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Abstract  
This study aims to examine the effect of customer trust, customer satisfaction, and institutional image 
on customer loyalty at BMT Istiqlal Pekalongan. The research addresses a gap in previous studies, 
which have rarely examined these variables simultaneously within the context of Islamic microfinance 
institutions. A quantitative explanatory researcch design was employed to analyze the causal 
relationships among variables. The study involved 100 active customers selected through purposive 
sampling. Data were collected using a structured questionnaire with a five-point Likert scale and 
analyzed using Structural Equation Modeling based on Partial Least Squares (SEM-PLS) with 
SmartPLS 4. The measurement model evaluation confirmed that all indicators met the criteria for 
convergent validity and reliability. The structural model results indicate that customer trust, customer 
satisfaction, and institutional image have positive and significant effects on customer loyalty. Customer 
trust emerged as the most dominant variable influencing loyalty, followed by customer satisfaction and 
institutional image. The coefficient of determination (R² = 0.516) shows that the three independent 
variables explain 51.6% of the variance in customer loyalty. These findings highlight the importance of 
strengthening trust-based relationships, enhancing service quality, and maintaining a positive 
institutional image to foster sustainable customer loyalty in Islamic microfinance institutions. 
Keywords: Customer Trust, Customer Satisfaction, Institutional Image, Customer Loyalty, 

