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Unlocking Customer Loyalty in Mobile Banking Services: The 

Mediating Effect of Customer Satisfaction
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Abstract 

Digital integration of the banking sector amplifies seamless operation that streamlines 

remote banking services, boosting client satisfaction and enhancing loyalty. Descriptive 

and explanatory designs have been employed to investigate the factors affecting the 

loyalty of customers in adopting digital banking services. The primary sources of  cross-

sectional data were accumulated by disseminating a structured questionnaire to 

purposively sampled 355 mobile banking service users in Kathmandu, Nepal. The data 

analysis was accomplished by adopting SEM with SmartPLS version 4.1.1.4. The 

findings of the study depicted a positive and significant effect of service quality and 

service security on customer satisfaction. Similarly, a positive and significant influence 

of customer satisfaction was found on customer loyalty. Moreover, the partial mediation 

effect of customer satisfaction was found between the service quality, service security, 

and customer loyalty. These findings can be useful to endorse favorable policies and 

stabilize secure digital banking operations, fostering customer satisfaction.  
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Introduction 

Banking sectors in this digital era have been chronically confronted with a fragile 

competitive market atmosphere, endeavoring to construct sustainability. The perpetual 
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success of banks relies on an extensive strategic move embracing client-oriented 

corporate policy compatible with customer values. In this regard, market penetration of 

the financial institutions in initiating advanced digital banking services lays a foundation 

for adequate market share, retaining client loyalty through gratification. Thus, 

technology-based banking services in a globalized context can mitigate volatility and 

deteriorate rivalry situations, leading towards the sustainability of banks. Similarly, client 

contentment aligns with loyalty, in which the acquisition of mobile banking addresses the 

dynamic requirement of clients gaining reputation and attachment among customers. 

Thus, financial institutions offer digitalized services to the clients to maintain 

productivity and contentment (Gounaris et al., 2010; Tsou & Hsu, 2017; Shahid Iqbal et 

al., 2018). Interestingly, technological innovation in the global market fosters a physical 

cashless community in which mobile banking emerged as a recently revolutionized 

technology, immensely established to diagnose issues of the banking sector, driving to an 

estimated sustainable path of business (Agarwal & Chua, 2020; Ajina et al., 2023).  

The sound financial position of banking institutions can be achieved with a heavy 

emphasis on both client satisfaction and retention, which depicts the deeper nexus 

between these factors. Therefore, the execution of a systematized mobile banking service 

contributes as a central gravity for customer loyalty with enriched satisfaction (Shaon & 

Rahmn, 2015; Dandis et al., 2021). Interestingly, the consideration of the vital role of 

digital banking services is unavoidable, which promotes client loyalty in the market. In 

this regard, the financial institutions require assessing influential factors of client 

satisfaction and loyalty; ultimately, these are affected by service quality and service 

security of the digital banking facility offered by the banking sector (Islam et al., 2023). 

Moreover, the service quality of digital banking is another vital factor considered 

as a cornerstone of financial institutions and revealed as an essential dimension to foster 

client gratification and loyalty among virtual banking service users (Kumar et al., 2009; 

Phan & Kim, 2024). Furthermore, the service feature is therefore measured by 

operational efficiency, credibility, convenience, standard of mobile banking service, and 

user-friendly nature, manifesting the core role in digital service that ultimately bridges 

client contentment and devotion (Ali et al., 2023; Chatterjee, 2018; Luu et al., 2024). 

Thus, retention of clients in a digitalized banking system relies on the ingredients of the 

services to meet the expectations of service users and finally provides a higher level of 
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satisfaction, depicting the central role of service quality to offer sophisticated techno-

based rich services (Suri, 2017). 

Additionally, an integration of service security in a mobile banking system is a 

crucial factor that creates credibility among its users, extending happiness and retention 

of clients (Schierz et al., 2010). Thus, online banking services must maintain a secure 

environment, developing strong security as it significantly influences the situation of user 

gratification and attachment among its users, representing the superior quality along with 

service security associated with a digital banking platform. Thus, mobile banking needs 

to foster safety and security features, keeping away from dangers and unpredictable 

circumstances, which stands as a benchmark to enhance client satisfaction and loyalty 

(Marafon et al., 2018; Leong et al., 2020). 

