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 The purpose of this study is to investigate the impact that Sharia 

Product Innovation and Service Digitalization have on the level of 

customer satisfaction and loyalty in Islamic banks located in West Java. 

Through the use of a structured survey and a quantitative research 

methodology, data were collected from 230 respondents. The replies 

were evaluated using a Likert scale with five points. The postulated 

hypotheses were put to the test through the utilization of Structural 

Equation Modeling (SEM) in conjunction with Partial Least Squares 

(PLS) in carrying out the analysis. Both Sharia Product Innovation and 

Service Digitalization have been found to considerably improve 

customer satisfaction, which in turn has a beneficial influence on 

customer loyalty, according to the studies. Although product 

innovation has a more significant impact on customer happiness, both 

of these criteria make a significant contribution to customer loyalty. A 

crucial mediator in the relationship between these characteristics and 

loyalty is customer satisfaction, which plays an important role in the 

relationship. The report offers Islamic banks that are looking to boost 

customer engagement and retention through innovation and digital 

service advancements. The study gives practical insights that can be 

used by Islamic banks.  
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1. INTRODUCTION  

The Islamic banking industry in 

Indonesia, especially in West Java, has seen 

significant growth due to increased consumer 

interest in Sharia-compliant financial 

products, driven by the need for product 

innovation and the rise of digital technology. 

Sharia product innovation is crucial for 

Islamic banks to meet modern financial 

demands while adhering to Islamic 

principles, supported by public awareness 

and government regulations [1]. Platforms 

like danasyariah.id showcase the potential of 

Sharia-compliant contracts, such as 

murabahah and wakalah bil Ujrah, for 

innovative financial products like property 
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financing [2]. The digital financial ecosystem 

in Indonesia is also expanding, with Islamic 

banks leveraging technology to improve 

service quality and e-loyalty, as seen with 

Bank Jago Syariah [3]. However, challenges 

such as low financial literacy and 

misconceptions about Sharia fintech persist, 

highlighting the need for education 

campaigns to boost adoption [1]. The large 

Muslim population in Indonesia presents an 

opportunity for Islamic banks to expand, but 

addressing varying customer perceptions, 

particularly among students, through 

education and marketing is essential for 

further growth [4]. 

The integration of Sharia product 

innovation and digitalization in Islamic 

banking is crucial for enhancing competitive 

advantage by improving operational 

efficiency and catering to a tech-savvy 

customer base. Digital financial technologies 

such as blockchain, AI, and big data analytics 

have transformed Islamic financial 

institutions by boosting efficiency, customer 

experience, and regulatory compliance, while 

addressing Sharia compliance and 

cybersecurity challenges [5]. The rise of the 

Islamic digital economy, driven by 

technological advancements, presents new 

opportunities for halal digital entrepreneurs 

[6]. Digitalization directly impacts customer 

satisfaction and loyalty, with studies showing 

that service quality and Sharia compliance 

significantly enhance e-loyalty, while 

promotional efforts play a lesser role [3]. 

Moreover, the integration of digital banking 

services partially affects customer satisfaction 

and innovation, highlighting digitalization as 

a key driver of satisfaction in Islamic banks 

[7]. Leading Islamic banks have adopted 

strategic digital transformation plans, 

focusing on digital leadership, innovation, 

and the application of transformative 

technologies to maintain a competitive edge 

[8]. 

In a climate where there is a lot of 

competition in the banking industry, it is 

essential for Islamic banks to maintain 

satisfaction and loyalty among their 

customers. Trust and contentment are 

inextricably intertwined, with trust serving as 

a mediator between the relationship between 

satisfaction and loyalty. As a result, trust is an 

essential component in the process of 

cultivating long-term loyalty [9], [10]. High 

service quality is a primary driver of customer 

satisfaction and loyalty [11], [12]. While 

digitalization enhances customer satisfaction, 

its impact on loyalty is not always direct, 

indicating the need for complementary 

loyalty strategies [10]. Islamic values and 

product excellence can influence satisfaction 

and loyalty, but their impact on loyalty is 

stronger when mediated by satisfaction [11]. 

