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Abstract

Purpose: Based upon an extended SERVQUAL model, this paper attempts to
contribute to the Islamic banking literature by examining the impact of digitalization,
as a service quality dimension, on customer satisfaction.

Design/methodology/approach: Two dimensions, i.e., digitalization and
compliance, are added to the existing SERVQUAL model of five dimensions. Results
are drawn from a self-completed survey of a convenience sample of 145 Tunisian
Islamic bank customers for the year 2018. Factor analysis and regression analysis are
used to determine factor structure and determine the impact of service quality
dimensions, especially digitalization, on customer satisfaction in Islamic banking.

Findings: The factor analysis extracted five dimensions of service quality, i.e.,
confidence, compliance, digitalization, tangibles, and human skills. The paper
demonstrates a positive and significant relationship between the main dimensions of
customer service quality and customer satisfaction, except for tangibles.

Research limitations/implications: Although the outcomes lend support to the
extended SERVQUAL model, the results are derived based on a relatively average
sample size in one country (Tunisia). It might also be useful to enlarge the study
sample for better generalization of the findings in other countries and include a
comparison between Islamic versus conventional banking about service quality and
customer satisfaction. Moreover, we can applicate another original method for the
Measuring and Implementing Service Quality like the multicriteria method dubbed
(MUSA).

Managerial implications: To remain competitive, Tunisian Islamic banks need to
pay attention to the way the services are delivered and not take it for granted that
customers are only focusing on compliance. Dealing henceforth with Generation Y
customers, they must persevere in bringing their customer service into the digital
era.

Originality/value: This study is one of the few which tries to investigate the drivers
of customer satisfaction for Islamic banks in a Digital Era. It reveals that although
customers pay special attention to Sharia laws, the way services are delivered
matters to them too. From now on, digital banking must appear among the Islamic
bank features to stay relevant in the Digital Era.

Keywords: Service quality, SERVQUAL model, Customer satisfaction, Digital banking,
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Introduction
Across the globe, digital technologies are mushrooming in all areas, including the

banking sector (Ganguli & Roy, 2011). Especially, newly developed and imple-

mented technologies are changing people’s lifestyle and consumption habits which

impacts considerably the nature of companies-customers relationships. This is due

to the evolution of the expectations of today’s tech-savvy digital consumers who

are looking forward to the delivery of digital solutions by their banks (Sreejesh,

Anusree, & Mitra, 2016).

The digital transformation in the banking sector is likely to continue and further

ramp up given the specifics of the post-crisis market environment. Competing from

now on in the digital era, banks are called to greater integration of digital technologies

in response to market changes and customers’ needs. Moreover, they must persevere

into accumulating digital capabilities to take their customer service into the next level,

allowing so to enhance customer satisfaction rates and make higher profits (Reichheld

& Sasser Jr., 1990) at the same time as ensuring effective automation and related cost

efficiency (Alstad, 2002).

A dynamic segment that is emerging in the banking sector is Islamic banking. Thanks

to the relatively resilient performance of this sector during the most serious financial

crisis ever seen, Islamic finance has witnessed remarkable development around the

world. Nevertheless, this is not the case in North African countries. The factors that ac-

count for this underdevelopment were summarized by Wilson (2011) as follows: firstly,

the limited development of retail banking generally, second the lack of consumer

awareness about Islamic banking, and third, the low scale of government support. In

Tunisian banking, the Islamic banking sector remains embryonic and struggles to gain

market share (Boulila & Ben Slama, 2014). The current Islamic banking system com-

prises four Islamic banks. The first one is “Al Baraka Bank Tunisia” licensed to offer Is-

lamic banking as an offshore institution since 1983. The second is a regional office of

the United Arab Emirates (UAE)-based Islamic bank “Noor Islamic Bank” established

in June 2008. The third and the most expanded one is “Zitouna Bank” launched in May

2010 by the son in law of the deposed president. The last one is “El Wifak Bank”

launched in May 2017. However, there is a sustainable development scope for Islamic

banking given the relevant political changes in post-revolution Tunisia and the pres-

ence of market push (Gallup, 2014), and hence, Tunisian Islamic banks need to take ad-

vantage of opportunities associated with the development of the Islamic financial

landscape in Tunisia.

Although the whole notion of Islamic banking hints at the fulfillment of religious ob-

ligations of pious Muslim customers, Tunisian Islamic banks should not take it for

granted that customers are only focusing on compliance and must be more conscious

about the service quality evaluation according to customers’ expectations given the fact

that service quality is closely related to customer satisfaction in Islamic banking (Janahi

& Almubarak, 2017). Most banks are on the path to digital adoption to fulfill the ever-
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increasing needs of the digital generation; however, Islamic banking constitutes a par-

ticular banking segment to which conventional marketing rules do not necessarily apply

(Muslim, Zaidi, & Rodrigue, 2013).

So, does the digital transformation phenomenon have any impact on the major ser-

vice evaluation criteria for Tunisian Islamic banking? And what should be the potential

benefits of a customer service digitalization process concerning customer satisfaction in

Islamic banking?