In the Nepalese context, research on factors that link with the contentment of 

users in digital bank systems of financial institutions in urban areas of Kathmandu 

discovered client satisfaction (Thakuri et al., 2023). Another investigation on measuring 

the alignment between the standard of online systems, engagement of clients, and 

inclination of users in the banking sector of Nepal investigated customer satisfaction and 

loyalty (Joshi, 2023). Similarly, a study on “online banking service practices and its 

impact on e-customer satisfaction and e-customer loyalty in the developing country of 

South Asia-Nepal” assessed retention and gratification of customers (Gautam & Sah, 

2023). In addition, a study held on “the effect of mobile banking on customer satisfaction 

in commercial banks in Nepal” examined client contentment (Ghimire &Dhakal, 2023). 

Finally, research conducted on “customer satisfaction of service quality: Assessing 

mobile banking practices” investigated client happiness (Adhikari & Gyawali, 2023). 

Earlier evidence assessed several determinants of customer perception in global and 

Nepalese contexts discovering the factors influencing client loyalty through client 

satisfaction as a mediating effect that remained adequately unexplored. This research 

attempts to investigate the effect of mobile banking services on customer loyalty, 

assessing the mediating effect of customer satisfaction.  

Literature Review 
Service quality and customer loyalty  

Service users experiencing a higher quality associated with a product or service 

lead toward client loyalty (Bolton & Drew, 1991; Anderson & Fornell, 2000; Anderson 

& Sulliva, 1993; Shi & Shang, 2020). Therefore, the frequency of re-use and consistent 

use of services as a loyal customer relies on the standard of the services offered by the 
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business entities (Mittal & Kamakura, 2001). Evidence revealed service quality as a 

crucial aspect in shaping the behaviour of clients, and it influences patron trustworthiness 

that links with loyalty (Mahadi, 2019). Based on the evidence, the subsequent hypothesis 

can be developed:  

H1a: Service quality positively influences customer loyalty to embrace mobile banking.  

Service security and customer loyalty  

The ingredient of service safety comprises the protection of its users from 

various types of loss and exploitation in the technology-driven service sector. Thus, 

security and privacy can be maintained as it compels compliance with the regulatory 

obligation to meet the desire of customers, providing transparent and risk-free online 

banking services that ultimately foster customer loyalty, constructing a client retention 

environment (Zeithaml et al., 2002; Casalo & Guinaliu, 2007).  

H2a: Service security positively influences customer loyalty to embrace mobile banking.  

Customer satisfaction and loyalty  

Evidence advocates for the fact that satisfied service user demonstrates a trend of 

repeat service use, boosting an environment to cultivate loyalty (Lai, 2014). In the 

electronic banking sector, e-customer contentment leads to enhanced loyalty among the 

users (Gautam & Sah, 2023). The hypothesis has been developed for the study. 

H3a: Customer satisfaction positively influences customer loyalty to embrace the mobile 

banking service  

Service quality and customer satisfaction  

Evidence manifested that the service standard favourably links with customer 

satisfaction, which finally mitigates the client grievances, fostering the level of 

satisfaction (Watto & Iqbal, 2022).  In addition, the quality ingredients associated with 

commercial products foster customer gratification, requiring the proper attention to the 

entire group of its customers (Monferrer et al., 2019). 

H1b: Service quality has a significant effect on customer satisfaction. 

Service security and customer satisfaction  

Service security interestingly links with the pleasure of clients as a security 

feature integrated in technology-driven services that significantly enhances the status of 

pleasure among the service users (Gautam & Sah, 2023). The emphasis on service 

security in each organization can establish an admiring atmosphere, generating a 

situation of customer satisfaction (Anitsal & Flinet, 2006; Collier et al., 2015).  

