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Abstract  

One of the primary measures considered in the customer relationship management 

(CRM) of banks and financial institutions is assessing the service environment in 

various forms of needs assessment and satisfaction assessment. Customer satisfaction 

refers to the evaluation and judgment of customers regarding the perceived quality of 

the service provided according to their expectations. Countries have designed and 

implemented various indicators to measure customer satisfaction, known as the national 

index. Each of these customer satisfaction indicators has strengths and weaknesses. In 

this research, we used Iran's national customer satisfaction index as a composite index 

of existing indices. We evaluated it in Shahed Shahed Financial Institution. On the one 

hand seek to confirm and apply the combined customer satisfaction index in 

organizations and financial institutions. On the other hand, For the first time, this 

combined index is used to measure the satisfaction of customers of Shahed Microfinance 

institution. This research study is helpful for managers of microfinance institutions by 

providing practical recommendations.   
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Introduction  

Microfinance institutions (MFIs) use all 

their financial capacities to help needy 

people. Microfinance, including 

financial innovations in providing 

facilities to underprivileged villagers, 

originated in Asia and then spread 

worldwide. Today, in addition to 

providing facilities to customers, 

microfinance institutions have turned to 

services such as payment, insurance, and 

long-term housing facilities (Hartarska 

et al., 2010). Microfinancing is one of 

the effective ways of financial services 

to support people in different 

countries(Bassem, 2008, p. 343). Thus, 

MFIs provide micro-credits, and small 

loans, to low-income individuals 

(Cordeiro,2019, p. 20). 

In Iran, the micro-financial system has 

yet to be dealt with independently, and 

mainly banks and some financial and 

credit institutions have provided 

services to micro and large depositors. 

The vacuum of the creation and 

expansion of various credit institutions 

in the country led to the formation of 

institutions with various monetary and 

credit activities using the name of 

Microfinance institutions since 1969 as 

non-commercial institutions to help the 

needy. 

In Iran, Microfinance institutions have 

various forms: family and friends, 

Microfinance institutions, mosques, 

Microfinance institutions, and 

Microfinance institutions of credit 

unions and cooperatives. Some of these 

institutions have no legal registration 

and no legal personality; For example, 

family and friendly Microfinance 

institutions, some of which have legal 

personality and are under the 

supervision of the laws of the Islamic 

Economic Organization, such as 

Microfinance institutions of Ghadir, 

Sadra, Ansar al-Hussein, Farhangian, 

Sakhvat, Sahib al-Zaman, Ansar al-

Mahdi. Finally, some Microfinance 

institutions have legal personality and 

are under the supervision of the Central 

Bank, such as the Microfinance 

institutions of Javid, Shahed, and 

Resalat.   

Microfinance institutions (single-branch 

and multi-branch) under the supervision 

of the Central Bank have a statute and 

executive instructions for the 

establishment, operation, and 

supervision of Microfinance 

institutions. These institutions are 

controlled and supervised by the 

independent auditor and the central 

bank. They have a license or activity 

license with a two-year validity. After 

the expiration of its validity period, it 

will be renewed by the Central Bank for 

another two years if all the standards set 

by the Central Bank are observed".   In 

addition, these types of institutions, 

according to the executive instructions 

for the establishment, operation, and 

supervision of loan institutions issued by 

the Central Bank, are allowed to receive 

4% of the operating fee for current and 

development costs from the place of 

granting facilities to their loan 

applicants. Therefore, Microfinance 

institutions are such famous institutions. 

Due to the benevolent intentions of the 

founders and the nature of the 

Microfinance contract, this institution 

has been considered a charity 

organization.    

With this brief explanation of 

Microfinance institutions and their 

various forms and a brief statement of 

the quality of work of Microfinance 
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institutions under the supervision of the 

Central Bank, it should be noted that the 

institutions can achieve their goals 

successfully when they are continuously 

aware of the service process and the 

attitude and level of satisfaction of their 

members to plan and make the right 

decision. Because today, all 

organizations have realized that 

customer satisfaction is the guarantee of 

their survival. Many researchers of 

customer satisfaction believe that 

customer satisfaction is one of the 

essential factors in repeat purchases by 

retrieving services. In this way, the 

customer's satisfaction with a product or 

service affects the change in the 

customer's attitude and intention toward 

that product or service. Therefore, a 

customer's satisfactory experience of a 

product or service leads to repeating the 

behaviour of buying or receiving a 

service(Lin et al., 2011, p. 277). Recent 

marketing studies have emphasized 

improving perceived quality, perceived 

value, and customer satisfaction results 

to improve business performance and 

competitive advantage(Wang et al., 

2004; De Leon et al., 2020). Therefore, 

with feedback obtained by measuring 

customer satisfaction, Microfinance 

institutions can be aware of the 

weaknesses and strengths in the service 

process and improve their customers to 

improve and repair their faults. The 

practical purpose of the present study.  