The underpinning theme of this study is that the underlying religious philosophy of

Islamic finance can no longer be the only source of competitiveness, but that a market-

ing strategy of ongoing service quality improvement in light of market changes is even

more necessary for banks to remain competitive. Given the above, the elaboration of an

adapted measurement model of service quality with consideration for new consumption

habits seems to be more prominent than ever to enhance service offerings and meet

digital consumers’ expectations with the ultimate goal of reaching high levels of cus-

tomer satisfaction.

This paper looks at the importance of integrating digitization and compliance into

consumers’ satisfaction dimensions for the Islamic banking context. To do that, a re-

view of the literature is presented hereafter. The section that follows looks at the meth-

odology and reports on data collection, analysis, and results. The discussion of the

findings and subsequent implications are then provided. The final part of the paper

draws the concluding remarks and sums up the limitations of the study.

Literature review
Customer satisfaction and service quality

Customer satisfaction is what a consumer feels about a particular service or product

after it has been used (Solomon, 1996). It would be considered as one of the primary

strategic goals to which every organization shall pay particular attention (Dabholkar,

Thorpe, & Rentz, 1996). That is because almost all studies show a tight connection be-

tween customer satisfaction and repurchase intentions, positive word of mouth (Dis-

pensa, 1997), market reputation, and customer loyalty (Cronin & Taylor, 1992) leading

so to profit increase and cost reduction (Cooil, Keiningham, Aksoy, & Hsu, 2007;

Kumar & Reinartz, 2006). Now, the first thing that came in mind when dealing with

customer satisfaction is service quality since satisfaction is particularly sensitive to the

level of service quality provided by the organization. It is suggested that service quality

is an underlying determinant of customer satisfaction (Yavas, Bigin, & Shenwell, 1997);

hence, it is important for management to find a concise definition of service quality

and search for the most reliable assessment process to ensure high-quality service

offerings.

Service quality is defined by Gronroos (1983) as the fact of meeting what one com-

pany’s customers expect from its service offerings while it represents the gap which

may exist between what customers expected to get as service and service quality as per-

ceived by them (Parasuraman, Zeithaml, & Berry, 1988). Although providing a mean-

ingful measurement tool is essential for service quality management, it is often hard to

measure the quality of service due to certain inherent characteristics including hetero-

geneity, intangibility, perishability, and inseparability (Hoffman & Bateson, 2001).
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The increasing awareness about the key role of both the concepts of quality and satis-

faction in a constantly changing banking market have made of them the focus of a

multitude of studies Throughout the body of academic literature, scholars continually

refer to Parasuraman, Zeithaml, and Berry’s (1985, 1991); Parasuraman et al.’s (1988)

original work. Through numerous qualitative researches, these authors concluded that

customers provide a congruous evaluation of service quality regardless of the service

industry and then conceived a five-dimension measure scale of service quality and

provided concise definitions for each of these dimensions.

� Reliability: the ability to be trusted because of performing the promised with

precision

� Tangibles: the tangible aspects associated with the service like the appearance of

employees, physical facilities, and equipment

� Responsiveness: the willingness of staff to react to customers quickly and positively

� Assurance: the knowledge and courtesy of employees and their ability to convey

trust, faith, and confidence among customers

� Empathy: the caring and individual attention provided for customers.

Careful empirical testing of the theorized service quality dimensions has led to the

recognition of a 22-item scale named SERVice QUAlity (SERVQUAL, Parasuraman

et al., 1991). The basic assumption underlying the SERVQUAL model is that service

quality is interpreted in terms of the gaps which may exist between what customers ex-

pected to get as service and service quality as perceived by them. Thus, a low-quality

service corresponds to that case in which customers’ expectations are greater than their

perceptions while exceeding expectations implies that service quality is deemed high.

Since its conception in 1988, SERVQUAL has gained high attention and has been ap-

plied in a multitude of service industries, including the banking industry (e.g., Veysel,

Erkan, & Hüseyin, 2018). Nevertheless, the model faced a wide criticism, mainly di-

rected at its conceptual appropriateness, its operationalization, and the ambiguity of the

expectations construct (Buttle, 1996). Moreover, empirical evidence does not support

the dimensional stability of SERVQUAL, the five-dimensional concept of service quality

does not hold up when the research is replicated in different contexts (Babakus & Bol-

ler, 1992), and the 22 defined items do not load on to the corresponding dimensions

regularly (e.g., Carman, 1990). Consequently, there may not be a relevant and universal

measure of service quality for service industries. Indeed, the relative importance of

these dimensions differs from one country to another as well as the demographic char-

acteristics and cultural background of customers. Despite these criticisms, it is recog-

nized that the SERVQUAL measurement tool represents a generic instrument that

enables a meaningful assessment for service quality in terms of assurance, reliability,

tangibles, empathy, and responsiveness (Saleem, Zahra, Ahmad, & Ismail, 2016).

Customer satisfaction and service quality in Islamic banking

Service quality is more likely to gain weight in the banking industry given the con-

stantly changing banking environment. The highly competitive financial market is

pushing the banks, including Islamic banks, to constantly rethink their service offerings
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in light of the evolving customers’ expectations for service quality aspects. Together

with conventional banks, Islamic banks aim to meet customers’ banking needs. The

main difference between them is mere that Islamic banking conducts its operation

based on the principles and teachings of Islam known as Islamic law (Shariah).