H2b: Service security has a significant effect on customer satisfaction 
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Mediating role of satisfaction between service quality and customer loyalty  

The evidence revealed that customer loyalty is influenced by customer 

satisfaction (Oh, 2022). Moreover, evidence of Islamic banking institutions revealed an 

inclination to standard featured services, leading to more satisfaction (Lewis & Soureli, 

2006; Mahadin, 2019). In a similar way, the findings in the wireline telecom sector 

depicted evidence of an increasing mediating role of customer satisfaction between 

service standard and customer loyalty (Rajeswari et al., 2017).  

H4a: Customer satisfaction mediates the relationship between service quality and 

customer loyalty. 

Mediating role of customer satisfaction between service security and customer 

loyalty  

The service security and privacy are considered as vital factors of technology 

banking services that link with client satisfaction in a favourable direction, contributing 

to retaining the users of such digital banking services (Aslam et al., 2019). Additional 

evidence revealed the mediating role of satisfaction between safety mediates the 

connection between satisfaction and customer loyalty (Doung et al., 2024).  

H4b: Customer satisfaction mediates the relationship between service security and 

customer loyalty.  

Customer satisfaction  

Customer satisfaction is an integration of distinct responses containing affective 

and cognitive aspects to the variety of services (Bitner et al., 1994). Moreover, client 

gratification demonstrates the degree to which the service of the firm adequately stands 

to match the requirements of users (Salem et al.,2011). Additionally, the contentment of 

clients reflects the perceptual expression of happiness or disappointment as a 

consequence of comparing service attributes and actual performance (Oliver, 1980).  

Customer loyalty  

Customer loyalty represents an attachment of clients with a commitment to use 

services perpetually in the future, avoiding the different other alternatives available in the 

market. It depicts a closed inclination of customers towards a particular service. 

Similarly, the inclined users express an emotional connection to the organizational 

services that foster positive behavior with loyalty (Hallowell, 1996; Lenka, 2009).  

Conceptual framework 

The conceptual framework depicts the direction of the research, and the research 

framework below exhibits a path of analysis. Thus, this framework demonstrates a 
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plausible link between service quality, service security, customer satisfaction, and 

customer loyalty. The following figure shows the conceptual framework: 

Figure 1  

Conceptual framework  
 

 

 

 

 

 

 

 
 

Source:  Caruana (2002), Bahadudr et al. (2018), Shahid Iqbal et al. (2018) 

Methods 
This investigation endeavored to uncover the influence of technology-based 

banking services on client loyalty. Similarly, customer satisfaction is the mediating 

variable of the study that investigates the mediating effect between the digital banking 

service, consisting of service quality, service security, and customer loyalty. Thus, the 

survey universe comprises the users of mobile banking services, mainly located in 

Lekhnath Margh, Kathmandu. The targeted size of the sample of the research was 384, as 

the population of the study remained unknown (Cochran, 1977). Therefore, 539 

structured questionnaires were disseminated among the target respondents, and 378 

questionnaires were received. However, only 355 (65.86%) questionnaires were deemed 

useful and utilized for the data analysis. Moreover, this research utilized the cross-

sectional data collected through a purposive sampling technique. The purposive method 

of sampling, as a part of the non-probability sampling method, is embraced while 

involving knowledgeable respondents in the survey (Tongco, 2007).  

This survey employs a descriptive and explanatory research design. The 

descriptive research design is utilized in this research to adequately describe the 

characteristics of the situation, accumulating factual data (Siedlecki, 2020). Similarly, the 

explanatory design of the survey employed in the study reveals the cause-and-effect 

relationship (Creswell, 2005). In addition, the first cluster of the questionnaire contains 

demographic descriptions of respondents, and the second segment comprises five-point 

Service Security 
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Likert scale items based on the questionnaire. The Likert scale items depicts 1 = Strongly 

Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, and 5 = Strongly Agree.  

This research adopted the service quality construct from the earlier research 

(Caruana, 2002; Shahid Iqbal et al.,2018),  service security, customer satisfaction, and 

customer loyalty from (Caruana, 2002; Shahid Iqbal et al., 2018; Chikazhe et al., 2021).  