Islamic Microfinance Institution 
 
1. Introduction 
The growth of Islamic financial institutions in Indonesia over the past two decades has shown 
significant dynamics, both in terms of the number of institutions and the increase in assets and 
service networks. Data on the development of Baitul Maal Wat Tamwil (BMT) during the 
2014–2019 period indicate an increase in the number of BMT units from around 4,000 in 2014 
to approximately 4,500 in 2018, spread across almost all regions of Indonesia, particularly in 
areas with large Muslim populations (Sihombing et al., 2024). This phenomenon confirms that 
public demand for financial services based on Islamic principles continues to grow. In line with 
this, the institutional development of Islamic banking and non-bank Islamic financial 
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institutions has also shown an upward trend in terms of assets, offices, and institutions, 
indicating that the Islamic finance industry in Indonesia is becoming increasingly competitive 
(Kuswandarini & Annisa, 2021). Furthermore, BMT, as part of KSPPS, has proven to develop 
into an important microfinance institution, not only in terms of financial performance but also 
in reaching MSMEs and low-income communities, and it is relatively resilient to external 
economic shocks. (Susiyanti & Setyawan, 2022).  
In the context of increasingly intense competition, customer loyalty has become a strategic 
issue for the sustainability of Islamic financial institutions, including BMT. Loyalty is not only 
related to repeat purchase decisions, but also reflects customers’ long-term commitment to 
continue using the products and services of a particular financial institution. Several studies, 
such as those conducted by Azizah & Udayana (2023) and Baidah & Irda (2024), indicate that 
trust and satisfaction have a significant effect on the loyalty of Islamic bank customers. These 
findings are further supported by Ningsih (2021), who states that image, trust, and satisfaction 
have a positive and significant influence on customer loyalty in Islamic financial institutions, 
with trust being the most dominant variable. This suggests that customer loyalty in Islamic 
financial institutions is shaped by a combination of interrelated psychological and perceptual 
factors. 
Customer trust serves as the primary foundation in the relationship between Islamic financial 
institutions and their clients (Sholochin & Solekah, 2024). In the context of financial services, 
trust develops when customers believe that the institution can fulfill its promises, uphold its 
responsibilities, and consistently adhere to Islamic principles. Dewi et al. (2024) found that 
customer trust has a positive, significant impact on loyalty in the Islamic microfinance sector. 
A high level of trust fosters long-term relationships and reduces the likelihood of customer 
defections. Therefore, in a competitive environment, trust becomes a strategic social asset for 
BMT in retaining its customers. 
In addition to trust, customer satisfaction is also a key determinant in building loyalty. 
Conceptually, satisfaction represents an evaluation of the alignment between customer 
expectations and the perceived performance of services. When perceived performance meets 
or exceeds expectations, customers experience satisfaction, which can encourage loyalty. 
However, in highly competitive markets, satisfaction alone may not be sufficient to sustain 
loyalty without being supported by a strong institutional image and continuous engagement 
with customers (Kotler & Armstrong, 2019). Previous studies also emphasize that a positive 
corporate image significantly influences both trust and customer loyalty (Kuswandarini & 
Annisa, 2021; Salsabiila, 2024). This indicates that satisfaction is not merely an outcome of 
service experience, but also functions as a reinforcing factor in building long-term relationships 
between institutions and their customers. 
In the local context, KSPPS BMT Istiqlal Pekalongan has demonstrated progressive 
institutional development through the establishment of new branches and the expansion of 
sharia-based services. The opening of its fourth branch in Wiradesa, Pekalongan Regency in 
2022 reflects a strong commitment to strengthening community-based Islamic economic 
empowerment, as well as a transition toward digital service systems (RKB, 2022). This 
development aligns with the broader growth of Islamic financial institutions at the national 
level, which requires BMTs to continuously improve service quality and reinforce their 
institutional image amid increasing competition. Under these circumstances, maintaining 
customer satisfaction and loyalty becomes essential for the sustainability of BMT as a 
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community-based Islamic microfinance institution (Bilgies et al., 2025; Susiyanti & Setyawan, 
2022). 
Although numerous studies have examined the influence of trust, satisfaction, and institutional 
image on customer loyalty in Islamic financial institutions, prior findings show varying 
strengths of effect for each variable. Some studies identify trust as the dominant determinant 
of loyalty, while others emphasize satisfaction or institutional image as the primary driver. 
Moreover, most prior research has focused on Islamic commercial banks or large-scale Islamic 
financial institutions, whereas studies specifically examining BMT as Islamic microfinance 
institutions remain relatively limited. In fact, the community-based nature of BMT and their 
close social relationships with customers may create distinct interaction patterns compared to 
other formal financial institutions. 
Based on this background, a relevant research gap can be identified, namely the limited number 
of studies that simultaneously examine the effects of customer trust, customer satisfaction, and 
institutional image on customer loyalty within the context of BMT, particularly at BMT Istiqlal 
Pekalongan. Previous research has tended to analyze these variables only partially or across 
different institutional contexts, thereby failing to provide a comprehensive understanding of 
customer loyalty models in Islamic microfinance institutions. Therefore, the study entitled 
“The Influence of Customer Trust, Customer Satisfaction, and Institutional Image on Customer 
Loyalty at BMT Istiqlal” is important as it offers theoretical contributions to the development 
of loyalty models in micro-scale Islamic financial institutions, as well as practical contributions 
in formulating strategies to enhance trust, satisfaction, and institutional image in order to 
sustain customer loyalty. Based on this background, the research problem can be formulated as 
follows: do customer trust, customer satisfaction, and institutional image influence customer 