Additionally, a strong corporate image and 

active customer engagement are vital for 

maintaining a loyal customer base [12]. 

Therefore, understanding the relationship 

between Sharia product innovation, service 

digitalization, and customer loyalty is crucial 

for the continued development of Islamic 

banks in West Java. Within the context of 

Islamic banks in West Java, the purpose of this 

study is to investigate the influence that 

Sharia product innovation and service 

digitization have on customer satisfaction and 

relationship loyalty. 

 

2. LITERATURE REVIEW  

2.1 Sharia Product Innovation 

Sharia product innovation 

involves developing and 

introducing new financial 

products that comply with 

Islamic law while addressing the 

evolving needs of modern 

banking customers [9]. Islamic 

banks distinguish themselves 

from conventional banks by 

offering Sharia-compliant 

products, such as Murabaha 

(cost-plus financing), Ijarah 

(leasing), and Musharakah 

(profit-sharing), which cater to 

customers seeking ethical and 

religiously appropriate financial 

solutions [10]. Sharia product 

innovation is essential for 

increasing customer satisfaction, 
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attracting new clients, and 

enhancing loyalty among 

existing customers [11], [12]. The 

growing demand for innovative, 

Sharia-compliant products 

presents an opportunity for 

Islamic banks to strengthen their 

competitive position by 

providing value through ethical 

financial solutions [13]. 

2.2 Service Digitalization 

Service digitalization in 

Islamic banking is a 

transformative strategy that 

enhances customer satisfaction 

by improving convenience, 

speed, and accessibility, crucial 

for meeting the expectations of 

tech-savvy consumers and 

maintaining competitiveness. 

Digital banking services offer 

convenience, security, and 

personalization, significantly 

impacting customer satisfaction 

and loyalty [14], [15]. 

Additionally, digital 

transformation improves 

operational efficiency, allowing 

banks to streamline services and 

adapt to new market 

environments, thus retaining 

customers and maintaining a 

competitive edge [16], [17]. The 

integration of technologies like 

blockchain and AI ensures 

Sharia compliance while 

addressing challenges such as 

cybersecurity and the digital 

divide, broadening the appeal of 

Islamic banks [15]v. Addressing 

these challenges and investing in 

customer-centric digital 

strategies are key to the 

sustainable growth of digital 

banking services [15], [17], [18]. 

2.3 Customer Satisfaction 

Customer satisfaction in 

Islamic banking is influenced by 

factors such as service quality, 

product innovation, and 

digitalization. Digital banking 

services enhance satisfaction by 

providing convenience, security, 

and personalization, aligning 

with modern customer 

preferences for digital 

interactions [14]. Private banks 

often outperform public ones in 

responsiveness and innovation, 

both key to e-banking 

satisfaction. In Islamic banking, 

product innovation and service 

quality are crucial predictors of 

satisfaction, ensuring offerings 

are competitive and compliant 

with Islamic principles [19]. 

Trust mediates the relationship 

between satisfaction and loyalty, 

particularly when banks align 

with customers' religious values, 

with high intrinsic religiosity 

further boosting satisfaction, 

trust, and loyalty [9]. However, 

challenges persist, as seen in 

regions like Georgia, where 

banks often fail to prioritize 

client interests, underscoring the 

need for improved service 

quality to ensure long-term 

success [20]. 

2.4 Customer Loyalty 

Customer loyalty in Islamic 

banking is shaped by 

satisfaction, trust, adherence to 

Sharia principles, and the 

perceived value of products and 

services. Satisfaction, often 

stemming from service quality 

and product offerings, builds 

trust, which is essential for 

loyalty [9], [21]. Trust is further 

reinforced by the bank's 

adherence to Sharia principles, 

enhancing customer confidence 

and loyalty [9]. While 

satisfaction alone may not 

directly lead to loyalty, it plays a 

vital role in fostering trust, a key 

factor in loyalty [9]. 

