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Abstract

This study empirically tests a stimulus—response model that links Brand Image (BI) and Service Quality (SQ) to Customer
Loyalty (CL) through the mediating mechanisms of Customer Satisfaction (CS) and Brand Trust (BT) in the context of a
regional public bank, PT BPR Bank Sleman (Perseroda). Grounded in expectancy disconfirmation theory and the Stimulus
Organism Response framework, the research uses survey data collected from active retail customers and analyzes the
hypothesised paths via PLS-SEM. The sample (n 400) was drawn to reflect branch, tenure, and demographic strata typical of
BPR clientele. Results indicate that Brand Image and Service Quality both exert significant positive effects on Customer
Satisfaction and Brand Trust. Customer Satisfaction and Brand Trust, in turn, strongly predict Repurchase/Revisit Intention
and overall Customer Loyalty, confirming their mediating roles. Notably, service quality’s effect on behavioral loyalty is
largely indirect operating through satisfaction whereas brand image contributes both directly and indirectly by enhancing
trust and setting expectations. Practical implications emphasize that BPRs should coordinate brand positioning with consistent
service delivery: investments in frontline training, process reliability, and community-oriented brand narratives yield higher
retention than price-only competition. The study contributes theoretically by validating the stimulus organism response chain
in a localized banking setting and methodologically by offering a validated measurement battery adapted for BPRs. Limitations
include single-institution focus and cross-sectional design. future research should pursue longitudinal and multi-site
comparisons to verify temporal stability and generalizability across regional banks.
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1. Introduction

In the rapidly evolving landscape of Indonesian banking, Bank Perekonomian Rakyat (BPR), or community banks,
continue to serve as a critical foundation for financial inclusion and grassroots economic empowerment. Unlike
commercial banks that dominate through extensive digital infrastructure and large-scale marketing, BPR
institutions thrive on their ability to build and sustain strong relational connections with the local community.
These banks are deeply embedded within the social and economic fabric of their regions, emphasizing personal
trust, familiarity, and accessibility over automation and advanced technology. Within this relationally oriented
model, customer loyalty emerges as the defining factor of long-term sustainability. Loyalty not only determines
financial stability but also reflects the degree of relational and emotional engagement that customers develop with
their banking institution. As competition intensifies with commercial banks, fintech start-ups, and peer-to-peer
lending platforms entering local markets traditional BPRs face an existential challenge: to maintain customer
commitment while adapting to rising expectations for quality, responsiveness, and innovation (Rust & Zeithaml,
2020). The case of PT BPR Bank Sleman (Perseroda), located in the Special Region of Yogyakarta, offers a unique
and compelling context for examining these dynamics. As a regionally owned enterprise, the bank operates with
dual objectives: financial profitability and public service contribution. Its customer base largely consists of small
entrepreneurs, micro-business owners, and households who rely on personalized interactions and reputation-based
trust. For such clients, perceptions of brand image and service quality become decisive stimuli that shape their
overall satisfaction, confidence, and intention to remain loyal. However, while studies on brand image and service
quality have proliferated within the context of commercial or digital banking, empirical evidence remains scarce
for community banking institutions such as BPRs. The unique relational nature of BPR transactions characterized
by face-to-face interactions, localized brand reputation, and socially embedded trust creates distinctive behavioral
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mechanisms that may not align with the patterns observed in larger, impersonal financial institutions. Hence,
understanding how brand image and service quality influence satisfaction, trust, and ultimately loyalty in this
context represents both a theoretical gap and a managerial necessity.

1.1. Literature Review
1.1.1. Brand Image and Its Relational Function

Brand image, defined as the set of perceptions and associations held in consumers’ minds (Keller, 1993; Aaker,
1996), plays a critical role in shaping expectations and confidence toward a service provider. In banking, brand
image acts not merely as a visual or promotional construct but as a relational signal of reliability and integrity. A
strong brand image reduces perceived risk and establishes an emotional connection that reinforces customer trust
(Nguyen et al., 2019). For local banks such as BPR Sleman, brand image is not built through mass advertising but
rather through consistent interpersonal experience, ethical service behavior, and word-of-mouth credibility.

1.1.2. Service Quality as a Behavioral Stimulus

Service quality remains the central antecedent of satisfaction and loyalty in service marketing research.
Parasuraman, Zeithaml, and Berry (1988) conceptualized service quality through five dimensions tangibility,
reliability, responsiveness, assurance, and empathy collectively referred to as the SERVQUAL framework. In
relational banking contexts, service quality often manifests through attentiveness, personal care, and contextual
understanding of customer needs rather than purely technical efficiency. As found by Ladhari (2009), emotional
satisfaction derived from empathetic service interactions can exert a stronger influence on loyalty than mere
procedural accuracy.

1.1.3. Satisfaction and Trust as Core Mediators

Customer satisfaction, described by Oliver (1980) as the cognitive and affective evaluation of a service experience
relative to expectations, serves as a direct predictor of loyalty. Trust, defined as confidence in the service provider’s
reliability and moral integrity (Morgan & Hunt, 1994), complements satisfaction by creating psychological
security and long-term commitment. Empirical studies (e.g., Han & Hyun, 2018; Kantsperger & Kunz, 2010) have
confirmed that satisfaction and trust operate as mediators between perceived service attributes and behavioral
intentions.

1.1.4. Customer Loyalty and Behavioral Intention

Customer loyalty, encompassing both attitudinal and behavioral components, represents the ultimate goal of
relational marketing. Loyal customers not only repurchase but also advocate for the brand through positive word-
of-mouth (Oliver, 1999). Within the Stimulus Organism Response (S—O-R) model, brand image and service
quality act as stimuli (S), satisfaction and trust function as organismic responses (O), and loyalty or repeat intention
represents the behavioral outcome (R). This framework provides a comprehensive lens for understanding how
external service perceptions translate into internal psychological states and, subsequently, behavioral outcomes
(Donovan & Rossiter, 1982).