loyalty at BMT Istiqlal? 
2. Literature Review 
2.1 Customer Loyalty 
Customer loyalty refers to a customer’s dedication to consistently utilize a company’s products 
or services and to sustain a long-term relationship with the organization. As stated by Kotler, 
Keller, and Chernev (2022), loyalty is not merely indicated by repeated transactions, but also 
by the presence of emotional bonds and the customer’s readiness to endorse the services to 
others. 
In the context of Islamic financial institutions, customer loyalty is an important indicator of 
organizational success as it relates to business sustainability and competitiveness. Research 
shows that customer loyalty in Islamic financial institutions is influenced by relationship 
quality and perceived value experienced by customers (Amin et al., 2020). 
2.2 Customer Trust 
Customer trust refers to the belief that an institution is capable of providing services that are 
secure, honest, and aligned with expectations and promised principles. According to 
Sirdeshmukh et al. (2018), trust is built through service consistency, transparency, and integrity 
in interactions with customers. 
In recent studies, trust has become a key factor in enhancing loyalty, particularly in the financial 
services sector. A study by Setiawan & Sayuti (2021) indicates that trust has a positive and 
significant effect on customer loyalty in Islamic financial institutions. This is further supported, 
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who found that the higher the level of trust, the greater the likelihood that customers will remain 
loyal and not switch to other institutions. 
2.3 Customer Satisfaction 
Customer satisfaction is customers’ assessment of the service experience they receive relative 
to their expectations. According to Kotler et al. (2022), satisfaction is achieved when the 
performance of a service meets or surpasses what customers anticipate. 
Recent studies by Fandy Tjiptono & Chandra, (2020) indicate that customer satisfaction 
significantly influences loyalty, particularly through positive service experiences. Furthermore, 
research conducted by Umar, (2023). reveals that service quality, accessibility, and transaction 
efficiency are crucial factors in enhancing customer satisfaction within Islamic microfinance 
institutions. 
3. Research Method 
3.1 Research Method 
3.1.1 research design 
This research employs a quantitative approach with an explanatory research design aimed at 
examining “the effect of customer trust (X1), customer satisfaction (X2), and institutional 
image (X3) on customer loyalty (Y) at BMT Istiqlal.” The quantitative approach is selected 
because the study focuses on testing causal relationships among variables through inferential 
statistical analysis (Sugiyono, 2020). The population in this study consists of all active 
customers of BMT Istiqlal, and the sample size is 100 respondents who meet the criteria of 
being registered customers and having conducted multiple transactions. 
3.1.2 Research population 
The determination of a sample size of 100 respondents is considered adequate for SEM-PLS 
analysis. According to Hair et al. (2019), the minimum sample size in PLS-SEM can be 
determined based on the “10-times rule,” which is ten times the largest number of structural 
paths directed at a particular construct in the model. In this study, the customer loyalty construct 
receives three direct paths from independent variables; therefore, the minimum sample size 
required is 30 respondents. Hence, the use of 100 respondents meets the adequacy criteria and 
enhances the stability of the model estimation. 
The sampling technique employed was purposive sampling, with the criteria that respondents 
must: (1) be at least 17 years old and (2) have used BMT Istiqlal services repeatedly for at least 
one year. The research instrument was a questionnaire using a five-point Likert scale, ranging 
from strongly disagree to strongly agree. 
Data processing was carried out using Structural Equation Modeling based on Partial Least 
Squares (SEM-PLS). The measurement model (outer model) analysis was conducted to test 
construct validity and reliability. Convergent validity was evaluated using outer loadings, 
which must be ≥ 0.70 (Ghozali, 2020). Construct reliability was assessed using Cronbach’s 
Alpha with a minimum threshold of 0.70, indicating good internal consistency of the instrument 
(Ghozali, 2020). 
Furthermore, structural model (inner model) analysis was conducted to examine the strength 
and significance of relationships between variables. Evaluation was performed using the 
coefficient of determination (R²) to assess the ability of independent variables to explain the 
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dependent variable. In addition, path coefficients were tested using the bootstrapping procedure 
to determine the significance of direct effects by examining t-statistics and p-values (Hair et 
al., 2019). 
This study tested three hypotheses: (H1) the effect of customer trust on customer loyalty, (H2) 
the effect of customer satisfaction on customer loyalty, and (H3) the effect of institutional 
image on customer loyalty. 
The operationalization of variables in this study was developed based on theories and previous 
research. Institutional image is defined as consumers’ perceptions of a firm and the quality of 
its products (Irmayanti & Annisa, 2023), with indicators including the strength of brand 
associations, uniqueness of brand associations, and favorability of brand associations as 
proposed by Keller and Kotler (2019). Customer trust is understood as the willingness of 
customers to use services based on the belief that the institution can fulfill their expectations 
(Salsabiila, 2024), measured through indicators of integrity, benevolence, and competence. 
Customer satisfaction refers to the level of feeling after comparing service performance with 
expectations (Zalelawati, 2023), with indicators including feelings of pleasure, satisfaction 
with quality and service, and confirmation of expectations (Salsabiila, 2024). Meanwhile, 
customer loyalty is defined as a commitment to repurchase and maintain a long-term 
relationship with the institution (Syaidah & Ramadhika, 2023), measured through indicators 
such as repeat purchase, retention, and referrals (Kotler & Keller, 2019). 
4. Findings and Discussions 
4.1 Key Findings 
The description of respondents’ gender is an important element of the demographic analysis, 
illustrating the profile of customers in this study. The identification of gender composition was 
conducted to determine the distribution of respondents and to ensure the representation of the 
research subjects’ characteristics. The distribution of respondents based on gender is presented 
in Table 1 below. 