Digitalization also boosts loyalty 
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by providing convenient, 

personalized, and efficient 

services, making it critical for 

customer retention [22], [23]. The 

quality of digital services, 

incorporating both functional 

and spiritual values, 

significantly impacts loyalty [24]. 

Additionally, innovation in 

Sharia-compliant products 

enhances perceived value and 

satisfaction, further 

strengthening customer loyalty 

[9], [22]. 

2.5 Theoretical Framework 

This study is grounded in the 

theory of planned behavior, 

which posits that an individual's 

actions are influenced by their 

attitudes, subjective norms, and 

perceived behavioral control. 

This theory is the foundation of 

this research. In the context of 

this study, customer satisfaction 

and loyalty can be seen as 

behaviors influenced by the 

attitudes customers have 

towards Sharia product 

innovation and digital services. 

Customers who perceive that 

these innovations enhance their 

banking experience are more 

likely to be satisfied and loyal to 

their bank. The model developed 

for this research posits that 

Sharia product innovation and 

service digitalization have direct 

effects on customer satisfaction, 

which in turn influences 

customer loyalty. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Conceptual Framework 

3. METHODS 

3.1 Research Design 

The research employs a quantitative 

design, facilitating the measurement and 

analysis of variable correlations through 

statistical methods. It is appropriate to use 

this approach in order to test the hypotheses 

that have been provided and to determine the 

significance of the effects that Sharia product 

innovation and service digitalization have on 

customer happiness and loyalty. For the 

purpose of gathering information from 
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consumers of Islamic banks in West Java, a 

survey with a cross-sectional design was 

carried out. A Likert scale was used to 

quantify the respondents' perceptions, and 

the data were analyzed using structural 

equation modeling with principal 

components in order to investigate the 

correlations between the variables. 

3.2 Population and Sample 

This study involves participants who 

are customers of Islamic banks in West Java. 

The determination of statistical power and the 

necessity for dependable data processing 

using SEM-PLS resulted in the selection of 230 

respondents as the sample size for the 

investigation. The sample size is adequate to 

guarantee trustworthy results, as SEM-PLS 

can proficiently accommodate tiny to 

medium-sized samples [25]. The sampling 

technique used was purposive sampling, 

targeting respondents who are customers of 

Islamic banks and have experience with 

Sharia product innovations and digital 

banking services. 

3.3 Data Collection 

The 230 individuals who participated 

in the survey were given a structured 

questionnaire to fill out in order to obtain the 

data. The questionnaire was developed with 

the purpose of eliciting responses from 

respondents regarding their perspective on 

Sharia product innovation, service 

digitalization, customer satisfaction, and 

customer loyalty. The Likert scale utilized a 5-

point system for evaluating each 

questionnaire topic, where 1 represented 

"strongly disagree" and 5 denoted "strongly 

agree." Participation in the survey was 

mandated both in-person and online, so 

enhancing its accessibility to a broad 

audience. 

3.4 Data Analysis 

Structural Equation Modeling (SEM) 

with Partial Least Squares (PLS) version 3 was 

utilized in order to conduct the analysis of the 

data obtained from 230 respondents. This 

method is specifically designed for the 

purpose of testing complex models that 

involve multiple variable associations. The 

procedure started with the screening of the 

data to solve the issue of missing values by 

means of mean imputation and the 

elimination of outliers. The measuring model 

was subsequently assessed for reliability and 

validity. This encompassed convergent 

validity (assessed using AVE and factor 

loadings), discriminant validity (utilizing the 

Fornell-Larcker criterion), and internal 

consistency (measured with Cronbach's alpha 

and composite reliability, all deemed 

satisfactory above 0.70). Subsequent to the 

validation of the measurement model, the 

structural model was analyzed through path 

coefficients, t-values, and p-values to 

ascertain the significance of the correlations. 

The Goodness of Fit (GoF) index was 

employed to assess the overall model fit. The 

hypothesis was evaluated by analyzing the 

direct and indirect impacts of Sharia product 

innovation and service digitization on 

customer happiness and loyalty. The 

mediation study results indicated that 

customer satisfaction serves as a mediator in 

the relationship between the independent 

variables and customer loyalty. 