Islamic banking transactions are carried out following the rules, regulations of Islamic

Shariah, known as fiqh muamalat (Islamic rules on transactions). There is no place for

interest receipts and payments, excessive uncertainty (gharar), gambling, speculations,

and illegitimate transactions in the Islamic financial system (Khan, 2010). It is a

complete set of the financial framework based on discipline and promotes the level of

fairness and equity in the carrying out of the banking business. However, Profits and

Loss Sharing (PLS) remains the feature most emphasized by Islamic banking advocates

(Zaher & Hassan, 2001). The ban of interest-based financial transactions in Islamic reli-

gion and the aspiration of pious Muslims to making a practical reality of their religious

values has made from Islamic banking a key player in global financial circles over the

past four decades.

Customer service is a major organizational process that companies should optimize

to enhance customer satisfaction rates, reach a wider market, and increase earnings

(Jahanshahi, Gashti, Mirdamadi, Nawaser, & Khaksar, 2011). So, roughly speaking, a

large number of the studies analyzing the relationship between service quality and cus-

tomer satisfaction within Islamic banking have adopted the original SERVQUAL tool as

it was conceived by its authors and some of them have used an adjusted version of it.

Abdullah and Kassim (2009) explored the dimensional structure of banking services of-

fered by Qatari Islamic banks.

They defined a set of four quality dimensions that are tangibles, human skills, online

banking, and empathy. However, they noted that only two dimensions that are empathy

and human skills were significant when examining customer satisfaction. Al-Tamimi

and Al-Amiri (2003) studied the service quality pattern of UAE Islamic banks else.

One of the contributions of the study is the confirmation of the validity of

SERVQUAL for Islamic banks, at least for their sample. They also realized that

empathy and tangibles were the most important dimensions. In another distinct-

ive study, Amin and Isa (2008) focused on the association between service quality

as perceived by Malaysian customers and their satisfaction level with Islamic

banks using an adjusted SERVQUAL model consisting of six dimensions. They

added a new dimension under service quality dimensions which they called “com-

pliance” given the foundation philosophy underlying Islamic banking. In conclu-

sion, the researchers suggested that that the standard pattern of Islamic banking

service quality should consist of the six dimensions and that the quality of Is-

lamic banks service offerings was correlated with their customers’ satisfaction

scores. Furthermore, it is important to highlight the exceptional work of Owen

and Othman (2001) who suggested a new service quality assessment tool for Is-

lamic banks which they called CARTER (Compliance, Assurance, Reliability, Tan-

gibles, Empathy, Responsiveness). The novel set of service quality was defined

based on a customized Parasuraman et al.’s (1985, 1988, 1991) five dimensions to

suit Islamic banking industry specificities. Yet, a new dimension named “Compli-

ance with Islamic law” had to be included in the existent five-dimensional con-

cept that refers to the ability of the Islamic bank to fulfill with Islamic law and
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operate under the Islamic banking principles. This dimension includes such items

as “Run on Islamic law and principles,” “no interest rates are applicable for nei-

ther loans nor savings,” “provision of Islamic products and services,” “provision of

free interest loans,” and “provision of PLS-based products.” The study of Owen

and Othman has probably some uniqueness despite the handicap of the model’s

validity (Hafsa, 2013). The problem derives mainly from the sample which took

part in this study because it had to represent the clients of only one bank. Later

on, some researchers like Osman, Ali, Zainuddin, Rashid, and Jusoff (2009) and

Janahi and Almubarak (2017) opted for the testing of the CARTER’s validity in

different Islamic banks from other regions.

Customer satisfaction and service quality in the digital era

Over time, and due to the digital revolution, society is being confronted with an unpre-

cedented shift away from an industrial to a digital orientation. A new customer gener-

ation who grew with Internet democratization is more prone to technological

developments. Consequently, the digital transformation has become an obligation

rather than a choice for today’s organizations, banks are not excepted given the break-

through development in fintech solutions. Financial technology, often shortened to

Fintech, has become a widely used term today which refers to the adoption of new

technologies by the financial service institutions, especially banking institutions. How-

ever, by further examining the history of banking activity development, it appears that

this is not a brand-new concept. The banking sector is seen as the vanguard sector of

the fintech-based service revolution (Barras, 1990) so that the banking landscape has

witnessed the development of a multitude of fintech innovations that includes

Electronic Fund Transfer at the Point of Sale (EFTPOS), Automated Teller Machine

(ATM), Internet banking, and mobile banking. Owing to ever-increasing competition

within banking services, banks have embarked on the development of technology-

driven strategies since empowering customers with technology-based service delivery

systems generates cost-savings and improves operational efficiency (Alstad, 2002) and

should boost customer satisfaction level, allowing to strengthen customer retention and

generate further revenues (Reichheld & Sasser Jr., 1990).