Table 1. Description of Respondents Based on Gender 
No Gender Frekuensi Percentage (%) 
1 Female 57 57% 
2 Male 43 43%  

Total 100 100% 

Source: Processed by the Author (2026) 

Based on the table above, 57 respondents (57%) are female customers, while 43 respondents 
(43%) are male customers. This finding indicates that the majority of respondents in this study 
are female. 
In addition to gender, age distribution was analyzed to provide an overview of the age groups 
that dominate the customer base in this study. This analysis is important for understanding age 
segmentation and its relationship with customer loyalty toward the institution. The distribution 
of respondents based on age is presented in Table 2 below. 

Table 2. Description of Respondents Based on Age 
No Age Frequency Percentage (%) 
1 17–22 15 15% 
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2 23–28 20 20% 
3 29–34 25 25% 
4 35–39 18 18% 
5 >39 22 22%  

Total 100 100% 

Source: Processed by the Author (2026) 

Based on Table 2 above, the respondents in this study are predominantly in the 29–34 age 
group, accounting for 25 respondents (25%). Furthermore, the age group above 39 years 
consists of 22 respondents (22%), followed by those aged 23–28 years with 20 respondents 
(20%), those aged 35–39 years with 18 respondents (18%), and the 17–22 age group with 15 
respondents (15%). This age distribution indicates that the majority of customers fall within 
the productive age range, namely 23–39. This suggests that BMT Istiqlal Pekalongan's services 
are widely used by individuals in their active working phase or engaged in business 
development. 
4.2 Validity and Reliability Testing 
Convergent validity was evaluated using the item loadings for each indicator on its respective 
construct. The criterion applied was a loading value of ≥ 0.70, which indicates that the 
indicators have a strong level of correlation with the construct being measured (Ghozali, 2020). 
   Tabel 3. Result Convergent Validity Testing 

“Research 
Indicator” 

Indicator 
description 

“Institutional 
image (X3)” 

“Customer 
trust (X1)” 

“Customer 
satisfaction 

(X2)” 

“Customer 
loyalty 
(Y)” 

X1.1 
Customers trust 
the services of 
the BMT 

 0,798   

X1.2 

Customers feel 
secure when 
conducting 
transactions 

  0,820     

X1.3 

 
The institution 
provides honest 
and transparent 
services 

 

  0,881     

X1.4 

The institution 
fulfills its 
promises to 
customers 

  0,808     

X1.5 

The institution is 
reliable in 
providing 
services 

  0,835     

X1.6 

Customers 
believe in the 
integrity of the 
institution 

  0,840     

X2.1 Customers are     0,858   
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satisfied with the 
services 
provided 

X2.2 
Services meet 
customer 
expectations 

    0,778   

X2.3 

Customers feel 
happy with the 
service 
experience 

    0,859   

X2.4 
Service quality 
meets customer 
needs 

    0,856   

X2.5 

Customers are 
satisfied with the 
overall 
performance 

    0,887   

X2.6 

Customers feel 
their 
expectations are 
fulfilled 

    0,797   

X3.1 
The institution 
has a good 
reputation 

0,783       

X3.2 
The institution is 
widely trusted 
by the public 

0,858       

X3.3 
The institution 
has a positive 
image in society 

0,851       

X3.4 
The institution is 
known for its 
professionalism 

0,724       

X3.5 
The institution 
has a strong 
brand image 

0,767       

X3.6 

The institution 
maintains a good 
public 
perception 

0,857       

Y1 
Customers make 
repeat 
transactions 

      0,742 

Y2 

Customers 
recommend the 
institution to 
others 

      0,783 

Y3 
Customers are 
loyal to the 
institution 

      0,794 

Y4 Customers       0,765 
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prioritize this 
institution over 
others 