In addition, to measure customer 

satisfaction (CSM), various indicators 

have been designed and implemented by 

countries known in scientific forums 

like the National Customer Satisfaction 

Index. Each of these indicators in 

measuring customer satisfaction has its 

strengths and weaknesses; This means 

that one aspect of the phenomenon of 

customer satisfaction has been 

considered, and other elements have 

been ignored. Therefore, this research 

aims to measure and evaluate customers' 

satisfaction with the quality of service at 

Shahed Microfinance Institution in Iran. 

 

Literature Review  

The Customer Satisfaction 

By reviewing the literature on customer 

satisfaction, we find that researchers 

have provided many different opinions 

on the definition of customer 

satisfaction. In this way, Lingenfield 

considers customer satisfaction as a 

psychological feeling, which is the result 

of comparing the specifications of the 

received product with the needs or wants 

of customers and social expectations 

about the product(Kang & James, 2004, 

p. 269). Based on the definition above, 

satisfaction is formed through a 

cognitive comparison of the perceived 

performance of a product or service and 

the customer's expectations before 

purchase (Fuller & Matzler, 2008). 

Rapp defines customer satisfaction as an 

individual perspective of the customer 

that results from making constant 

comparisons between the organization's 

actual performance and the customer's 

expected performance (Kang & James, 

2004, p. 269). Thus, Rapp formulates 

customer satisfaction as follows: 

The actual performance of the 

organization - customer expected 

performance = customer satisfaction. 

Richard Oliver (1980, 1999) believes 

that his Dissatisfaction causes customer 

satisfaction with the difference between 

customer expectations and the quality he 

has received: 
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Customer’s perception of quality- 

Customer expectations = customer 

satisfaction 

Usually, customers of services and 

products use previous knowledge to 

evaluate the quality of the service or 

product. Therefore, the more customers 

understand the quality of products or 

services, the higher their expectations 

will be from that product or service. 

Gordon and McDougall (2000) believed 

that  

Customer satisfaction is based on the 

customer's judgment based on the 

customer's previous perceptions of the 

quality of the selected product or service 

(Amrit et al., 2019). Therefore, 

according to the above definitions, three 

conditions are necessary to realize 

satisfaction: The first condition is the 

existence of expectations that must be 

formed. The second condition is the 

formation of evaluations, and the third is 

that expectations and evaluations allow 

direct comparison. 

 

Conceptual Framework  

Management experts have considered 

customer satisfaction as one of the most 

important tasks and priorities of 

management of production and service 

organizations. They have felt the need 

for constant and stable commitment of 

senior managers to attract customer 

satisfaction as the central precondition. 

To this end, manufacturing and service 

organizations should organize their 

activities to do whatever is most 

important to customers in the best 

possible ways. Therefore, for an 

organization to be able to measure 

customer satisfaction, it must have a 

model which has a solid and organized 

theoretical foundation so that it can use 

it to evaluate and measure the 

satisfaction of its customers. Based on 

this, various satisfaction indicators 

(CSI) such as the American Customer 

Satisfaction Index (ASCI), European 

Customer Satisfaction Index (ESCI), 

Swedish Customer Satisfaction Index 

(SWSCI), and Malaysian Customer 

Satisfaction Index (MSCI). were 

developed (Fornel et al., 1996; Johnson 

et al., 2001, Terblanche., 2006 & 

Krishnamurthy et al., 2010). National 

customer satisfaction indices are used in 

different countries, both in the 

production sector and service 

organizations, to evaluate and measure 

the quality of the product or service. 

The first national customer satisfaction 

the index was developed and used by 

Professor Claes Fornell in 1989 in 

Sweden. After that, in 1998, the 

European Union began to create a 

customer satisfaction index, the initial 

studies of which were conducted in 

1999 in industrial sectors. Finally, the 

results of this index were published in 

2000. After that, other European 

countries such as Austria, Denmark, the 

Netherlands, France, and Switzerland 

started creating a national customer 

satisfaction index(Grigoroudis & 

Siskos, 2004). In addition, other 

countries worldwide, such as the United 

States, Malaysia, and Iran, have 

developed a national customer 

satisfaction index. 