With more widespread internet penetration and mobile devices especially smartphones,

the innovations became more intense from the 2000s onward which may be the starting

point for the digital revolution. There is often a great difference between the era of the

internet during the 1990s and the digital era at present. Digital has been dramatically re-

shaping the habits and preferences of consumers, whose lives are more and more involved

with digital innovation, leading to a profound impact on the banking industry (Ganguli &

Roy, 2011). Nevertheless, the impact is not all negative for traditional banks. There are still

considerable customer segments showing a preference for brick and mortar experience.

However, over time, banks may face a considerable reduction in their customer base when

digital natives, who have been immersed in technology their entire lives (Prensky, 2001),

form the majority of the population unless the banking sector embraces digital transform-

ation. That seems to be more relevant as previous studies show that differences do exist

in acceptance and usage levels of technologies across customer segments depending on

their beliefs about technology (Dabholker, 1996).
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Digitalization refers to the process in which the use of digital technology by an

organization is adopted or increased (Castells, 2009). Regarding banking, that means

acquiring technology-centric capabilities that enable new methods of interaction and

service delivery to improve customer’s experience. Owing to the technological evolution

in the banking sector, we will probably witness another revolution in banks’ marketing

strategies (Dootson, Beatson, & Drennan, 2016). Although digital banking is technology

related, it is service-oriented and designed around the needs of digital natives that grew

up with computers as a daily part of their lives and that are living in a broadly intercon-

nected world. To reach a younger and more digitally savvy customer base, marketing

efforts should hinge revolve around the offering of personalized services and digitally

empowered experiences to enhance customer satisfaction since the latter is widely

assumed and assessed to determine repeat sales, positive word of mouth recommenda-

tions, and mostly customer loyalty (Bearden & Teel, 1983).

In most of the previously undertaken studies, it was suggested that service quality

dimensions are the determinant criteria that influence the customers’ decision over the

choices in the banking selection. Nevertheless, Islamic banking constitutes a particular

segment in which the traditional rules of marketing in the banking industry may not

apply due to religious-based reasons. Religion is considered to be the most important

bank selection factor (Metawa & Almossawi, 1998). However, the evidence did not bear

out the claim that Islamic banking reflects Islamic values, previous studies found that

the selection of Islamic banks is not founded solely on the customers’ religious beliefs

(Dusuki & Abdullah, 2006). Therefore, Islamic banks must persevere in working on the

demand of, or response to its customers’ needs and wants because it is obvious these

factors that develop their perception of quality. The latte, however, is strongly influ-

enced by customers’ demographic characteristics (Urban & Pratt, 2000), the develop-

ment of a valid and distinct measure of service quality is even more vital to address

customer needs in an increasingly digital world. Customers are already ahead of many

banks in how they use digital technology to manage their financial lives, in fact, accord-

ing to Ernst and Young (2016), 81% of Gulf Cooperation Council (GCC) Islamic bank-

ing customers are expected to be ready to switch to the bank offering a greater digital

experience. This shift towards digital banking means that banks’ marketing manage-

ment model is changing, making it crucial for Islamic banks to understand the impact

of digital banking on customer satisfaction. Previous research has focused on the rela-

tionship that may exist between customer satisfaction and e-service quality within the

banking sector (e.g., Isaac, 2011) and the factors influencing customers’ acceptance of

e-banking (e.g., Martins, Oliveira, & Popovic, 2014), but digital banking should not be

treated as a separate dimension among those which define and shape the service quality

concept as pursued in this paper. Digital banking should not only be considered as a

kind of service but also as a new feature that must exist among the essential features a

bank must acquire.

In brief, overall satisfaction with a service arises from a complex and multidimen-

sional process. Thus, developing service marketing theory requires an understanding of

customers’ needs to translate these into the delivery of services matching those needs.

The research conducted by Parasuraman et al. (1985, 1988, 1991) claimed that the

developed theoretical model will successfully act as a basic template for the assessment

of service quality. Nonetheless, this research was conducted 30 years ago. Thus, what
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may have constituted as significant previously may not be entirely relevant to today’s

customers.

Based on the explanations mentioned above and like several studies that have used

an adjusted version by integrating compliance (Amin & Isa, 2008; Owen & Othman,

2001) or online banking (Abdullah & Kassim, 2009), this study adopts an adjusted

SERVQUAL model applicable to the Islamic banking sector as an instrument to meas-

ure customers’ satisfaction. Indeed, the original version of Parasuraman et al. (1985,

1988, 1991) also considers two additional dimensions.

The first one, named “compliance,” refers to the ability of the Islamic bank to comply

with the rules and regulations of Islamic Shariah and operate under Islamic banking

principles. According to Owen and Othman (2001), this dimension is the most import-

ant when assessing customer satisfaction of Islamic banks. In this context, several stud-

ies (Janahi & Almubarak, 2017; Osman et al., 2009) confirm that this new dimension is

essential in the study of the relationship between service quality and the level of cus-

tomer satisfaction of Islamic banks.