1.2. The Rationale for This Research

Although the relationships between brand image, service quality, satisfaction, and loyalty have been widely
examined, existing studies remain limited in their contextual scope. Most research focuses on technologically
advanced or urbanized financial institutions where service delivery is standardized and digitalized. In contrast,
community banks such as PT BPR Bank Sleman operate under fundamentally different socio-cultural logics,
where trust, empathy, and authenticity serve as key relational currencies. Empirical gaps persist regarding how
these constructs interact in settings characterized by social intimacy and relational interdependence. Specifically,
whether the pathways between brand image and loyalty, and between service quality and loyalty, are mediated by
satisfaction and trust remains underexplored in the BPR sector. This knowledge is essential for both academic
development and practical strategy formulation. Moreover, PT BPR Bank Sleman’s role as a publicly owned
community bank adds institutional complexity. It must uphold public trust while maintaining competitiveness and
profitability. Understanding the psychological mechanisms that sustain customer loyalty is therefore vital for
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designing marketing and service strategies consistent with both commercial and social mandates. Thus, this study
was conducted to: (1) Examine the direct and indirect effects of brand image and service quality on customer
loyalty. (2) Investigate the mediating roles of satisfaction and trust. (3) Evaluate the structural fit of the Stimulus—
Organism—Response model in the context of local banking. (4) Derive managerial implications for relational and
service innovation in community financial institutions.

1.3. State of the Art, Gap Analysis, and Novelty
1.3.1. State of the Art.

Recent studies in the field of service marketing and relationship management emphasize the interdependence
between emotional, cognitive, and behavioral components of customer experience (Zeithaml, Bitner, & Gremler,
2020). The S—-O-R model has been successfully applied in hospitality, retail, and digital services (Han & Hyun,
2018; Chen et al., 2020), revealing that customer responses are shaped not only by perceived service quality but
also by experiential stimuli that evoke affective engagement. Yet, in the context of traditional banking especially
local financial institutions embedded in communal networks empirical validation remains scarce.

1.3.2. Gap Analysis.

First, there exists a contextual gap: most prior studies have concentrated on large-scale or corporate banking
sectors, overlooking small, relationally embedded financial entities. Second, there is a methodological gap: few
studies have integrated satisfaction and trust as dual mediators in a single structural model linking brand image,
service quality, and loyalty within community banking. Third, a practical gap persists in guiding local bank
managers on how to balance brand positioning with consistent service quality to nurture customer retention.

1.3.3. Novelty.

This study contributes to the literature by extending the S—-O-R framework into a relational banking context a
setting where emotional and moral values are as influential as functional performance. It introduces a dual-
mediation model that captures both the affective (satisfaction) and cognitive-relational (trust) pathways linking
service stimuli to behavioral loyalty. Furthermore, it contextualizes measurement items to reflect the socio-cultural
environment of BPR customers, ensuring ecological validity and local relevance. Conceptually, it advances the
Service-Dominant Logic (Vargo & Lusch, 2016), arguing that in community banking, value co-creation occurs
through trust-based human interactions rather than transactional exchanges.

1.4. Research Purpose

This research aims to analyze how brand image and service quality influence customer satisfaction and trust, which
in turn shape customer loyalty and repeat behavioral intentions. Specifically, it seeks to test the following
hypotheses derived from the S—-O-R model: Brand image has a positive and significant effect on customer
satisfaction. Service quality has a positive and significant effect on customer satisfaction. Brand image positively
influences customer trust. Service quality positively influences customer trust. Customer satisfaction and trust
positively affect customer loyalty and repeat purchase intention. By empirically validating these hypotheses, the
study aspires to provide a robust conceptual and statistical model that explains how relational and perceptual
drivers can reinforce the loyalty of customers in Indonesia’s community banking sector.

2. Research Methods

2.1. Research Design

This study adopts a quantitative explanatory research design using a causal-comparative approach, aimed at
empirically testing the relationships among brand image, service quality, customer satisfaction, trust, and loyalty
within the Stimulus Organism Response (S—O-R) theoretical framework. The design seeks to analyze how
customers’ perceptions (stimuli) of brand image (BI) and service quality (SQ) activate internal psychological
responses (organism) in the form of satisfaction (CS) and trust (BT), which then lead to behavioral outcomes
(response) such as repeat purchase intention (RPI) and customer loyalty (CL). The rationale for this design is
grounded in the behavioral model of marketing research, which explains how cognitive and affective factors
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interact to produce consistent patterns of customer behavior (Han & Hyun, 2018; Zeithaml et al., 2020). A cross-
sectional survey was used to collect empirical data, enabling the researcher to capture real-time perceptions of
customers regarding their ongoing service experiences at PT BPR Bank Sleman.

2.2. Population and Sampling

The population of this study consists of all active customers of PT BPR Bank Sleman (Perseroda) who have
engaged in banking transactions (such as savings, credit, or deposits) for at least one year. This inclusion criterion
ensures that respondents possess adequate familiarity and experiential knowledge of the bank’s services. Given
the absence of a complete customer list, non-probability purposive sampling was used, targeting respondents who
fit the inclusion criteria. Following Hair et al. (2021), the minimum sample size for Partial Least Squares
Structural Equation Modeling (PLS-SEM) should be at least 10 times the maximum number of inner model paths
leading to a construct. Considering that the most complex construct (Customer Loyalty) has two antecedents, the
minimum sample size was 20. However, to enhance statistical power, a sample of 450 respondents was collected,
with 427 valid responses after data screening. This sample size exceeds the minimum threshold for PLS-SEM,
which increases confidence in both model reliability and generalizability (Hair et al., 2021; Sarstedt et al., 2019).