In this research, the Iran Customer 

Satisfaction Index in the banking 

industry, a combination of existing 

indicators, has been used to assess 

members' satisfaction with the quality 
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of services of Shahed Microfinance 

Institution. This index has been designed 

and validated by Rehman Seresht and 

Hossein Khademi (2007) in the 

Monetary and Banking Research 

Institute of the Central Bank. This 

indicator of customer satisfaction 

examines customer satisfaction with its 

consequences. This model's drivers of 

customer satisfaction are customer 

expectations, perceived quality, value, 

and mental image. In addition, the 

customer satisfaction index in Iran has 

consequences such as customer loyalty 

and customer dissatisfaction (Rahman 

Seresht & Khademi, 2007). Table 1 

compares Iran's national customer 

satisfaction index with the national 

indicators of other countries.  

 

 

 

 

Table 1 

 

 

 

Table 1, Comparison of Iran's national customer satisfaction index with national indicators of other 

countries 

 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Relation 

with 

customer  

Supplier 

organization 

image  

Perceived 

value  

Customers’ 

expectations 

for product 

quality 

Customers’ 

expectations 

for service 

quality 

Customers’ 

complaint 

Customer’s 

loyalty 

Customer’s 

expectations 

index 

name 

National 

customer 

satisfaction 

   *  *  *  *  *  * ACSI 

  *  *  *  *   *  * ESSI 

   *  *  *   *  * MAUI 

 *    *  *  *  * SCSI 

  *  *  *  *  *  *  * ICSI 
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In the following sections, the 

components of ICSI are explained: 

 

Perceived quality: 

Perceived product quality is customers' 

judgment of a product's or service's 

overall benefits (Lin et al., 2011, p. 

277). Service quality has been designed 

and identified by service companies to 

influence competitive advantage in the 

market. On the other hand, from the 

point of view of customers, the service 

or product quality component is an 

integral part of the promised service or 

product (Hu et al., 2009, p.112). Quality 

assessments are performed at different 

levels to understand a product's or 

service's overall quality. These product 

or service quality evaluations start at the 

visible level and expand to a more 

abstract level (Edward & Sahadev, 

2011, p. 330). Generally, Evidence 

indicates that perceived quality is the 

most important factor affecting 

customer satisfaction and loyalty (Brady 

et al., 2002; Chu et al., 2012; Oliver, 

1999 & Angelova & Zekiri, 2011).  

In this study, the perceived quality of 

Shahed Microfinance institution service 

refers to the service the institution 

provides in both hardware and software 

(interactive elements). Also, this study 

directly presents the relationship 

between perceived quality and perceived 

value. (Figure 1).  

 

Perceived expectations: 

Perceived expectations refer to customer 

expectations regarding product and 

service quality. Fulfilment of customers' 

perceived expectations regarding the 

quality of a product or service creates 

more satisfaction in them towards that 

product and service (Frank & Enkawa, 

2009: 73). According to Oliver (1980): 

“… the customers’ perceived 

expectations of the probability of 

occurrence of events consists of positive 

and negative ones. Cadotte, Woodruff & 

Jenkins (1982) proposed that 

satisfaction refers to comparisons 

between expectations (the level of trust) 

and what has been experienced 

concerning performance (the level of 

compatibility) (quoted by Truong & 

Foster, 2006). If customers perceive the 

product or service quality remains 

constant, and their perceived 

expectations increase, they will likely be 

disappointed in purchasing or receiving 

the service. As a result, less satisfaction 

will be created in the customer. 

Therefore, predicting and considering 

the increase in the quality of goods and 

services compared to customer 

expectations can cause less 

disappointment and, as a result, more 

customer satisfaction(Frank & Enkawa, 

2009, p. 73). 

In this study, the perceived expectations 

are referred to as the ratio of Shahed 

Microfinance institution (benevolent 

lending) facilities and services to 

customers' fulfilled expectations (Safety 

level) concerning facilities in practice 

(compatibility level). Also, this study 

directly presents the relationship 

between perceived expectations and 

perceived value. (Figure 1). 