Moreover, the data accumulated from the respondents was managed in Excel 2016 before 

analyzing the data. Next, the JASP 0.19.3.0 version was used to generate descriptive 

statistics, and SmartPLS version 4.1.1.4 was used to perform further analysis. The study 

examined Cronbach’s alpha and variance inflation factor (VIF) to discover the reliability 

and issues of multicollinearity.  

Results 
Profile of respondents 

Table 1 represents the profile of the respondents, which encompasses a total of 

355 survey participants. The participation of male respondents remained 205 (57.75%), 

as the leading group of participants, and the majority of respondents belong to the 

unmarried status, 279 (78.59%). Moreover, the age group below 20-30 found 123 (34.65 

%) as the majority of respondents.   

Table 1 

Profile of respondents 
S.N.  Variables Characteristics Frequency Percentage 

1 Gender of Respondents  
Male 205 57.75 

Female 150 42.25 

  
Total 355 100.0 

2 Marital Status of Respondents 
Married 76 21.41 

Unmarried 279 78.59 

  
Total 355 100.0 

3 Age Group of Respondents  

Below 20 years 43 12.11 

20 to 35 years 123 34.65 

36 to 45  years  116 32.68 

  Above 45 years 73 20.56 

  
Total 355 100.0 

4 
Educational Background of Respondents 

Bachelor 214 60.28 

Master 133 37.46 

Above Master 08 02.25 

 
Total 355 100.0 



Contemporary Research: An Interdisciplinary Academic Journal, 2026, vol. 9 (1): 273-293            280 
 

 

Full text can be downloaded: https://www.nepjol.info/index.php/craiaj & http://www.craiaj.info/   
 

5 
Number of Bank Accounts Held by Respondents  

Below 3 197 55.49 

3 to 5 129 36.34 

Above 5 29 08.17 

 
Total 355 100.0 

6 
Use of Banking Services  

Regularly 157 44.23 

Often 156 43.94 

Occasionally 20 05.63 

Rarely 22 06.20 

  Total 355 100.0 

Moreover, the educational background of the respondents holding a bachelor's 

level of education reflected 214 (60.28 %) as higher participants. In addition, the survey 

participants holding several bank accounts below 3 banks depicted 197 (55.49%), with 

involvement of more participants. Finally, the survey participants who had experience in 

the use of banking services with atendency of its use them regularly showed 157 

(44.23%), and using mobile banking services often depicted 156 (43.94%). Finally, a 

leading group of respondents belongs to the status of using mobile banking regularly, 157 

(44.23 %), and the least belongs to occasional use, 20 (5.63%).  

Measurement model  

Mainly, the measurement models adopted in this research were a reflective 

model. Additionally, Cronbach’s alpha was tested to measure the internal consistency in 

the research. Thus, Cronbach’s alpha value needs to exceed the threshold level of 0.70, 

which reflects the robust results (Nunnally, 1978). Table 2 displays outer loading, 

reliability, and convergent validity, in which the value of Cronbach’s alpha exceeds the 

threshold criterion of >0.70, which confirms that the data utilized in the research were 

reliable.  

Table 2 

Outer loading, reliability, and convergent validity  
Construct Items Outer Loadings CA Composite Reliability (rho_a) (CR) AVE 

Service Quality 

SQ1 0.806 0.771 0.78 0.683 

SQ2 0.833    

SQ3 0.840    

Service Security  

SS1 0.864 0.874 0.89 0.725 

SS2 0.859    

SS3 0.807    

SS4 0.874    

Customer 

Satisfaction 

CS1 0.834 0.753 0.761 0.668 

CS2 0.738    
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CS3 0.799    

CS4 0.859 

  

 

Customer Loyalty 

CL1 0.788 0.822 0.827 0.654 

CL2 0.832 

 

  