The second one, called “digitalization” refers to the extent to which Islamic banks are

embracing digital transformation. This factor is defined by variables such as the

provision of online services, whether the bank offers electronic payment solutions,

whether it is active in social media, and whether it provides mobile banking services

and apps. Several authors (Abdullah & Kassim, 2009; Isaac, 2011; Martins et al., 2014)

show that the decision-making process for customers has changed with the prolifera-

tion of digital technologies and mobile phone devices. Competing in the digital age, Is-

lamic banks must also take the real “digital train.” They must therefore not only meet

the religious needs of the Muslim community but above all understand the environ-

ment of their future customers and exploit technological advances to meet the ever-

growing needs of the digital generation and create an atmosphere where they represent

the bank “Most admired” that young people want to work with.

Method
Measurement instrument

A self-reporting questionnaire was designed to take account of previous research. The

instrument contains three sections. The first section was designed to elicit demographic

information of Tunisian Islamic banking customers. In the second one, the theoretical

service quality dimensions as advanced by Parasuraman et al. (1988) were adjusted by

integrating simultaneously two additional dimensions, compliance, and digitalization, to

suit the research context. The original items were translated to French since this lan-

guage is the most used in the business industry in Tunisia. A pre-test was then con-

ducted with some Tunisian Islamic banks’ customers, and minor modifications were

made accordingly to ensure that the questions were not repetitive. A total of 28 items

are used to capture respondent views about service quality. Moreover, the paper had to

deal only with service quality perception to be more effective (Dabholkar et al., 1996).

Respondents were invited to rate their answers on a five-Likert scale to improve

response rate and avoid respondent fatigue (Herington & Weaven, 2009). They were re-

quired to point out the level of service quality comprising of seven constructs with vari-

ous statements ranging from strongly dissatisfied to strongly satisfy. The scale was
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taken from existing research of Naser, Jamal, and Al-Khatib (1999) and Akhtar, Hunjra,

Syed Waqar Akbar, Ur-Rehman, and Niazi (2011) to measure satisfaction level of em-

ployees regarding the service quality provided by bank. Through the latter section,

overall satisfaction is measured using a four-item measure identified based on previous

studies (Manrai & Manrai, 2007; Munusamy, Chelliah, & Hor, 2010; Owen & Othman,

2001). To ensure the validity of this research study, the respondents were required to

respond to each question. SPSS was used for recording and statistical analysis part and

linear regression was used to test the model (Akhtar et al., 2011; Fakhfakh, Zouari, &

Zouari-Hadiji, 2012; Zouari, 2008, 2011; Zouari-Hadiji, 2010).

Sampling and data collection

Data collection has been made based on an online questionnaire for the customers

of the two leading Islamic banks in Tunisia “Zitouna” and “Al Baraka.” The choice

of the Tunisian context is justified by the fact that households and firms are

increasingly interested in the services provided by Islamic banks especially after the

Revolution of 2011. So, it is very useful to study the reality of Tunisian Islamic

banks which have specificities compared to their counterparts in particular with

the promulgation of the new banking law of 2016 recognizing for the first-time

banks which apply Islamic law.

The sample which is composed of 145 respondents from all Tunisian governor-

ates was chosen using the convenience sampling technique1. Based on the general

guidelines by prior researchers on the sample size (Boomsma, 1985, Kerlinger,

1986 and MacCallum, Widaman, Zhang, and Hong (1999)2 and given the number

of items used in this study (28 items), our sample of 145 respondents therefore

meets the minimum requirements from the statistical perspective. We audited the

reliability of the survey results based on the Cronbach alpha coefficient. All ser-

vice quality dimensions, namely compliance, assurance, reliability, tangibles, em-

pathy, responsiveness, and digitalization showed high reliability (0.815, 0.826,

0.896, 0.835, 0.761, 0.899, and 0.825, respectively, See Table 1). Moreover, alpha

for the overall model had a high score (0.948). This result is obviously within the

range accepted by Nunnally and Bernstein (1994), indicating the measure was

robust.

Examination of demographic characteristics indicates that the percentage of male and

female respondents is almost equally distributed among the surveyed Islamic bank cus-

tomers (48% female, 52% male). The sample consisted mostly of young customers (83%

aged between 20 and 38) because they have greater access to technology, and they are

more likely to reflect digitally savvy customer needs.

1This is a non-probability sampling technique which implies that the sample was chosen for accessibility rea-
sons (Bryman & Bell, 2007).
2As the factor analysis method will be used for processing the data collected through the questionnaire, the
sample size must meet the requirements of said method. Researchers are far from unanimous on this point.
Indeed, some consider that the size of a sample must be greater than 100, that the size of 200 is considered
important, and that 50 represents a minimum threshold required (Boomsma, 1985). In general, the proposed
ratios range from an absolute minimum of 5: 1 (5 responses per item) to an absolute maximum of 10: 1
(Kerlinger, 1986). According to MacCallum et al. (1999), a size between 100 and 200 is recommended.
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Data analysis and results
Descriptive statistics

The descriptive statistics of the 28 service quality items as well as four customer satis-

faction measurement items are shown in Table 2. Overall, it seems that Tunisian Is-

lamic banking customers dare not fully satisfied with their banks’ services (mean =

3.44). Concerning service quality dimensions, Tunisian Islamic banks are found to be

performing best on “tangibles,” displaying a mean rating of 4.06. More importantly, the

“compliance” dimension exhibits the lowest mean rating (3.45). This would imply that

Islamic banking customers in Tunisia lack confidence that their banks are compliant

with Islamic banking principles.