Y5 

Customers are 
willing to 
continue using 
the services 

      0,775 

Y6 

 
Customers are 
not easily 
influenced by 
competitors 

 

      0,769 

   Source: Processed by the Author (2026) 

Based on the results presented in Table 3, all indicators across the variables—namely 
institutional image, customer trust, customer satisfaction, and customer loyalty—have outer 
loading values above 0.70. Therefore, it can be concluded that all indicators meet the criteria 
for convergent validity and are suitable for use in further analysis.  
Reliability testing was conducted to ensure the internal consistency of each research construct. 
Reliability was evaluated using Cronbach’s Alpha and Composite Reliability values, with a 
minimum threshold of 0.70 (Ghozali, 2020). 

Table 4. Result Reabillity Testing 

Research Variable 
“Cronbach's 
alpha” 

“Composite 
reliability 
(rho_a)” 

“Composite 
reliability 
(rho_c)” 

“Institutional image (X3)” 0,894 0,918 0,919 
“Customer trust (X1)” 0,910 0,916 0,930 
“Customer satisfaction (X2)” 0,917 0,930 0,935 
“Customer Loyalty(Y)” 0,864 0,866 0,898 

Source: Processed by the Author (2026) 

The results presented in Table 4 show that all variables have Cronbach’s Alpha and Composite 
Reliability values above 0.70. This indicates that the research instrument has high internal 
consistency and can reliably measure the constructs. With the validity and reliability criteria 
fulfilled, the measurement model is considered adequate to proceed to the structural model 
(inner model) evaluation stage. The structural model (inner model) evaluation in this study is 
presented based on the results of the R-square test and hypothesis testing through the Path 
Coefficient analysis. 

4.3 Coefficient of Determination (R²) Test 
The coefficient of determination (R²) measures the extent to which the independent variables 
explain the dependent variable in the structural model. The R² value indicates the proportion 
of variance in customer loyalty that is simultaneously explained by customer trust, customer 
satisfaction, and institutional image. 

Table 5. Result R Testing 
 

Original sample (O) Sample mean (M) 
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Customer Loyalty (Y) 0,516 0,544 

Source: Processed by the Author (2026) 

Based on the results presented in Table 5, the R² value of 0.516 indicates that 51.6% of the 
variation in customer loyalty can be explained by the three independent variables in this 
research model, while the remaining 48.4% is influenced by other variables outside the model 
that were not examined. This value falls into the moderate category, indicating that the model 
has a fairly good explanatory power. 
4.4 Path Coefficient Testing 
The path coefficient test was conducted to determine the direction, strength, and significance 
of the direct relationships between variables using the bootstrapping procedure. The significant 
decision was based on t-statistic values greater than 1.96 and p-values less than 0.05 at a 5% 
significance level (Hair et al., 2019). 

Table 5. Result R Testing 
 

“Original 
sample” 
(O) 

“Sample 
mean” 
(M) 

“Standard 
deviation” 
(STDEV) 

“T statistics” 
(|O/STDEV|) 

“P values” 

X1 → Y 0,483 0,486 0,064 7,573 0,000 
X2 → Y 0,437 0,436 0,074 5,870 0,000 
X3 → Y 0,319 0,326 0,068 4,698 0,000 

Source: Processed by the Author (2026) 