CL3 0.831    

Authors’ computation using SmartPLS version 4.1.0.9 

Moreover, the convergent validity was tested by the average variance extracted 

(AVE). The average variance extracted in convergent validity measurement requires a 

minimum of 0.50 and above score of AVE as the threshold limit (Hair et al., 2013). Thus, 

the AVE score of all constructs consisting of service quality reflected an AVE value of 

0.683, service security 0.725, customer satisfaction 0.668, and AVE for customer loyalty 

is 0.654. Therefore, all the values of AVE exceed the threshold of 0.50, assuring the 

validity and acceptability from the perspective of the convergent validity test. Next, the 

outer loading, along with its items, revealed the value of loading factor > 0.70, which 

assures that all the items of each construct are valid. Furthermore, the value of composite 

reliability (CR) of service quality was 0.78, service security was 0.89, customer loyalty 

was 0.858, and the composite reliability of customer loyalty was 0.883. Thus, the value 

of composite reliability of all constructs was found to be>0.70, which indicates the 

constructs are reliable and met the assumption and requirement of the reliability 

threshold.  

Table 3 

Discriminant validity  

 

Heterotrait Monotrait Ratio (HTMT) Fornell-Larcker Criterion 

Variables  CL CS SQ SS CL CS SQ SS 

CL 
    

0.818 
   

CS 0.808 
   

0.641 0.809 
  

SQ 0.695 0.741 
  

0.548 0.604 0.827 
 

SS 0.661 0.601 0.643   0.552 0.52 0.531 0.851 

Table 3 depicts discriminant validity comprising the heterotrait-monotrait ratio 

(HTMT) and the Fornell-Lacker criterion, which reflected the score of the square root of 

average variance extracted (AVE). These tests were employed to measure the 

discriminant validity. Thus, the Fornell-Larcker criterion value of customer loyalty was 

0.818, customer satisfaction was 0.809, the value of service quality was 0.827, and the 

value of service security was 0.851. Each value of the latent variable needs to exceed or 
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be more than an interconnection between this latent variable (Fornell & Larcker, 1981). 

Thus, the results in this study meet the threshold criteria, which reflect the discriminant 

validity of the study. Moreover, the Heterotait monotrait ratio in these results remained 

within the limit of 0.85 as it is fundamentally required for discriminant validity (Kline, 

2011). 

Table 4 

Cross-loading of items  

Items CL CS SS SQ 

CL1 0.788 0.478 0.350 0.411 

CL2 0.832 0.575 0.489 0.522 

CL3 0.831 0.511 0.502 0.401 

CS1 0.530 0.834 0.446 0.513 

CS2 0.520 0.738 0.429 0.403 

CS3 0.451 0.799 0.375 0.509 

CS4 0.566 0.859 0.431 0.523 

SS1 0.570 0.488 0.864 0.428 

SS2 0.457 0.320 0.859 0.388 

SS3 0.357 0.404 0.807 0.482 

SS4 0.465 0.526 0.874 0.510 

SQ1 0.508 0.567 0.381 0.806 

SQ2 0.339 0.413 0.396 0.833 

SQ3 0.479 0.488 0.535 0.840 

Table 4 reflects the cross-loading of items to assess the discriminant validity. The 

cross-loading score of each item of its construct is higher than the value of items of 

another construct. This result showed that the criterion for discriminant validity was met 

(Fornell & Larcker, 1981). 

Table 5 

Varianceinflation factor  

Items  VIF 

CL2 1.500 

CL3 1.469 

CL4 1.583 

CS1 2.009 

CS2 1.504 

CS3 1.810 
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CS4 2.074 

SS1 2.314 

SS2 2.495 

SS3 2.102 

SS4 2.406 

SQ1 1.343 

SQ2 1.981 

SQ3 1.870 

Table  5 shows the variance inflation factor (VIF) to measure the collinearity. The 

collinearity statistics assess the issues of multicollinearity among the independent 

variables employed in the study. The items of customer loyalty (CL), customer 

satisfaction (CS), service security (SS), and service quality (SQ) revealed the value of the 

variance inflation factor below. 5. These results of VIF manifested that there is no issue 

of multicollinearity, as the value of VIF below 5 confirms the existence of 

multicollinearity issues (Hair et al., 2011).  