Service quality measurement

Factor analysis was carried out to establish the factor structure of the service quality

model relative to the industry and service context under study. Bartlett’s test for spher-

icity was used to test the null hypothesis that the correlation matrix between the 28

items has an identity matrix. The null hypothesis was rejected (χ2 = 2917,128 df = 378,

p- value = 0.000, Table 3). In the Table 4, The Kaiser Meyer-Olkin measure of sam-

pling adequacy yielded a coefficient of 0.919 which is interpreted as marvelous (Kaiser,

1974). These two tests mean the items have adequate common variance and acceptable

factorability (Tabachnick & Fidell, 1996).

Thus, the 28 items were factor analyzed, producing five oblique factors to retain

given that they have eigenvalues greater than one (Kaiser, 1974). Oblique factors were

preferred because they rotate to simple structures and agree more with psychological

Table 2 Descriptive statistics

Variable Average mean

Compliance 3.45

Assurance 3.94

Reliability 3.66

Tangibles 4.06

Empathy 3.53

Responsiveness 3.61

Digitalization 3.54

Satisfaction 3.44

Table 1 Reliability test

Number of items Cronbach’s alpha

The overall model 28 0,948

Compliance dimension 4 0,815

Assurance dimension 4 0,826

Reliability dimension 5 0,896

Tangibles dimension 3 0,835

Empathy dimension 4 0,761

Responsiveness dimension 4 0,899

Digitalization dimension 4 0,825
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theory than do orthogonal factors (Kline, 2000). The five-factor solution accounted for

a combined 69.93 percent of the total variance (See Table 5). A total of 28 items were

loaded on the factors but two items had to be removed because their factor loadings

are less than 0.4 (Floyd & Widaman, 1995). The reliability of the factors was calculated

using Cronbach’s alpha. All five factors demonstrate reliability, with Cronbach’s alphas

all above the required 0.8 cut-offs (Hair, Anderson, & black, 1998). Factors extracted,

along with their labeling and analysis, are discussed hereafter. The first factor is labeled

“confidence” and it comprises items from the basic Parasuraman et al.’s (1988) scale re-

garding the two dimensions of assurance (items 5, 6, 7, and 8) and reliability (items 9,

10, 11, and 12). The “compliance” factor encompasses the need for confidence about

the compliance of Islamic banks with Shariah principles (items 1, 2, 3, and 4). We label

the third-factor “digitalization,” as these items pertain to the ability of the bank to offer

digitally empowered experience to its customers (items 25, 26, 27, and 28). Consistent

with Parasuraman et al. (1988), the fourth-factor “tangibles” refers to the quality of the

intangible aspects and visible attributes of the service (items 14, 15, and 16). The last

factor includes items of the responsiveness (items 21, 22, 23, and 24) and the empathy

(items 18, 19, and 20) dimensions as proposed by Parasuraman et al. (1988), accord-

ingly, we named it “human skills.”

Satisfaction

The Kaiser Meyer-Olkin measure of sampling adequacy yielded a coefficient of 0.797

which is interpreted as meritorious. The four items used to measure form a single fac-

tor accounting for 70.13 percent of the total variance. A Cronbach’s alpha of 0.841 es-

tablishes reliability for the measure (See Table 6).

Satisfaction is a cognitive evaluation, while loyalty is related to commitment (satisfac-

tion is a necessary but not sufficient condition to loyalty). We note that these four spe-

cific items cover both satisfaction and loyalty measures.

Regression analysis

To study the impact of the service quality factors (the five-factor scores as the inde-

pendent variables) on the satisfaction of Tunisian Islamic banking customers (the

dependent variable), multiple regression analysis was applied. The results of the mul-

tiple regression analysis are reported in Table 7.

The service quality dimensions accounted for a significant amount of variance in sat-

isfaction (R2 = 68.3, Fisher = 59.91, p value = 0.000). All service quality dimensions tend

to be highly correlated with satisfaction, except for tangibles.

The greatest influence on satisfaction is made by “Confidence” (ß = 0.376, t student =

4.850, p value = 0.00) and then “Human skills” (ß = 0.297, t student = 4.127, p value =

Table 3 Bartlett’s test

Bartlett’s test χ2 df p

2917,128 378 0.000

Table 4 KMO measure

Kaiser Meyer Olkin measure 0.919
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Table 5 Factors, factor loadings and reliabilities for quality construct