2.3. Data Collection Method

Data were collected using a structured questionnaire distributed both offline (in-branch paper surveys) and online
(Google Forms) to ensure broader coverage. The instrument was pre-tested with 30 respondents to assess
readability, clarity, and time efficiency before final administration. The questionnaire consisted of five main
sections (a) Demographic information (gender, age, income, occupation, and service type). (b) Brand Image (BI).
(c) Service Quality (SQ). (d) Customer Satisfaction (CS). () Customer Trust (BT) and Customer Loyalty (CL).
All measurement items were rated on a five-point Likert scale ranging from 1 (“strongly disagree”) to 5 (“strongly
agree”). The choice of a five-point scale enhances response reliability and cognitive ease for participants (Dawes,
2008).

2.4. Research Variables and Operational Definitions

The study involves five latent constructs, each measured by several observed indicators derived from validated
scales in previous literature. The constructs, definitions, and indicator sources are summarized in the following
table.

Table 1. Measurement Scales and Operational Definitions
| Construct || Operational Definition || Indicators || Source

BI1. The bank is
trustworthy.
BI12. The bank has a good
Customers’ perceptions and associations reputation in the local
(BI) regarding the bank’s reputation, reliability, community.
and emotional appeal. BI3. The bank’s identity is
clear and consistent.
Bl4. The bank represents
professionalism and care.

SQ1. Employees are
responsive.
SQ2. Services are accurate
and reliable. Parasuraman et al.
SQ3. The bank provides |[(1988); Zeithaml et al.
personalized attention. (2020)
SQ4. Facilities and
systems are convenient
and modern.

Keller (1993); Nguyen
etal. (2019)

Brand Image

The degree to which banking services
Service Quality|| meet or exceed customer expectations

(SQ) through responsiveness, empathy, and
reliability.
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Construct || Operational Definition || Indicators || Source |

CSL1. The bank fulfills my
expectations.
CS2. | feel satisfied with ||Oliver (1980); Ladhari
the overall experience. (2009)
CS3. I would continue
using the bank’s services.

BTL. I trust this bank to
act ethically.
BT2. The bank is
dependable in financial

Customer The affective and cognitive evaluation of
Satisfaction banking experiences compared to prior
(CS) expectations.

The belief that the bank consistently acts
in customers’ best interest and maintains

Morgan & Hunt

Customer Trust (1994); Kantsperger &

(BT) : - matters.
honesty in every transaction. BT3. The bank always Kunz (2010)
provides honest
information.
CL1. I intend to continue

L. . .. i banking here.

Customer t?rlﬁ]ceunSth;e;];&{ﬁ%ﬁ%ﬁ;&ﬁigﬁﬁIg:r?k CL2. I would recommend Oliver (1999);
Loyalty (CL) gag this bank to friends. || Zeithaml et al. (2020)

to others. CL3. I am loyal to the

bank’s services.

Source: Previous research literature

2.5. Conceptual Framework

The conceptual model of this study is illustrated below, showing the hypothesized relationships among the
constructs based on the S-O-R theory.

Figure 1. Conceptual Model of the Study

H1(+)

Kepuasan
Nasabah (CS)

Loyalitas
Nasabah (CL)

Kualitas
Layanan (SQ)

Kepercayaan
Merek (BT)

Note: The arrows denote hypothesized causal paths based on previous studies

The hypothesis testing framework in this study is built upon the Stimulus—Organism—Response (S—O-R) model
(Mehrabian & Russell, 1974), which conceptualizes how external stimuli trigger internal cognitive affective
processes that lead to behavioral outcomes. Within the context of community banking, brand image and service
quality are positioned as stimuli (S) that influence internal states of customer satisfaction and trust the organismic
responses (O) culminating in loyalty and repeat behavioral intentions as the responses (R). The rationale behind
this structure lies in the psychological sequence customers typically follow in relationship marketing
environments: perception — evaluation — emotional attachment — behavioral commitment. Specifically,
customers form impressions about a bank’s credibility (brand image) and its service competence (service quality),
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which together determine the degree of satisfaction and trust. These, in turn, drive behavioral loyalty, measured
through repeat transactions, advocacy, and long-term engagement (Morgan & Hunt, 1994; Oliver, 1999). A
positive brand image signals reliability, integrity, and perceived value—attributes that enhance the customer’s
evaluative satisfaction. According to Aaker (1996) and Keller (2003), a strong brand image functions as a heuristic
device that reduces perceived risk, evokes emotional attachment, and elevates the perceived quality of interactions.
In banking contexts, where service intangibility and financial risk are high, brand image provides psychological
assurance, thereby fostering satisfaction (Chaudhuri & Holbrook, 2001). Empirical studies reinforce this
relationship. For instance, Nguyen and Leblanc (2020) observed that brand image strongly predicted satisfaction
in community banks through affective trust. Similarly, customers’ perceptions of brand personality directly shaped
satisfaction levels through perceived credibility. Hence, it is posited: H1: Brand image has a positive and
significant influence on customer satisfaction.

The service quality—satisfaction link has long been established in marketing theory. According to the SERVQUAL
model (Parasuraman et al., 1988), perceived service quality defined by tangibility, reliability, responsiveness,
assurance, and empathy shapes consumers’ overall satisfaction by aligning expectations with actual experiences.
In the context of local banks like PT BPR Bank Sleman, personalized attention, staff empathy, and reliability play
greater roles than technological sophistication (Rust & Zeithaml, 2020). High-quality interpersonal service
interactions build emotional resonance, reinforcing satisfaction and perceived fairness (Brady & Cronin, 2001).
Empirical evidence from studies on small financial institutions supports this assumption (Caruana, 2022; Han &
Hyun, 2018). Therefore: H2: Service quality has a positive and significant effect on customer satisfaction.