 

Perceived value: 

Perceived value and customer 

satisfaction towards a product or service 

can be understood in a framework where 

the perceived quality of that product or 

service is a determining factor for 
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both(Scridon et al., 2019). Chen and 

Chen (2010) believe that perceived 

value is a customer's overall evaluation 

of tangible and intangible costs and 

benefits. Increasing the perceived value 

of customers towards a product or 

service leads to an increase in their 

satisfaction. On the contrary, the 

decrease in customers' perceived value 

towards a product or service leads to a 

decline in satisfaction(Scridon et al., 

2019). Studies (For example, Baker & 

Crompton, 2000; Yoon & Uysal, 2005) 

show that perceived value is one of the 

most significant factors in customers' 

satisfaction and loyalty. 

In this study, the perceived value of 

Shahed Microfinance institution 

(benevolent lending) facilities and 

services is based on Wang et al. (2004) 

assessment by customers concerning the 

desirability of assisting in Shahed 

Microfinance Institution (benevolent 

lending) based on what is perceived in 

terms of opportunity cost and emotional, 

practical and societal benefits.  

Moven and Minor (2002) believe that 

using products or services creates 

cognitive and emotional experiences 

towards consumption in customers. 

Therefore, using a product or service is 

a necessary and effective stimulus for 

the emotional behaviour of customers 

towards personal events(Kusumawati& 

Sri Rahayu, 2020, p. 220). 

In this research, the Relation between 

perceived value and Mental image is 

direct. Therefore, increasing customers' 

perceived value will increase their 

Mental image of the Shahed 

Microfinance institution (Figure 1). 

 

 

Mental image: 

A mental image is a general idea about 

the company providing a product or 

service created in the consumer's mind 

(Askariazad & Babakhani, 2015). In 

other words, the mental image is a 

customer's perception of an organization 

that is recorded in her memory (Keller, 

1993 ). The mental images of customers 

towards the organization that provides 

the product or service, for reasons such 

as persuasion, attitude change, the 

direction of customer behaviour and 

interpretations, have been seriously 

considered in marketing research( 

Gavilan & Avello, 2020). 

In this research, the mental image refers 

to the set of knowledge (beliefs and 

imaginations) and actions (feelings) that 

members have in mind regarding the 

financial services of the Shahed 

Microfinance institution. Also, this 

study directly presents the relationship 

between mental image and overall 

satisfaction. (Figure 1). 

 

Overall satisfaction:  

Considering that the overall satisfaction 

is based on all the customers' past 

experiences with the organizations that 

provide the product or service, the 

overall satisfaction can be considered a 

function of all the previously obtained 

satisfactions, which are updated after 

each transaction, just like the perceived 

expectations of customers regarding the 

perceived quality of the service or 

product, which is updated after each 

transaction (Jones & Suh,2000). 

Hansemark & Albinsson (2004) believe 

that satisfaction comes from the general 

attitude of customers about the service 

provider or their emotional reaction to 
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the difference between what they expect 

and what they receive(quoted by 

Angelova & Zekiri, 2011: 238). 

Therefore, the scope should exceed 

customers' expectations regarding 

products and services. 

In this study, the overall satisfaction 

regarding loan Shahed Microfinance 

institution service refers to positive 

assessment and delight those members 

have regarding facilities and fulfilling 

their expectations. Overall, customer 

satisfaction has a positive and direct 

relationship with customer loyalty. In 

addition, customer satisfaction has an 

inverse and antagonistic relationship 

with customer dissatisfaction  (Figure 1). 

 

Loyalty:  

Oliver (1999) believes loyalty is a 

powerful dedication to buying a creation 

or receiving a particular type of service 

again in the future so that the same 

brand, product, or service is purchased. 

Quach et al. (2016) and Meleddu et al. 

(2015) claimed that with an increase in 

customer satisfaction, their loyalty 

increases too. Siddiqi (2011), 

In their study, they looked at the 

relationship between service or product 

quality attributes, customer satisfaction 

and customer loyalty in the banking 

industry of Bangladesh. They 

emphasized that loyal customers to the 

organization providing the service or 

product reduce the potential costs of 

attracting new customers. Because the 

cost of advertising to attract new 

customers can be up to five times higher 

than the costs that the organization pays 

to retain existing customers (Segoro, 

2013, p. 307). 

In this study, loyalty toward loan Shahed 

Microfinance institution service refers to 

the maintenance of deep commitment to 

Shahed Microfinance institution service 

in behavioural (others' recommendation 

to receive service) and attitudinal (the 

tendency to return and receive service 

again). Therefore, this study presents the 

relationship between satisfaction and 

loyalty directly. Therefore, increasing 

the level of satisfaction perceived by 

Customers will increase their loyalty to 

the Shahed Microfinance institution 

(Figure 1). 