 

4. RESULTS AND DISCUSSION 

4.1 Demographic Profile of 

Respondents 

The demographic characteristics of 

the 230 respondents in this study, including 

gender, age, education level, occupation, and 

length of banking relationship with Islamic 

banks in West Java, provide important context 

for understanding the sample's diversity. The 

gender distribution is fairly balanced, with 

52.17% male and 47.83% female respondents. 

In terms of age, the largest group is 26-35 

years old (36.96%), indicating a significant 

presence of young adults who may prefer 

digital banking services. Education-wise, 

43.48% hold a Bachelor's degree, suggesting a 

well-educated sample that may have higher 

expectations of banking services. Occupation-

wise, nearly half of the respondents (47.83%) 

are private-sector employees, reflecting the 
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interest of working professionals in Islamic 

banking. Lastly, the length of banking 

relationships shows that 39.13% have been 

with their bank for 1-3 years, suggesting that 

most respondents have sufficient experience 

to provide informed feedback on the services 

and products offered. 

4.2 Measurement Model 

Discussion 

A number of important metrics, 

including factor loadings, Cronbach's alpha, 

composite reliability (CR), and average 

variance extracted (AVE), were utilized in 

order to assess the measurement model that 

was the subject of this investigation. The 

validity and reliability of the constructs may 

be evaluated with the assistance of these 

metrics, which also serve to guarantee that the 

measurement model is secure before moving 

on to test the structural model.  

Table 1. Measurement Model Assessment 

Variable Code 
Loading 

Factor 

Cronbach’s 

Alpha 

Composite 

Reliability 

Average Variant 

Extracted 

Sharia Product 

Innovation 

SPI.1 0.874 

0.929 0.950 0.825 
SPI.2 0.947 

SPI.3 0.920 

SPI.4 0.891 

Service Digitalization 

SDG.1 0.857 

0.894 0.927 0.760 
SDG.2 0.912 

SDG.3 0.886 

SDG.4 0.829 

Customer 

Satisfaction 

CSF.1 0.877 

0.922 0.939 0.719 

CSF.2 0.845 

CSF.3 0.857 

CSF.4 0.849 

CSF.5 0.840 

CSF.6 0.820 

Loyalty 

LOT.1 0.838 

0.890 0.919 0.695 

LOT.2 0.831 

LOT.3 0.819 

LOT.4 0.803 

LOT.5 0.876 

Source: Data Processing Results (2024) 

The examination of the components 

in this study demonstrates robust reliability 

and validity for Sharia Product Innovation 

(SPI), Service Digitalization (SDG), Customer 

Satisfaction (CSF), and Loyalty (LOT). The 

factor loadings for SPI vary from 0.874 to 

0.947, accompanied by a Cronbach's alpha of 

0.929, a composite reliability (CR) of 0.950, 

and an average variance extracted (AVE) of 

0.825, indicating that the construct is both 

well-represented and reliable. Likewise, SDG 

exhibits factor loadings ranging from 0.829 to 

0.912, a Cronbach's alpha of 0.894, a composite 

reliability (CR) of 0.927, and an average 

variance extracted (AVE) of 0.760, signifying 

robust measurement of service digitalization. 

CSF demonstrates loadings ranging from 

0.820 to 0.877, with a Cronbach’s alpha of 

0.922, a composite reliability (CR) of 0.939, 

and an average variance extracted (AVE) of 

0.719, substantiating its significant impact on 

loyalty. Finally, Loyalty (LOT) exhibits factor 

loadings ranging from 0.803 to 0.876, 

accompanied by a Cronbach's alpha of 0.890, 

a composite reliability (CR) of 0.919, and an 

average variance extracted (AVE) of 0.695, 

indicating that the construct is effectively 

quantified and signifies client retention and 

advocacy for Islamic banking services. 
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An essential component of the 

measurement model is known as discriminant 

validity, which serves to guarantee that the 

constructs that are being measured in the 

research are distinct from one another. It 

examines if the constructs are capturing 

elements of the phenomenon that are being 

researched that are unique or whether there is 

overlap between the conceptions. For the 

purpose of this investigation, discriminant 

validity was assessed by means of the Fornell-

Larcker criterion. This criterion stipulates that 

the square root of the Average Variance 

Extracted (AVE) for every construct ought to 

be higher than the correlations that exist 

between that construct and the other 

constructs in the model. 