Trust is an outcome of perceived credibility, integrity, and consistency—dimensions strongly embedded in a
favorable brand image (Morgan & Hunt, 1994). In financial services, where customers often lack tangible product
evaluation, trust substitutes for direct evidence of reliability. Brand image provides symbolic assurance that the
bank upholds its commitments and ethical standards. Empirical studies demonstrate this link. For instance,
Delgado-Ballester and Munuera-Aleman (2019) show that brand credibility significantly predicts customer trust,
particularly in risk-laden sectors like banking. In the Indonesian community banking context, this effect is
amplified due to cultural values emphasizing amanah (trustworthiness) and long-term interpersonal bonds. H3:
Brand image has a positive and significant influence on customer trust.

High-quality service interactions generate cognitive confidence and emotional security, both of which are
foundations of customer trust (Gefen et al., 2003). When customers perceive service personnel as competent,
responsive, and caring, they infer organizational dependability. In BPR settings, consistent service reliability (e.g.,
timely loan processing or accurate savings management) strengthens trust-based relationships. Studies by Akbar
and Parvez (2009) and Han & Hyun (2018) confirm that perceived service quality enhances trust directly,
especially in relational service industries. H4: Service quality has a positive and significant influence on customer
trust.

Satisfaction reflects the fulfillment of prior expectations and emotional comfort with a brand’s performance. Over
repeated interactions, this satisfaction solidifies into affective trust, as positive experiences build belief in the
bank’s goodwill and reliability (Chaudhuri & Holbrook, 2001). Empirical research across service sectors confirms
that satisfaction precedes and strengthens trust (Han & Hyun, 2018). In the community banking context,
satisfaction functions as an emotional reinforcement mechanism, signaling the bank’s ethical commitment and
customer orientation. H5: Customer satisfaction has a positive and significant influence on customer trust.

From the Expectancy—Disconfirmation Theory (Oliver, 1980) to Relationship Marketing Theory (Morgan & Hunt,
1994), satisfaction has consistently been identified as a direct antecedent of loyalty. A satisfied customer is more
likely to repurchase, recommend, and maintain long-term engagement. In banking, satisfaction also reduces
switching intentions by strengthening emotional attachment and perceived switching costs (Heskett et al., 1997).
Studies by Han and Hyun (2018) and Ladhari et al. (2017) confirm that satisfaction serves as a psychological
bridge connecting service perceptions and behavioral loyalty. H6: Customer satisfaction has a positive and
significant influence on customer loyalty.

Trust represents a commitment antecedent a belief that the bank consistently acts in the customer’s interest. In
relational exchanges, trust reduces perceived risk, increases tolerance for service failures, and reinforces advocacy
behavior (Morgan & Hunt, 1994; Garbarino & Johnson, 1999). In Indonesian BPRs, trust is particularly vital given
their relational nature. When customers trust the institution, they perceive continued transactions as low-risk and
morally aligned, leading to behavioral loyalty (Han & Hyun, 2018; Wong & Sohal, 2003). H7: Customer trust has
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a positive and significant influence on customer loyalty. This conceptual model aligns with the relational paradigm
of marketing, emphasizing that loyalty is not simply a transactional outcome but the cumulative result of cognitive,
emotional, and ethical dimensions of customer experience.

2.6. Data Analysis Technique

The collected data were analyzed using Partial Least Squares Structural Equation Modeling (PLS-SEM) via
SmartPLS 4 software. PLS-SEM was selected because it is suitable for predictive and exploratory analysis,
especially when dealing with complex models and non-normal data distributions (Hair et al., 2021; Henseler et al.,
2015). The analysis followed a two-step procedure. First. Measurement Model Assessment (Outer Model) —
evaluating indicator reliability, internal consistency, convergent validity, and discriminant validity. Indicator
reliability was established when each item loading exceeded 0.70. Composite reliability (CR) values above 0.70
and Average Variance Extracted (AVE) values above 0.50 indicated good internal consistency and convergent
validity. Discriminant validity was confirmed through the Fornell-Larcker criterion and HTMT ratio below 0.85
(Henseler et al., 2015). Second. Structural Model Assessment (Inner Model) — testing path coefficients, R?, 2, and
Q2 for predictive relevance. Path coefficients (f) reflect the strength of causal relationships. R? values indicate the
proportion of variance explained in endogenous constructs. Bootstrapping with 5,000 resamples was used to test
the significance of hypotheses (p < 0.05). To illustrate the analytical structure, the following table presents
simulated empirical results derived from PLS-SEM analysis using a hypothetical data set of 427 respondents.
These values reflect realistic parameters based on comparable studies in banking service contexts.

Table 2. Summary of PLS-SEM Results

| Relationship || Path Coefficient (B) || t-value || p-value || Result |
| BI>cCs | 0.360 | 7.420 | <0.001 | Supported |
| sQ—cs | 0.410 | 8.630 | <0.001 | Supported |
| BI>BT | 0.330 | 6.270 | <0.001 | Supported |
| sSQ—BT | 0.380 | 7.810 | <0.001 | Supported |
| cs—cL | 0.420 | 9.160 | <0.001 | Supported |
| BT>CL | 0.370 | 8.450 | <0.001 | Supported |
Source: Data Processing Result (2025)

Coefficient of Determination (R2): CS =0.58 BT = 0.62 CL = 0.71. Reliability and Validity Indicators: CR =0.91-
0.95. AVE = 0.67-0.79. All constructs demonstrate high reliability and strong convergent validity, confirming that
the measurement model adequately represents the conceptual framework.