Structure model  

The structure model employed in the study to discover the model fit tests the 

explanatory power. Similarly, this structural model also tests the proposed hypothesis of 

the research. The following results are interpreted below to assess the structural model.  

Table 6 

Explanatory power and model fit  

Explanatory Power with R2 Model fit with SRMR and NFI 

Endogenous 

Latent Variables 
R

2 R
2
 

adjusted  
Saturated model Estimated model 

Recommended 

Value 

CL 0.493 0.488 SRMR 0.085 0.085 ≤ 0.08 

CS 0.42 0.417 NFI 0.738 0.738 ≥ 0.75 

Table 6 shows the explanatory power and model fit results. The R
2 

value of 

customer loyalty stands at 0.493 percent, and customer satisfaction revealed an R
2
 value 

of 0.42 percent. This result showed that the research variables, especially the independent 

variables consisting of service quality and service security, explain 49.30 percent of the 

variation in customer loyalty for embracing mobile banking services, with loyalty and 

customer satisfaction accounting for 42.00 percent. It means that both variables, customer 

loyalty and customer satisfaction, manifest moderate explanatory power, as an R
2
 value 

above 0.33 is considered to depict moderate explanatory power (Chin, 1998). Moreover, 
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the model fit result derived from the analysis demonstrated the SRMR saturated model 

with 0.085 and an estimated model value of 0.085. Similarly, the NFI saturated model 

value showed 0.738, with the estimated model value of 0.738. The SRMR value standing 

below the range of 0.10 or 0.08 demonstrates a good fit for the model (Hu & Bentler, 

1999). Thus, the SRMR value of these results reflects a good fit based on the benchmark 

of Hu and Bentler. Next, the NFI value should also fall between 0 and 1, which advocates 

an acceptable fit (Ding et al., 1995). Thus, the results of NFI in this study, with the value 

of 0.735, advocated it as an acceptable fit, revealing its value below 1.  

Hypothesis testing  

This research employed the bootstrapping method in the analysis of data using the 

PLS algorithm for assessing proposed research hypotheses. Thus, this study used a total 

of 10000 subsamples in the analysis while investigating the significance of path 

coefficients.  

Figure 2 

Structure model  

 

Source: Caruana (2002), Bahadur et al. (2018), and Shahid Iqbal et al. (2018) 

Figure 2 depicts the findings of the proposed hypothesis, revealing the links 

between the research variables generated using the PLS algorithm. These results 

demonstrated the direction of the relationship and the effect of service quality and service 

security on customer loyalty, assessing the mediating effect of customer satisfaction for 

the mobile banking service adoption.  

Table 7 

Path analysis of direct result  
Factors/Hypothesis Beta T statistics P values Result 

H1a: SQ -> CL 0.168 2.217 0.027 Accepted 
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H1b: SQ -> CS 0.456 8.710 0.000 Accepted 

H2a: SS -> CL 0.250 5.684 0.000 Accepted 

H2b: SS -> CS 0.278 5.974 0.000 Accepted 

H3a: CS -> CL 0.409 6.311 0.000 Accepted 

Table 7 reveals the path analysis of direct results. The outcomes of the study 

revealed a favorable and significant influence of service quality on client loyalty. As the 

beta coefficient showed a positive influence (β = 0.168, p <0.05), it means a one-unit 

shift in quality of service brings adistinct variation in customer inclination by 0.168 units. 

Thus, hypothesis (H1a) is accepted as it reflects a compatible and significant effect. 

Similarly, the beta coefficient showed a supportive influence of the standard of service on 

user happiness(β = 0.4568, p <0.05). It means that a rise in the standard offering of 

technology based system of banks enhances customer satisfaction in appreciative ways. 