Extracted factors г σ2 Vp α Deleted items

Factor 1: confidence 45.48 11.49 0.923 I 13: Insisting on error-free
records

I 9: Keeping a promise to do something by a
certain time

0.767

I 5: The behavior of employees instilling
confidence in their customers

0.706

I 10: Showing sincere interest in solving a
customers’ problems

0.683

I 8: Employees having the knowledge to answer
customers’ questions

0.678

I 11: Performing the service correct for the first
time

0.669

I 12: Providing the service at the time the
service was promised

0.640

I 6: Customers feeling safe in their transactions 0.620

I 7: Employees being consistently courteous
with their customers

0.409

Factor 2: compliance 8.29 2.15 0.815

I 3: Provision of Islamic products and services 0.935

I 1: Runs in Islamic principles 0.851

I 2: No interest paid nor taken on savings and
loans

0.646

I 4: Provision of profit-sharing investment
products

0.507

Factor 3: digitalization 7.3 1.89 0.825

I 28: Provision of mobile banking services and
apps

0.819

I 25: Provision of online services 0.790

I 26: Offering electronic payment solutions 0.672

I 27: The bank is active on social platforms 0.494

Factor 4: tangibles 4.66 1.21 0.835

I 14: Modern looking equipment 0.801

I 15: Visually appealing physical facilities 0.663

I 16: Neat-appearing employees 0.570

Factor 5: Human skills 4.2 1.09 0.905 I 17: Employees giving customers
personal attention.

I 22: Employees are never being too busy to
respond to customers’ requests

0.643

I 23: Employees giving prompt service to
customers

0.560

I 20 Having the customers’ best interest at heart 0.550

I 18: Operating hours convenient to all their
customers

0.546

I 21: Employees always being willing to help
customers

0.530

I 24: Employees telling customers exactly what
services will be performed

0.506

I 19: The employees understanding the specific
needs of their customers

0.444

Note: Extraction method: minimum residuals MINRES. Rotation method: Oblique rotation
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0.00). Hence, the need for a positive personal interaction inspiring trust and engage-

ment is a significant predictor of customer satisfaction in Tunisian Islamic banking.

The next strongest contribution is made by “Compliance” (ß = 0.207, t student = 3.895,

p value = 0,00). Accordingly, running on Islamic law principles is of special interest to

Islamic banking customers. “Digitalization” is found to have the fourth strongest influ-

ence on satisfaction (ß = 0.190, t student = 3.414, p value = 0.001). Therefore, the re-

sults show that digitalization of Islamic banking is in the customers’ interest.

“Tangibles” makes the smallest contribution (ß = −0.029, t student = −0.485, p value =

0.628) which is not statistically significant. The results provide predictive validity for

the model, with examination of the t values indicating that “Human skills,” “Confi-

dence,” “Compliance,” and “Digitalization” contribute to prediction of satisfaction.

Discussion
In today’s digital era, Islamic bank managers need to understand what criteria are being

used by customers to evaluate their services as consumer behavior patterns are chan-

ging due to the current digital trend. The current research makes important contribu-

tions to the field of banking services by identifying the major service evaluation criteria

for Islamic banking by Tunisian Customers. The analysis of the 28 items expected to

assess the service quality in this study allows us to identify five dimensions of service

quality in the case of Tunisian Islamic banking. These dimensions are confidence

(reflecting reliability and assurance), compliance, digitalization, human skills (reflecting

empathy and responsiveness), and tangibles.

In the previous empirical studies, which employed the SERVQUAL instrument in

modified form, a wide variety of service quality structure has been revealed, the number

Table 6 Factors, factor loadings, and reliabilities for satisfaction construct

Extracted factor г σ² Vp α Deleted
Items

Satisfaction 70,
13

2,
80

0,
841

Did you recommend your bank to your friends and family members? 0,90

Your overall satisfaction with your bank's’ services? 0,
821

Did you have the intention to switch to another bank in the future? 0,
716

Did you have the intention to purchase other services or products from
your bank?

0,
665

Table 7 Relationships between service quality factors and satisfaction

Beta weights t student

Confidence 0.376*** 4.850

Human Skills 0.297*** 4.127

Compliance 0.207*** 3.895

Digitalization 0.190*** 3.414

Tangibles − 0.029 − 0.485

R2

adjusted R2

Fisher’s value

0.683
0.671
59.91***

Notes: Dependent variable: satisfaction. **Significant (p < 0.05); ***significant (p < 0.01)
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varying according to the examined service sector (Buttle, 1996). Consequently, keeping

in mind that the adjusted SERVQUAL instrument was used in a context (the Tunisian

Islamic banking sector) different from those investigated by Parasuraman et al. (1991),

it seems to be not surprising to identify a distinct standard for banking service quality

evaluation.

As expected, the findings of this study prove that providing the best service quality

may result in higher satisfaction levels among Tunisian Islamic banking customers.

This result goes online with previous research that stated that there was a strong link

between service quality and customer satisfaction in Islamic banking (Owen & Othman,

2001). Although Islamic banking customers are satisfied with the overall service quality

provided by their banks, it is not guaranteed that their customers do not switch to

other banks. Therefore, Islamic banks need to strengthen their customer relationship

management through the enhancement of customers’ trust in Shariah compliance. Our

results suggest that Islamic banking customers attach great importance to the compli-

ance dimension. The latter may determine the decision-making behavior of pious cus-

tomers on whether they will continue the relationship with Islamic banks (Hassan &

Lewis, 2007). Although Shariah compliance was well ranked as a determining factor, it

was not the most significant factor. This result is in line with those of Hayat and