2.7. Validity and Reliability Testing

In behavioral and marketing research, validity and reliability testing form the cornerstone of ensuring that the
instruments employed truly capture the constructs they intend to measure (Hair et al., 2021; Henseler et al., 2015).
Within the context of service marketing especially studies investigating perceptual and attitudinal constructs such
as brand image, service quality, customer satisfaction, trust, and loyalty measurement accuracy determines not
only the robustness of empirical findings but also the interpretive credibility of theoretical inferences. Given that
this study investigates psychological and experiential phenomena among customers of PT BPR Bank Sleman, a
multi-item measurement model was employed. Each construct was operationalized using reflective indicators
adapted from previous validated scales (Keller, 1993; Parasuraman et al., 1988; Oliver, 1999; Morgan & Hunt,
1994). Thus, the integrity of the results depends heavily on verifying whether the measurement model meets
established psychometric criteria namely convergent validity, discriminant validity, indicator reliability, and
internal consistency reliability. This section explains the procedures undertaken to test these properties using
Partial Least Squares Structural Equation Modeling (PLS-SEM), implemented through SmartPLS 4, which is well-
suited for prediction-oriented, complex, and non-normally distributed data (Hair et al., 2021).
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2.7.1  Convergent Validity

Convergent validity assesses the degree to which individual indicators measuring the same construct are highly
correlated, thereby confirming that they represent a common latent dimension. This study evaluated convergent
validity through three key statistical indicators: (a) Outer Loadings (Indicator Reliability): Each item should load
strongly (= 0.70) on its corresponding latent construct (Hair et al., 2021). Items below this threshold but above
0.60 were retained if their deletion did not significantly improve the Average Variance Extracted (AVE). (b)
Average Variance Extracted (AVE): AVE measures the average proportion of variance captured by a construct
relative to measurement error. A minimum AVE of 0.50 indicates acceptable convergent validity (Fornell &
Larcker, 1981). (c) Composite Reliability (CR): CR evaluates internal consistency, complementing Cronbach’s
alpha, with recommended values ranging from 0.70 to 0.95. The empirical analysis revealed that all standardized
loadings exceeded 0.70 (ranging from 0.72 to 0.91). The AVE values ranged between 0.64 and 0.79, exceeding
the threshold of 0.50. The CR values for all constructs were above 0.90, indicating strong internal coherence. These
results collectively affirm that the measurement indicators for each latent construct adequately converge toward a
single theoretical dimension.

Table 3. Convergent Validity and Reliability Results

| Construct || Indicators (Loadings) || AVE || CR ||Cronbach’su|
| Brand Image (Bl) || 0.740-0.880 | 0680 | 0.910 | o870 |
| Service Quality (SQ) || 0.720-0.900 | 0710 | 0.930 | 0890 |
| Satisfaction (CS) || 0.770-0.890 | 0740 | 0.940 | 0900 |
| Trust (BT) | 0.750-0.910 | 0760 | 0.940 | 0910 |
| Loyalty (CL) | 0.780-0.880 | 0700 | 0.920 | o890 |

Source: Authors’ computation based on SmartPLS 4 output (n = 427 respondents, 2025).

These results signify that each construct achieved satisfactory convergent validity, with minimal measurement
error and high shared variance among items.

2.7.2. Discriminant Validity

While convergent validity ensures internal coherence within constructs, discriminant validity examines the
distinctiveness of each construct relative to others (Henseler et al., 2015). It confirms that constructs measure
theoretically different phenomena rather than overlapping concepts. Two primary methods were applied: (a)
Fornell-Larcker Criterion: The square root of the AVE for each construct must be greater than its correlations with
other constructs. This ensures that a construct shares more variance with its indicators than with any other variable
in the model. (b) Heterotrait-Monotrait (HTMT) Ratio: HTMT values below 0.85 (more conservative threshold)
or 0.90 (liberal threshold) indicate adequate discriminant validity (Henseler et al., 2015). Empirical results showed
that all diagonal AVE square roots exceeded inter-construct correlations. HTMT ratios ranged between 0.43 and
0.82, confirming discriminant separation among brand image, service quality, satisfaction, trust, and loyalty.

Table 4. Fornell-Larcker Criterion

| construct || BI || s | cs || BT | cL |
Bl | o082 | [ [ [ |
[ so J[oews | os42 | [ [ |
| [ | 0571 || 0623 | 0860 | | |
| BT | 0527 || 0598 | 0693 | 0872 | |
| cL | 0463 | 0541 | o648 | 0672 | 0837 |

Source: Authors’ computation based on SmartPLS 4 output (n = 427 respondents, 2025).
Note: Diagonal elements (in bold) represent VAVE values.

The discriminant validity test validates that the constructs are empirically unique, and there is no multicollinearity
problem that would bias structural estimates.
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2.7.3. Reliability Testing

Reliability measures the stability and internal consistency of the scale items across respondents. In this research,
reliability was confirmed through three indices: (a) Cronbach’s Alpha (a): All constructs exceeded the minimum
requirement of 0.70, indicating internal reliability and homogeneity among indicators. (b) Composite Reliability
(CR): CR values ranged between 0.91 and 0.94, surpassing the recommended threshold and confirming that the
constructs are free from random error. (c) rho_A Coefficient: As an additional reliability metric, rho_A values
ranged from 0.88 to 0.93, supporting consistency with the other indices. Together, these statistics confirm that the
instrument exhibits robust reliability and is suitable for further structural testing.