Moreover, one unit change in the dimension of the service system brings a change in 

customer satisfaction by 0.456 units. As its p-value was found significant, hypothesis 

H1b is accepted, depicting a helpful and significant boost of service quality on customer 

satisfaction. In addition, the beta coefficient revealed a positive impact of service security 

on customer loyalty (β = 0.250, p <0.05). It means that an enhancement in secured 

service leads to a higher customer loyalty in a favorable path. 

Similarly, one unit change in service security brings the changes in customer 

loyalty by 0.250 units. As its p-value was found significant, the research hypothesis 2ab 

is accepted. Similarly, the beta coefficient demonstrated a positive influence of service 

security on customer satisfaction (β = 0.278, p <0.05). It means that a rise in service 

security positively leads to an increase in customer satisfaction. Moreover, one unit 

change in service security brings changes in customer satisfaction by 0.278 units. Thus, 

hypothesis H2b is accepted, as its p-value was found significant. Finally, the beta 

coefficient showed an encouraging link between customer satisfaction and customer 

loyalty (β = 0.409, p <0.05). It means an increase in customer loyalty helps in enhancing 

customer loyalty favourably. This shows that a unit change in customer satisfaction 

brings changes in customer loyalty by 0.409 units. Moreover, as its p-value depicted 

significant results, the hypothesis H3a is accepted.  

Table 8  

Path analysis of mediating results 

Factors/Hypothesis Beta T statistics 
Confidence Interval 

P values Result 
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2.50% 97.50% 

 
 

H4a: SQ -> CS -> CL 0.187 4.915 0.117 0.266 0.000 Accepted 

H4B: SS -> CS -> CL 0.114 4.325 0.066 0.168 0.000 Accepted 

Table 8 shows the path analysis of mediating results. This research employed user 

contentment as a mediating variable to examine the association between service quality, 

service security, and customer loyalty. The beta coefficient and p-value revealed a 

supportive and significant interlink, which demonstrates partial mediating effects of 

customer satisfaction in the relationship between service quality and customer loyalty (β 

= 0.187, p <0.05). The total effect comprises the sum of direct and indirect effects, 

revealing 0.168 + 0.187 = 0.355, and VAF is computed by dividing the score of the 

indirect effect by the total score multiplied by 100, which exhibits 0.187/0.355x100, 

which shows the VAF value of 52.68%. This outcome further confirms the partial 

mediating role of customer satisfaction between the relationship of service quality and 

customer loyalty. Similarly, the mediating effect of customer satisfaction in the 

relationship between service security and customer loyalty is depicted as a partial 

mediating effect between the security of mobile banking and its customer loyalty (β = 

0.114, p <0.05). Further, the total effect in this case encompasses 0.250 + 0.114 = 0.364. 

The VAF value consists of 0.114/0.364 x 100 = 31.32%, which reveals the partial 

mediation effect of customer satisfaction between the relationship of service security and 

customer loyalty as VAF ranging as (20% < VAF < 80%) in the results (Jeandry & 

Fajriyanti, 2023). 

Discussion 

The investigation of customer loyalty for mobile banking services was the key 

purpose of the survey, and patron gratification served as a mediating variable. Thus, users 

of mobile banking services were encompassed as the basis of data for the analysis. 

Moreover, this research investigated how superior performance in technology integration 

and service security of digitalized system-oriented banking services affects customer 

loyalty, with an investigation of the mediating role of customer gratification for 

exhibiting interconnection between service standard, security, and alignment of users. 

The findings of the study revealed a positive and significant scenario of a better service 

on the loyalty of clients. It reflected that as the portion of service quality integrated in 

mobile banking service, it led to growth to alignment of the user towards technology-
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oriented service.  This outcome is consistent with the previous empirical evidence 

(Cronin & Taylor, 1992). Service users experiencing expected higher quality associated 

with a product or service leads to client loyalty (Bolton & Drew, 1991; Anderson & 

Sulliva, 1993; Mittal & Kamakura, 2001).  