Table 2. Discriminant Validity 

 Customer 

Satisfaction 
Loyalty 

Service 

Digitalization 

Sharia Product 

Innovation 

Customer Satisfaction 0.848    

Loyalty 0.555 0.834   

Service Digitalization 0.694 0.475 0.872  

Sharia Product Innovation 0.789 0.438 0.613 0.909 

Source: Data Processing Results (2024) 

 

The Fornell-Larcker criterion is 

satisfied for all constructs, as the square root 

of the AVE for each construct is greater than 

its correlations with other constructs. This 

confirms that the constructs in this study—

Customer Satisfaction, Loyalty, Service 

Digitalization, and Sharia Product 

Innovation—are distinct from one another 

and measure different dimensions of the 

customer experience in Islamic banking. 
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Figure 1. Model Results 

Source: Data Processed by Researchers, 2024 

4.3 Model Fit 

The model fit indicators assess the 

adequacy of the structural model in relation to 

the data. This study evaluates various critical 

model fit indices, including the Standardized 

Root Mean Square Residual (SRMR), d_ULS, 

d_G, Chi-Square, and the Normed Fit Index 

(NFI). These indices enable us to assess if the 

proposed model accurately represents the 

relationships among the variables. 

Table 3. Model Fit Results Test 
 Saturated Model Estimated Model 

SRMR 0.063 0.074 

d_ULS 0.763 1.042 

d_G 0.545 0.564 

Chi-Square 382.434 391.307 

NFI 0.825 0.821 

Source: Process Data Analysis (2024) 

Several significant statistics were 

employed to evaluate the model's fit. The 

Standardized Root Mean Square Residual 

(SRMR) values for the Saturated Model 

(0.063) and the Estimated Model (0.074) are 

both below the threshold of 0.08, signifying a 

satisfactory match between the model and the 

data. The d_ULS findings reveal a reduced 

discrepancy for the Saturated Model (0.763) 

relative to the Estimated Model (1.042), 

suggesting that the Saturated Model accounts 

for a greater degree of variance, but both 

models remain within acceptable limits. 

Considering that the d_G values for both the 

Saturated (0.545) and Estimated (0.564) 

models are rather low, it can be inferred that 

an acceptable correspondence has been 

attained. Despite the sensitivity of this metric 

to sample size, the Chi-Square values for the 

Saturated Model (382.434) and Estimated 

Model (391.307) are comparatively close, 

suggesting minimal discrepancy between the 

two. The Normed Fit Index (NFI) values for 

both the Saturated Model (0.825) and the 

Estimated Model (0.821) exceed 0.80, 

signifying a satisfactory fit. A minor decrease 

is observed from the Saturated Model to the 

Estimated Model; nonetheless, it remains 

within acceptable limits. 

Table 4. Coefficient Model  
R Square Q2 

Customer Satisfaction 0.693 0.688 

Source: Data Processing Results (2024) 

The R² values indicate the proportion 

of variance in the dependent variables 

explained by the independent variables, with 

Customer Satisfaction having an R² of 0.693, 

meaning that 69.3% of its variance is 

explained by Sharia Product Innovation and 

Service Digitalization. This high value 

suggests that these two factors are strong 

predictors of Customer Satisfaction, 

highlighting the importance of product 

innovation and digital service quality in 

shaping customer satisfaction. Loyalty has an 

R² of 0.460, meaning 46% of its variance is 

explained by Customer Satisfaction, Sharia 

Product Innovation, and Service 

Digitalization. Although this is lower than the 

R² for Customer Satisfaction, it still indicates 

that these factors play a substantial role in 

predicting customer loyalty, with Customer 

Satisfaction being the most significant driver. 