Based on the test results, all independent variables have a positive and significant effect on 
customer loyalty. Customer trust shows the strongest influence on loyalty, followed by 
customer satisfaction and institutional image. These findings indicate that hypotheses H1–H3 
are accepted. Therefore, it can be concluded that improvements in trust, satisfaction, and 
institutional image—both simultaneously and partially—strengthen customer loyalty. 
4.5 Disscusion 
4.5.1 first hypothesis 
Based on the results of the path coefficient test, the customer trust variable (X1) has a path 
coefficient (original sample) value of 0.483, with a t-statistic of 7.573 and a p-value of 0.000 
(< 0.05). These values indicate that customer trust has a positive and significant effect on 
customer loyalty. Therefore, H1 is accepted. 
Theoretically, trust serves as a fundamental foundation for establishing long-term relationships 
between customers and financial institutions. Trust reflects customers’ confidence in the 
institution’s competence, integrity, and goodwill in fulfilling its service commitments 
(Sumariani, 2025;). When customers have a high level of trust, they are more likely to engage 
in repeat transactions, maintain long-term relationships, and recommend the institution to 
others (Kristina & Yuliari, 2025). 
In the context of BMT Istiqlal Pekalongan, these findings indicate that the institution’s integrity 
and credibility are dominant factors in fostering customer loyalty. This finding also reinforces 
that loyalty in Islamic financial institutions is strongly influenced by relational trust, which is 
developed through service consistency and the fulfillment of promises. 
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4.5.2 Hypothesis 2 (h2) 
The test results indicate that customer satisfaction (X2) has a path coefficient value of 0.437, 
with a t-statistic of 5.870 and a p-value of 0.000 (< 0.05). This suggests that customer 
satisfaction has a positive and significant effect on customer loyalty; therefore, H2 is accepted. 
Conceptually, customer satisfaction arises when the perceived service performance meets or 
exceeds customer expectations (Makfiroh et al., 2024). A high level of satisfaction increases 
the likelihood that customers will continue using the same services and reduces their tendency 
to switch to other institutions (Pagala, 2021). In this study, satisfaction functions as both an 
emotional and evaluative factor that strengthens customers’ commitment to the institution. 
This implies that higher levels of satisfaction with service quality, transaction speed, and 
procedural convenience lead to stronger customer loyalty. These findings are consistent with 
the view that loyalty is a logical consequence of positive and repeated service experiences. 
4.5.3 Hypothesis 3 (H3) 
Based on the analysis results, institutional image (X3) has a path coefficient value of 0.319, 
with a t-statistic of 4.698 and a p-value of 0.000 (< 0.05). Thus, institutional image has a 
positive and significant effect on customer loyalty, thereby supporting the third hypothesis 
(H3). 
Institutional image reflects the perceptions and associations customers form in their minds 
about an institution’s reputation, credibility, and service quality (Arthasari et al., 2024). A 
positive image enhances customers’ confidence in maintaining relationships with the 
institution (Hernita, 2024). Although its coefficient is lower than those for trust and 
satisfaction, institutional image still plays a strategic role in shaping customer loyalty. 
This suggests that perceptions of the institution’s reputation and identity also influence 
customers’ decisions to remain loyal. In the context of this study, a favorable institutional 
image strengthens perceptions of professionalism and service commitment, thereby 
contributing to the development of long-term loyalty. 
Overall, the hypothesis testing results indicate that customer trust is the most dominant variable 
influencing customer loyalty, followed by customer satisfaction and institutional image. These 
findings confirm that customer loyalty in financial institutions is not solely built on reputational 
perceptions, but more importantly on trust-based relationships and satisfying service 
experiences. 
5.  Conclusion  
The results of the SEM-PLS analysis indicate that customer trust, customer satisfaction, and 
institutional image all have a positive and significant impact on customer loyalty at BMT 
Istiqlal Pekalongan. Among these factors, customer trust is identified as the most influential 
variable, followed by customer satisfaction and institutional image. 
These findings suggest that customer loyalty is not merely shaped by perceptions of the 
institution’s reputation, but is largely influenced by customers’ trust in the institution’s integrity 
and competence, along with their satisfaction with the services provided. Together, these three 
variables explain more than half of the variance in customer loyalty, underscoring the 
importance of building trust-based relationships, enhancing service quality, and maintaining a 
strong institutional image as key strategies for sustaining and improving customer loyalty. 
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