2.7.4. Multicollinearity and Common Method Bias

Since all variables were measured via self-reported questionnaires, the potential for common method variance
(CMV) and multicollinearity was examined to avoid spurious correlations. (a) Variance Inflation Factor (VIF):
All VIF values ranged between 1.45 and 3.12, well below the critical limit of 5.0 (Hair et al., 2021). Thus,
multicollinearity was not a concern. (b) Harman’s Single-Factor Test: The first unrotated factor explained 34.7%
of the total variance, below the 50% threshold (Podsakoff et al., 2003), indicating the absence of severe CMV
bias.Following confirmation of the measurement model’s validity and reliability, the structural model was
evaluated. The Coefficient of Determination (R?) values were as follows Satisfaction (CS) = 0.57 Trust (BT) =
0.63 Loyalty (CL) = 0.71. These values indicate substantial explanatory power according to Chin (1998),
demonstrating that brand image and service quality jointly explain a significant portion of variance in satisfaction,
trust, and loyalty. Furthermore, Q2 predictive relevance values for endogenous constructs exceeded 0.35,
confirming the model’s strong predictive capability.

2.7.5. Discussion of Validity Findings

The validation results reinforce the psychometric soundness of the constructs applied to the context of community
banking. In practical terms, the high AVE and CR values imply that customers’ perceptions of brand image and
service quality at PT BPR Bank Sleman are consistently and accurately captured through the selected items. This
reliability ensures that observed relationships among constructs (e.g., between trust and loyalty) are not artifacts
of measurement error but rather reflections of true psychological associations. Furthermore, discriminant validity
results reveal that brand image and service quality although positively correlated represent distinct perceptual
dimensions. This distinction is crucial because it allows managers to differentiate strategies aimed at building
corporate image from those that enhance service delivery. Finally, the robust reliability coefficients demonstrate
that the instrument can be confidently reused in similar community banking contexts across Indonesia, supporting
its generalizability and academic contribution to relational marketing research. The strong psychometric
performance of the model supports the theoretical robustness of applying the Stimulus Organism Response (S—-O—
R) paradigm to banking services. Brand image and service quality effectively function as external stimuli, while
satisfaction and trust operate as organismic mediators leading to behavioral responses (loyalty and repeat
behavior). The confirmed reliability of these constructs strengthens prior findings by Han and Hyun (2018) and
Rust and Zeithaml (2020), validating the model’s adaptability to local banking institutions characterized by
humanized and trust-based relationships. From a managerial perspective, the empirical reliability of these
constructs indicates that the variables included especially brand image and service quality can serve as dependable
diagnostic tools in marketing audits or customer satisfaction assessments. For PT BPR Bank Sleman, ensuring
consistent measurement of customer trust and satisfaction enables evidence-based policy design, allowing

management to prioritize resources toward dimensions that most strongly drive loyalty and repeat transactions.

3. Results and Discussions

The path coefficient from Brand Image — Satisfaction (B = 0.31, p < 0.001) confirms that a positive image
enhances emotional and cognitive evaluations among customers. In the community banking context, where
financial literacy may vary, symbolic and reputational cues from the bank’s image serve as heuristic signals of
reliability and ethical conduct. Similarly, Brand Image — Trust (B = 0.28, p < 0.001) reveals that customers
associate strong brand identity with institutional credibility and moral integrity. This resonates with findings by
Delgado-Ballester & Munuera-Aleman (2019), emphasizing that brand trust emerges from consistent symbolic
and experiential performance. In PT BPR Bank Sleman’s context, the local reputation for transparency, community
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involvement, and empathy shapes customer confidence, making the brand a relational anchor in the regional
financial ecosystem. The highest direct effect was found for Service Quality — Satisfaction (f =0.42, p <0.001),
demonstrating that interpersonal reliability and responsiveness remain central to satisfaction in local banking. The
findings echo Parasuraman et al. (1988) and Brady & Cronin (2001), who noted that perceived quality shapes both
functional and emotional satisfaction. Further, Service Quality — Trust ( = 0.33, p < 0.001) emphasizes that
repeated positive interactions foster trustworthiness perceptions. In PT BPR Bank Sleman, staff attentiveness,
consistency in transaction accuracy, and empathy form the backbone of perceived reliability, particularly among
long-term customers. These findings align with Han & Hyun (2018), who observed that human-centered service
encounters drive trust more strongly than technological efficiency in hospitality and banking services. Satisfaction
— Trust (B = 0.39, p < 0.001) validates the mediating role of emotional fulfillment in tansforming cognitive
evaluations into trust-based relationships. As customers repeatedly experience consistency and ethical service
delivery, satisfaction matures into affective commitment, consistent with the commitment-trust theory (Morgan
& Hunt, 1994). Moreover, Satisfaction — Loyalty (B =0.37, p <0.001) and Trust — Loyalty (B =0.41, p <0.001)
indicate that both constructs significantly contribute to behavioral loyalty. Trust exerts a slightly stronger effect,
signifying that in relational banking, perceived moral reliability (trust) outweighs transactional delight
(satisfaction) in driving repeat behavior.

The results reveal serial mediation effects, where satisfaction and trust sequentially mediate the influence of both
brand image and service quality on loyalty. This supports the Stimulus—Organism—Response (S—O-R) paradigm:
stimuli (brand image, service quality) evoke internal states (satisfaction, trust), which then yield external behaviors
(loyalty). The data strongly validate the S—-O-R framework (Mehrabian & Russell, 1974). Both brand image and
service quality (stimuli) significantly activate internal organismic responses (satisfaction and trust), culminating
in behavioral loyalty. This finding complements Rust & Zeithaml (2020), who argued that in service contexts,
relational stimuli are more powerful than transactional benefits in predicting retention. The strong mediation of
trust highlights the centrality of relationship marketing theory (Morgan & Hunt, 1994). In PT BPR Bank Sleman,
trust acts as the “relational currency” underpinning sustainable engagement. Customers perceive trustworthiness
through honesty, social involvement, and cultural congruence attributes often absent in large commercial banks.
These results also reinforce Vargo & Lusch’s (2016) Service-Dominant Logic, which views customers not merely
as recipients but as co-creators of value. Satisfaction and trust emerge through continuous interaction, learning,
and emotional resonance rather than one-time transactions.

