term
relationships with clients. Training programs for bank employees should emphasize these
values, ensuring that they are reflected in every customer interaction.

Secondly, the study reveals that customer satisfaction partially mediates the relationship
between service quality and customer loyalty. This implies that improving service quality alone
is not sufficient; it must translate into higher levels of satisfaction to foster loyalty. Therefore,
bank managers should continuously monitor customer feedback and implement strategies
aimed at enhancing satisfaction. This includes streamlining processes, reducing bureaucratic
delays, offering personalized services, and ensuring transparency in transactions.

Thirdly, the research highlights that customer loyalty is strongly influenced by customer
satisfaction. This emphasizes the strategic importance of retaining satisfied customers, as loyal
customers are more likely to engage in repeat business, recommend the bank to others, and
remain with the institution over time. Islamic banks can build loyalty through consistent service
delivery, value-added benefits (e.g., ethical investment opportunities), and effective
communication of their unique selling points—especially their adherence to Islamic principles.
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Lastly, applying the service quality gap model (SERVQUAL) specifically tailored to Islamic
banking contexts can help identify discrepancies between customer expectations and actual
service delivery. Addressing these gaps will allow Islamic banks to close the distance between
what customers expect and what they experience, thereby strengthening customer satisfaction
and loyalty.

In conclusion, this study provides empirical support for the view that service quality
improvements lead to higher customer satisfaction and, ultimately, greater customer loyalty in
Islamic banks. For managers, this means investing in training, technology, process efficiency,
and customer-centric strategies—not only to meet current standards but to exceed them in ways
that resonate with Muslim consumers’ cultural and religious values. By doing so, Islamic banks
in Oman and similar markets can strengthen their competitiveness and contribute to the
sustainable growth of the Islamic finance industry.

LIMITATIONS AND RECOMMENDATIONS FOR FUTURE RESEARCH

This research has certain limitations in terms of the theoretical framework and methodology
used. First, the study is confined to regions within the Sultanate of Oman, focusing on the
perceptions of Omani customers. While this validates the Islamic service quality scale as an
effective tool for assessing service quality in this context, the generalizability of the findings
outside Oman remains limited. Second, the data were collected in a single phase from both
Islamic commercial banks and conventional banks offering Islamic products, which may affect
the distinctness of the findings for purely Islamic banking services.

The findings suggest that managers can better tailor their services to Muslim clients by
specifically measuring service quality within the Islamic banking context, particularly focusing
on Muslim consumer service quality. To bridge the gap between customer expectations and the
actual services delivered, bank managers must prioritize customer satisfaction when developing
and improving Muslim consumer service quality.

This study employed a quantitative approach for data collection. Future researchers are
encouraged to conduct in-depth qualitative studies, such as interviews, to gain richer insights
into customer perceptions and experiences. This approach has been successfully used in
previous studies in the Arab region (e.g., Rababah, 2012; 2014; Faudziah & Rababah, 2011;
Fadzil & Rababah, 2012; Nassar & Rababah, 2020).

Based on the study’s findings and conclusions, several recommendations can be made to
enhance service quality and customer loyalty in Islamic banks. First, Islamic banks should strive
to improve their services to meet or exceed customer expectations, ensuring that service
delivery aligns with the agreed-upon standards of quality and satisfaction. Given the strong
interconnection between service quality, customer satisfaction, and customer loyalty, banks
should place greater emphasis on strengthening these relationships as a strategic approach to
improving overall performance and customer retention. Particular attention should be given to
dimensions such as empathy and responsiveness, which are crucial in building trust and long-
term relationships with customers, while also maintaining high standards in other service
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quality aspects like reliability, assurance, and tangibles. Additionally, future research should
include comparative studies between conventional and Islamic banking services to better
understand the unique service quality factors that influence Muslim customer satisfaction and
loyalty. Furthermore, applying the service quality gap model to the Islamic banking sector in
Oman could provide valuable insights into areas where improvements are needed, especially
considering that Islamic banking is still relatively new in the region and requires further
exploration to support its growth and development.

CONCLUSION

The study’s findings highlight the significance of specific aspects of Muslim customer service
quality in enhancing the standard of services provided by Islamic banks. According to Muslim
customers, service dimensions grounded in Islamic values—such as adherence to Sharia,
humanism, honesty, humility, and trustworthiness —are especially important. If Islamic banks
in Oman are supported by human resources who possess a deep understanding of Islamic law
and its application in banking, the Muslim consumer market could represent a highly profitable
business opportunity.

Survey results also indicate that customer satisfaction acts as a mediator in the relationship
between service quality and customer loyalty. Both service quality and customer satisfaction
have a positive and significant impact on customer loyalty. The findings confirm that in the
financial services sector, particularly in Islamic banking, service quality and customer
satisfaction are key drivers of customer loyalty and retention.

Based on these results, it can be concluded that customer satisfaction plays a crucial role in
achieving customer loyalty. Service quality in Islamic banking emerges as the most important
factor influencing satisfaction. Therefore, the results of this study provide valuable guidance to
banking professionals, helping them focus on service quality and satisfaction-related factors
that enhance customer loyalty.

Marketing and branding managers may also use these insights to identify and strengthen
elements of their strategies that align with Islamic values, ultimately improving both customer
satisfaction and loyalty to their services.
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