The Q² values assess the model's predictive 

relevance, with Customer Satisfaction 

showing a strong Q² of 0.688, confirming the 

model’s ability to predict future data points. 
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Loyalty has a Q² of 0.448, indicating good 

predictive relevance, though other factors 

beyond those in the model may also influence 

loyalty. 

4.4 Hypothesis Testing 

In the context of Islamic banks in 

West Java, the findings of the hypothesis 

testing that was conducted provide insights 

into the linkages that exist between Service 

Digitalization, Sharia Product Innovation, 

Customer Satisfaction, and Loyalty. The 

Original Sample (O), Sample Mean (M), 

Standard Deviation (STDEV), T-Statistics, and 

P-Values are the metrics that are utilized in 

the evaluation of each association. It is 

possible to determine whether the hypotheses 

are supported by the data and the degree to 

which the associations between the variables 

are strong with the assistance of these metrics. 

Table 5. Hypothesis Testing 

 Original 

Sample (O) 

Sample 

Mean (M) 

Standard 

Deviation 

(STDEV) 

T Statistics P Values 

Service Digitalization -> Customer 

Satisfaction 
0.337 0.335 0.076 4.410 0.000 

Service Digitalization -> Loyalty 0.331 0.340 0.103 2.803 0.001 

Sharia Product Innovation -> 

Customer Satisfaction 
0.582 0.587 0.075 7.770 0.000 

Sharia Product Innovation -> 

Loyalty 
0.335 0.236 0.116 2.024 0.004 

Source: Process Data Analysis (2024) 

The study's findings indicate that 

both Sharia Product Innovation and Service 

Digitalization significantly enhance customer 

happiness and loyalty. A statistically 

significant correlation exists between Service 

Digitalization and Customer Satisfaction, 

evidenced by a path coefficient of 0.337, a T-

statistic of 4.410, and a P-value of 0.000. This 

signifies that the relationship is supported by 

statistical evidence. The path coefficient for 

Service Digitalization is 0.331, the T-statistic is 

2.803, and the P-value is 0.001, signifying a 

positive impact on Loyalty. This illustrates the 

importance of Service Digitalization in 

fostering client loyalty. Sharia Product 

Innovation exerts a substantial positive 

influence on Customer Satisfaction, 

evidenced by a path coefficient of 0.582, a T-

statistic of 7.770, and a P-value of 0.000. This 

underscores its importance in enhancing 

contentment. Furthermore, Sharia Product 

Innovation exerts a favorable impact on 

Loyalty, evidenced by a path coefficient of 

0.335, a T-statistic of 2.024, and a P-value of 

0.004. These numbers suggest that while the 

effect is significant, it is not as robust as the 

other connections. The findings collectively 

support the notion that Sharia Product 

Innovation and Service Digitalization 

contribute to increased customer satisfaction 

and loyalty in Islamic financial institutions. 

Discussion 

The Impact of Sharia Product 

Innovation on Customer Satisfaction and 

Loyalty 

According to the findings of the 

study, there is a significant positive 

correlation between Sharia Product 

Innovation and Customer Satisfaction. This 

indicates that product innovation has a 

significant role in influencing the way 

customers perceive Islamic banks. This aligns 

with previous studies [9]–[12], which 

emphasize the importance of offering 

innovative, Sharia-compliant financial 

products to attract and retain customers. The 

high T-statistics further confirm the 

significance of this relationship, highlighting 

that customers value products that adhere to 

Islamic principles while meeting their 

financial needs. Consequently, Islamic banks 

that invest in product innovation are likely to 

enhance customer satisfaction and foster 
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loyalty. Although the relationship between 

Sharia Product Innovation and Customer 

Loyalty is also significant, it is weaker than its 

effect on satisfaction, suggesting that while 

innovation is important, factors such as trust, 

relationship management, and service quality 

are also necessary for securing long-term 

customer loyalty. 