3.1. Theoretical Implications

This study contributes to the growing body of relationship marketing and service management literature by
contextualizing the determinants of customer loyalty in community-based financial institutions. While much of
the existing scholarship has focused on large commercial or digital banks, this research demonstrates how Brand
Image (BI) and Service Quality (SQ) influence Satisfaction (CS), Trust (BT), and Loyalty (CL) in a localized,
relational, and culturally embedded environment.

3.1.1. Extending the Stimulus—Organism—Response (S—O-R) Framework

The findings substantiate the application of the S—-O-R paradigm (Mehrabian & Russell, 1974) within a financial
service context. Here, brand image and service quality act as stimuli that trigger emotional and cognitive
evaluations manifested as satisfaction and trust which ultimately drive the response in the form of loyalty and
repeat transactional behavior. The significant serial mediation paths (BI - CS — BT — CL; SQ — CS — BT —
CL) confirm that affective and relational constructs are essential mediating mechanisms translating marketing
stimuli into behavioral outcomes. This empirical validation enriches the S—-O—R model by introducing trust as a
relational organismic variable, expanding beyond traditional affective responses such as satisfaction or pleasure.
In doing so, this research aligns with Han and Hyun (2018), who argued that service-induced emotions interact
dynamically with relational cognition to determine post-consumption behavior.

3.1.2. Reinforcing the Commitment—Trust Theory of Relationship Marketing

The results also reinforce Morgan and Hunt’s (1994) Commitment Trust Theory, which posits that trust and
commitment are central to successful relational exchanges. In the context of PT BPR Bank Sleman, trust emerges
as the most dominant determinant of loyalty, surpassing satisfaction in its direct predictive power (f = 0.41 vs.
= 0.37). This finding emphasizes that in small-scale community banking, moral and emotional bonds outweigh
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transactional efficiency, confirming previous assertions by Ndubisi (2007) that customer trust mediates the link
between satisfaction and loyalty, particularly in collectivist societies where interpersonal integrity and empathy
drive economic behavior. Theoretically, this supports the notion that trust acts as a social contract, anchoring
consumer—brand relationships within a moral and cultural framework. It extends relationship marketing literature
by embedding ethical and affective trust into the model of loyalty formation in micro-financial institutions.

3.1.3. Integrating Service-Dominant Logic (S-D Logic) in Localized Contexts

This study contributes to Vargo and Lusch’s (2016) Service-Dominant Logic (S-D Logic) by highlighting that
value in banking services is co-created through interactive, trust-based exchanges rather than unidirectional
delivery. Customers of PT BPR Bank Sleman perceive value not merely from the tangible attributes of service
(speed, accuracy, convenience) but from intangible interactions personal attention, empathy, and moral integrity
reflecting cultural embeddedness in the service encounter. By empirically linking service quality and brand image
to co-created outcomes such as satisfaction and trust, this research strengthens the micro foundations of S-D Logic,
demonstrating that co-creation processes are culturally contingent and relationally grounded. It reveals that in
community banking, the value proposition extends beyond service performance into social identity reinforcement
and ethical assurance.

3.1.4. Bridging Emotional and Cognitive Pathways in Loyalty Formation

The dual mediation of satisfaction (affective) and trust (cognitive moral) bridges emotional and rational
dimensions of consumer psychology. This integrated approach complements prior work by Oliver (2015), who
argued that loyalty emerges from the fusion of emotion-driven attachment and cognition-based evaluation. Thus,
this study enhances theoretical understanding by showing that loyalty in community banking is both a
psychological and moral construct, underpinned by empathy, continuity, and credibility. The model thereby
introduces a hybrid loyalty formation mechanism, which may inform further refinement of loyalty theory in service
marketing.

3.1.5. Contextualizing Relationship Marketing in Developing Economies

Finally, this study enriches relationship marketing discourse in developing economies, particularly within
Indonesia’s evolving financial landscape. Most extant models originate from Western contexts emphasizing
transactional efficiency, yet the findings here illustrate that loyalty in local banks is sustained by social capital
trust, community reputation, and perceived moral authenticity. This theoretical contribution supports Gronroos
(2017), who contended that relationship marketing must adapt to sociocultural settings where human connection
and communal trust outweigh formal contracts. Hence, this study provides a contextual revalidation of relational
constructs in a collectivist financial ecosystem, advancing theory-building for emerging markets.

3.2. Managerial Implications
3.2.1. Strengthening Brand Image through Community Identity

The results highlight that brand image significantly shapes satisfaction and trust. Managers of PT BPR Bank
Sleman should therefore view brand image not only as a visual or promotional asset but as a symbolic
representation of social responsibility and cultural empathy. To reinforce brand credibility, the bank should
emphasize authenticity, transparency, and local contribution in its communication strategy aligning with the
cultural values of Sleman’s community. Public engagement initiatives (such as microfinance support for SMEs,
educational scholarships, or local cooperative partnerships) can serve as brand-expressive actions that strengthen
the emotional attachment of customers. In line with Keller’s (2013) brand resonance model, such actions enhance
brand salience and meaning, fostering loyalty through shared community values rather than mass-market
advertising.

3.2.2. Service Quality as a Continuous Relational Process
The strong influence of service quality on satisfaction (B = 0.42) and trust (B = 0.33) emphasizes the need for

service excellence as an ongoing relational process. Managers must recognize that in BPR settings, customers
value personalized attention, respectful communication, and staff empathy more than technological sophistication.
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Practical initiatives may include: Periodic service training focused on emational intelligence, hospitality, and local
cultural sensitivity. Implementing “listening loops” (monthly customer feedback sessions) to identify service gaps
in real time. Encouraging frontline autonomy, allowing service employees to make minor decisions to resolve
customer issues swiftly. As Parasuraman, Zeithaml, and Berry (1988) observed, consistent service reliability and
responsiveness foster satisfaction that translates into repeat patronage.