Khuram (2011) who specified that the majority of Islamic banks customers value prod-

uct features and quality of service as major factors for making a selection of Islamic

banks at the expense of religious beliefs. Therefore, Islamic banks need to better exam-

ine the drivers of their market identity and must consider service quality as equally im-

portant to “Sharia compliance” in designing the marketing strategy of Islamic banking

services. The development of valid and distinct measures of service quality according to

the upcoming digital customer needs remains one of the most important aspects to

make customers, especially with the quick-spreading digital transformation all over the

world. Indeed, our results prove that digital banking is a major determinant when it

comes to overall customer satisfaction and that Generation Y displays a clear prefer-

ence for digital channels. That result was not surprising since customers’ intentions to

use technology are heavily influenced by their attitude towards technology (Gurjeet &

Sangeeta, 2013). Given the fact that Tunisia, and the world, by and large, are becoming

increasingly more digitalized, the ease of switching banks will increase customers’ ex-

pectations (Heffernan, 2005). The challenge for Islamic banks is to adapt their strategy

to match Millennials’ habits and behaviors who are looking for digital banking offerings

matching their lifestyle needs. Be that as it may, some considerations should be taken

into account when implementing digital banking. Convenience and security issues play

a crucial role (Anthony & Yamit, 2017; Mbama & Ezepue, 2018). By 2025, Josh (2014)

estimated that Generation Y would represent nearly half of the total active population

in the world. Hence, to remain competitive, Islamic banks must thrive to move away

from traditional banking to develop products and services that truly reflect the digital

transformation of today’s young customers’ demand. More importantly, the research

findings suggest that human-based service delivery is the most relevant customer satis-

faction criteria most customers ever have. People still like human interaction and trust

people more than technology, even if customers are increasingly interacting with tech-

nology. This result goes online with Luiz and Smith (2000) who stated that “bank cus-

tomers’ attitudes towards the human provision of services and subsequent level of
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satisfaction will impact on bank switching more than when the same service delivery is

made through automation.” Better experiences are not exclusively about better technol-

ogy. The human resources factor also matters and customers are always in need for a

positive personal interaction inspiring trust and engagement (Jabnoun & Al-Tamimi,

2003). In other words, digital is not an end in itself, but it is serving as a means to reach

the organizational objectives of Islamic banks. Consequently, Islamic banks must lever-

age appropriate technology to develop new digitalized systems but most importantly

commit to a new engagement model that focuses on the human touch while matching

the customers’ level of expectation with the new systems. Finally, “tangibles” are found

to have the least impact upon satisfaction which is not significant. In our opinion, “tan-

gibles” are important, but automatically expected by Tunisian Islamic banks customers.

Islamic banking is a relatively recent phenomenon in Tunisia, and Islamic banks have

mostly new buildings and modern looking equipment. Thus, tangibles may constitute a

hygiene factor (Herzberg, 1982), so that it is considered by customers as an expected

requirement but leads to no dissatisfaction rather than satisfaction.

Conclusion and recommendations
A rich stream of literature in the areas of service quality and customer satisfaction

has evolved and reproduced over the past two decades. Nevertheless, such studies

in Tunisian Islamic banks remain scarce. In this age of digital transformation, Is-

lamic bank managers need to understand what criteria are being used by customers

to evaluate their services. This paper highlights the importance of the service

quality-adjusted pattern and its potential impact on customer satisfaction of Tunis-

ian Islamic banks. The study proposed that the SERVQUAL dimensions would rep-

licate in the Islamic banking industry but with certain modifications given the

foundation philosophy underlying this banking sector. Most importantly, the re-

search proposed that digitalization is an essential determinant of service quality

and overall customer satisfaction for today’s digital customers. The findings reveal

that Islamic banks need to pay attention to the way the services are delivered and

not take it for granted that customers are only focusing on compliance. To remain

competitive, Islamic banks must update their service quality set to align with the

upcoming digital customer needs. However, it is important not to neglect the core

role of human-based service delivery in driving engagement, loyalty, and customer

satisfaction.

Limitations and future research
First, further research should be considered to gather more information regarding

the impact of the digital transformation on the evaluation of service quality and

customers’ satisfaction by Islamic vs conventional banks. Second, the study utilized

an average convenience sample instead of a random sample. Therefore, it is sug-

gested to enlarge the sample size for better generalization of the findings in other

countries. Moreover, although the web-based survey approach has enabled the re-

search to prevent respondents from submitting incomplete questionnaires, which is

an advantage, any study based on a predesigned questionnaire suffers from the

limitation of dishonesty and differences in understanding and interpretation. Third,

although tests for reliability and validity provide initial support for the adopted
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measures, there remains a possibility that not all service quality dimensions are

captured. Thus, qualitative interviews with customers are recommended to explore

any other aspects that may contribute to the development of a more meaningful

measurement of service quality. Fourthly, another limitation concerns the strong

assumption adopted for the transformation of Likert scales which give ordinal data

into a cardinal scale in order to quantify customer satisfaction. Finally, and to test

our model, we can future studies can applicate another original method for Meas-

uring and Implementing Service Quality like the multicriteria method dubbed

MUSA (MUlticriteria Satisfaction Analysis)3.
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