The Impact of Service Digitalization 

on Customer Satisfaction and Loyalty 

The relationship between Service 

Digitalization and Customer Satisfaction is 

significant, with a moderate positive effect, 

highlighting the increasing importance of 

digital services in meeting the needs of tech-

savvy customers. Access to banking services 

via digital platforms, such as mobile apps and 

online banking, has become a crucial factor in 

driving customer satisfaction. The T-statistics 

confirm the strength of this relationship, 

indicating that enhancing digital service 

offerings can significantly boost satisfaction, 

aligning with [5], [14], [16], [18], [26] findings. 

Additionally, Service Digitalization has a 

direct positive effect on Customer Loyalty, 

showing that digital services not only 

improve satisfaction but also contribute to 

long-term retention. However, its effect on 

loyalty is slightly weaker than on satisfaction, 

suggesting that while digitalization is 

important, additional factors like 

personalized customer service are needed to 

deepen customer loyalty. 

Practical Implications for Islamic 

Banks in West Java 

The findings of this study offer 

practical implications for Islamic banks 

aiming to enhance customer satisfaction and 

loyalty. First, investing in Sharia Product 

Innovation is crucial, as continuously 

developing innovative financial products that 

meet customer needs while adhering to 

Islamic principles can significantly boost 

satisfaction and foster long-term loyalty. 

Second, prioritizing digital service 

enhancements is essential, as user-friendly, 

secure, and efficient digital platforms play a 

key role in improving customer experiences 

and retaining customers in the growing 

digital banking landscape. Third, focusing on 

customer satisfaction is vital, as it serves as a 

bridge between product innovation, service 

digitalization, and loyalty—satisfied 

customers are more likely to remain loyal and 

recommend the bank to others. Lastly, 

supplementing innovation with strong 

customer relationship management can 

further strengthen loyalty by building trust 

and providing personalized service. 

Theoretical Contributions 

Through the provision of empirical 

information on the significance of Sharia 

Product Innovation and Service Digitalization 

in the Islamic banking sector, this study 

makes a contribution to the current body of 

literature. This underlines the critical role that 

customer pleasure plays in moderating the 

relationship between the aforementioned 

criteria and customer loyalty. Additionally, 

the findings highlight the growing 

significance of digital services in impacting 

consumer views and behaviors in Islamic 

banking, which is a domain that has gotten 

less attention in previous studies. 

Limitations and Future Research 

This study provides significant 

information, although it has limits. The study 

is confined to Islamic banks in West Java, 

perhaps limiting the applicability of the 

results to other locations or nations. Future 

research may broaden the geographical scope 

of the study to encompass Islamic banks in 

other regions of Indonesia or internationally. 

Additionally, the study focuses on 

Sharia Product Innovation and Service 

Digitalization as key drivers of satisfaction 

and loyalty. Future research could explore 

other factors, such as trust, reputation, and 

customer engagement, which may also play a 

role in influencing customer loyalty in the 

Islamic banking sector. 

 

5. CONCLUSION 

The findings of this study shed light 

on the significant part that Sharia Product 

Innovation and Service Digitalization play in 
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determining the level of customer satisfaction 

and loyalty offered by Islamic financial 

institutions. The results show that innovative, 

Sharia-compliant products significantly 

enhance customer satisfaction, while digital 

services play a pivotal role in improving 

customer experiences. Both factors indirectly 

contribute to customer loyalty through their 

impact on satisfaction, emphasizing the need 

for Islamic banks to prioritize customer 

satisfaction as a key driver of loyalty. Banks 

that continuously innovate their product 

offerings and enhance their digital services 

are more likely to retain satisfied and loyal 

customers. The study also suggests that while 

digitalization and innovation are important, 

other factors such as trust and personalized 

service may further strengthen customer 

loyalty. The findings provide valuable 

insights for Islamic banks in West Java and 

offer a foundation for future research on 

customer loyalty in the broader Islamic 

banking industry.
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