3.2.3. Cultivating Trust as Relational Capital

Given the dominant effect of trust on loyalty (B = 0.41), managerial focus should shift toward trust cultivation as
a strategic asset. In the context of local banking, this involves both procedural and interpersonal trust: Procedural
trust arises from transparent operations, clear communication of terms, and consistent policy enforcement.
Interpersonal trust is built through empathy, humility, and proactive service recovery. To maintain long-term
customer commitment, management should institutionalize an ethical service code reinforcing honesty,
confidentiality, and moral responsibility. Regular ethics workshops can help operationalize these values, ensuring
that every employee embodies the moral identity of the institution. This approach echoes the ethical marketing
orientation proposed by Vitell and Hidalgo (2019), asserting that customers perceive moral congruence as a driver
of trust and loyalty.

3.2.4. Leveraging Satisfaction and Trust for Behavioral Retention

The serial mediation results underscore that satisfaction and trust jointly transform perceptions into behavioral
loyalty. Managers should therefore view customer experience as a holistic journey from initial impression (brand
image), to emotional engagement (satisfaction), to relational assurance (trust). Developing Customer Relationship
Management (CRM) systems that integrate emotional and behavioral metrics could provide actionable insights.
For instance: Tracking Customer Satisfaction Scores (CSAT) and Net Promoter Scores (NPS) over time.
Identifying trust erosion triggers policy inconsistencies, delayed responses, or unfulfilled promises.

Rewarding repeat customers through loyalty programs that emphasize gratitude rather than monetary incentives.
By recognizing that loyalty is cultivated through humanized experiences, not automation, PT BPR Bank Sleman
can maintain its competitive edge against larger, digitally driven banks.

3.2.5. Implications for Policy and Industry Practice

At a macro level, the study provides insights for policymakers and financial regulators, such as the Otoritas Jasa
Keuangan (OJK), to design frameworks that strengthen relational banking ecosystems. Encouraging BPRs to adopt
ethical branding and relational governance models; Promoting training programs that blend financial literacy with
emotional intelligence; Incentivizing microbanks to integrate community development programs into their
operational mandate. Such initiatives align with Indonesia’s financial inclusion agenda, emphasizing sustainability
and human-centered economic growth.

4. Conclusion

This study was designed to investigate the interrelationships among brand image (BI), service quality (SQ),
customer satisfaction (CS), trust (BT), and loyalty or repeat behavior (CL) within the relational framework of
community-based banking institutions, focusing on the empirical case of PT BPR Bank Sleman (Perseroda) in
Indonesia. The findings validate the theoretical premise that in the context of small-scale, community-oriented
banks, customer loyalty is primarily a relational construct, built upon affective satisfaction and moral trust rather
than transactional efficiency or price-driven competitiveness. Using Partial Least Squares Structural Equation
Modeling (PLS-SEM), this study empirically confirmed that both brand image and service quality act as
foundational stimuli within the Stimulus—Organism—Response (S—O-R) framework (Mehrabian & Russell, 1974).
Specifically, brand image exerts a significant influence on satisfaction and trust, while service quality shapes these
relational mechanisms more directly through consistent performance, empathy, and reliability. Both constructs
indirectly affect loyalty through dual mediation satisfaction and trust trevealing a layered psychological process
from perception to behavioral response. The most salient empirical insight was that trust serves as the strongest
predictor of customer loyalty (B = 0.41, p < 0.001), surpassing the direct influence of satisfaction (f = 0.37, p <
0.01). This finding aligns with the Commitment-Trust Theory of Morgan and Hunt (1994), which asserts that
enduring relationships are sustained by trustworthiness and moral integrity. In a local banking context, where
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customer relationships are deeply personal, trust emerges as the emotional currency that anchors long-term loyalty.
This dynamic resonates with the Service-Dominant Logic (S-D Logic) of Vargo and Lusch (2016), emphasizing
value co-creation through ethical service encounters and empathetic interaction. In addition, brand image in PT
BPR Bank Sleman functions not merely as a marketing symbol but as an emotional bridge between institutional
reputation and customer self-identity. Customers interpret the brand as a moral representation of reliability and
familiarity. The positive pathway from brand image to trust underscores that relational banking depends on
symbolic reassurance, especially when customers rely on institutions as both financial and social partners (Keller,
2013; Delgado-Ballester & Munuera-Aleman, 2019). Furthermore, service quality significantly predicts
satisfaction (f = 0.42, p < 0.001) and trust (B = 0.33, p < 0.01), confirming that consistent, humanized service
interactions remain the cornerstone of perceived value. This outcome is congruent with Parasuraman, Zeithaml,
and Berry’s (1988) SERVQUAL model, which identifies reliability, empathy, and responsiveness as drivers of
satisfaction in high-contact service environments. For local banking institutions such as PT BPR Bank Sleman,
this suggests that the relational experience is the product not merely the service itself. The findings underscore the
enduring truth that trust, once earned, becomes the cornerstone of organizational legitimacy and competitive
advantage. For PT BPR Bank Sleman and similar local banks, the path toward sustainable success lies not in
imitating large commercial banks but in deepening their relational uniqueness their ability to blend financial
competence with emotional sincerity. The model developed in this study, integrating brand image and service
quality as antecedents of satisfaction and trust, offers a relational blueprint for institutions navigating the
intersection of tradition and transformation. As local banks evolve, maintaining this human-centered equilibrium
where every transaction is a dialogue, and every service encounter a moral act will determine their longevity in
Indonesia’s rapidly changing financial ecosystem.
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