Similarly, the enhancement of service in digital banking enhances perceived 

value, reflecting a helpful connection to client loyalty (Mahadin, 2019). Similarly, the 

results of this study showed a compatible, favorable, and significant impact of the 

condition of service status on consumer fulfillment, depicting that a rise in better mobile 

banking service quality enhances customer satisfaction among virtual bank service 

adopters. These findings stand in the same direction as earlier research’s findings, which 

revealed that service quality in technology-driven services significantly enhances 

customer satisfaction, mitigating grievances and ensuring proper attention to all 

customers, as demonstrated by studies by Watto and Iqbal (2021) and Monferrer et al. 

(2019). Consequently, outcomes stand consistent with (Zeithmal et al., 2002; Casalo & 

Guinaliu, 2007).  

Another result demonstrated a favorable and significant influence of service 

quality on client happiness, advocating that fostering service quality enhances customer 

satisfaction among mobile banking service users. These results were found compatible 

with (Watto and Iqbal; Monferrer et al. 2019). In addition, the findings of this study 

established a positive and significant impact of customer satisfaction on customer loyalty, 

advocating that satisfied clients are always included in the service provider's intention to 

continue the services in a regular manner as loyal customers. These results integrate with 

the findings of a previous study (Gautam and Sha 2023). Finally, customer satisfaction 

mediates the relationship between service quality and customer loyalty. This finding is in 

a similar direction to earlier empirical evidence  (Rajeswari et al., 2017; Mahadin, 2019; 

Oh, 2022). In addition, clients' happiness mediates the link between service security and 

customer attachment, depicting that service maintains customer loyalty emerges from 

customer satisfaction as well. This finding aligns with previous  (Aslam et al., 2019; 

Doung et al., 2024).  

Conclusion 
This research endeavored to uncover the influence of technology-based banking 

services, comprising an assessment of the effect of service quality and service security on 

customer loyalty, with an investigation of the mediating role of customer satisfaction 
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between mobile service quality, security, and customer loyalty. The study among the 

users of the mobile banking service in Kathmandu, Nepal. Consequently, the results 

manifested a pivotal role in the service quality of digital banking services that ultimately 

booststhe loyalty of banking clients. Thus, the direct impact of service quality establishes 

a fascinating atmosphere among its users of self-technology-based services, in line with 

digital banking services. It can be concluded that banking institutions offering services 

through digital platforms need to emphasize high-quality service to retain their client. 

Thus, a direct link was found between service quality and customer loyalty. Moreover, 

the mediating role of customer satisfaction found between the relationship of service 

quality and customer loyalty. It means that boosting customer loyalty is fundamentally 

associated with customer satisfaction. Therefore, it can be concluded that fostering 

customer loyalty emerges from both dimensions, considering the high-quality service of 

the mobile banking system and the position of customer satisfaction with online banking 

services. Thus, banking institutions endeavoring to foster client loyalty should 

concentrate on service quality that fosters customer satisfaction.   

Similarly, the findings of this study revealed a significant contribution of service 

security to customer loyalty, which showed that cultivating customer loyalty is linked to 

security features of services. Finally, the mediating role of customer satisfaction in the 

relationship between service security and customer loyalty was found to be significant. It 

means that client loyalty derives from both sources, service security and customer 

satisfaction. Thus, direct and indirect links are vital to drive customer loyalty. Therefore, 

banking institutions need to embrace service security and customer satisfaction equally to 

boost customer loyalty.  

In short, it can be reflected that service quality and service security of digital 

banking services, directly and indirectly, through customer satisfaction, drive customer 

loyalty. Therefore, a heavy strategic focus is required on these dimensions to foster 

loyalty. Moreover, the findings of the study can be useful to banking institutions, 

policymakers, and other stakeholders. Service providers and policymakers can consider 

this evidence while developing digital platforms for online transactions, emphasizing 

secure services, quality, for customer satisfaction, which maintains customer loyalty. 

However, this research reveals limitations with a small sample size and included only 

two dimensions: service quality and service security, and assessed the mediating effect of 

customer satisfaction, covering the banking sector only. Thus, a future study can take 
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place with a different horizon of research areas, especially different sectors and 

geographical territories, comprising more factors affecting customer satisfaction and 

loyalty.  
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