 

 

Dissatisfaction: complaining or not 

complaining:  

Customer satisfaction refers to the 

judgment and evaluation of customers 

regarding the quality of services or 

products provided to see if those 

products or services meet our 

expectations. For this reason, 

Dissatisfaction is also raised when the 

quality of services or products is far 

from our expectations(Amri, 2019, p. 

87). Generally, Dissatisfaction can be 

viewed as a negative assessment and 

unpleasant feeling formed in customers 

due to a lack of expectation fulfilment or 

lack of desirable expectation fulfilment. 

From Oliver’s (1980) perspective, 

Disapproval of a product or service 

provided harms customer satisfaction. 

For example, customers of a product or 

service can complain to the supplier 

about their poor performance. When it is 

time to repurchase the product or 

service, they can refer to another 

supplier organization(Ferguson & 

Johnston, 2011). 
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In this study, members' Dissatisfaction 

and complaining or not complaining 

about Shahed Microfinance institution 

service refer to members' negative 

assessment and unpleasant feelings 

toward receiving service and not 

fulfilling their expectations (with or 

without oral feedback). Therefore, in 

this study, the relationship between 

satisfaction and Dissatisfaction is 

presented inversely and negatively. 

Therefore, the decrease in the level of 

satisfaction perceived by customers 

leads to their Dissatisfaction with the 

Shahed Microfinance institution (Figure 

1). 

According to the complex index 

introduced for Iranian customer 

satisfaction, a conceptual model of 

members’ satisfaction with the service 

quality of the Shahed Microfinance 

institution is illustrated in figure 1.  
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Figure 1 
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Figure 1: Conceptual model of members' satisfaction with the services quality of  the Shahed Microfinance institution 
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Research hypotheses:  

General research hypothesis 1: The 

Customers' satisfaction with the quality 

of Shahed Microfinance institution 

quality is at a desirable level. 

General research hypothesis 2: The 

complex index of customer satisfaction 

in the Shahed Microfinance institution 

has the goodness of fit. 

 Minor research hypothesis 1: There is a 

significant direct difference between the 

perceived quality and value by the 

members of the Shahed Microfinance 

institution.  

Minor research hypothesis 2: There is a 

significant direct difference between the 

perceived expectations and value among 

the members of the Shahed 

Microfinance institution.  

Minor research hypothesis 3: There is a 

significant direct relationship between 

the value and mental image of the 

members of the Shahed Microfinance 

institution.  

Minor research hypothesis 4: There is a 

significant direct relationship between 

the mental image and the Overall 

satisfaction of the members of the 

Shahed Microfinance institution.  

Minor research hypothesis 5: There is a 

significant direct relationship between 

Overall satisfaction and loyalty among 

the members of the Shahed 

Microfinance institution.  

Minor research hypothesis 6: There is a 

significant inverse relationship between 

Overall satisfaction and Dissatisfaction 

among the members of the Shahed 

Microfinance institution.  

 

Research Method:  

The current study is descriptive and 

correlational and, in terms of type and 

purpose, is an applied project. Also, in 

terms of research strategy, It has been 

quantitative and of the survey type. In 

this vein, research data in 2021 were 

created by a 21-item questionnaire taken 

from the complex index of Iranian 

customers' satisfaction which is in the 

form of a 5 Likert scale range, from 

strongly disagree to strongly agree, via 

telephone with 659 members of the 

Shahed Microfinance institution from 

32 districts using Cochrane's and Sharp's 

sampling formula (with significant level 

0.04, the level of acceptance 95%, and p 

and q equal to 0.5). The participants 

were chosen using the stratified random 

sampling method during a two-month 

course. Furthermore, seven questions 

were adjusted and inserted into the 

questionnaire to assess participants' 

demographic features.  

The following have been the variables 

and characteristics of this customer 

satisfaction survey:  

1. The perceived quality variable 

(with features: satisfaction with 

communication and information 

systems, satisfaction with physical 

facilities, and satisfaction with 

responses)   

2. The perceived expectations 

variable (with features: satisfaction with 

the current procedures, satisfaction with 

service procedure, and satisfaction with 

accuracy and appropriateness) 

3. The perceived value variable 

(with features: satisfaction with 

opportunity cost, satisfaction with the 

loan Shahed Microfinance institution 

procedural advantage, and satisfaction 
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with the loan Shahed Microfinance 

institution social advantage)  

4. The mental image variable (with 

features: the efficiency of the received 

loan, the punctuality of the accepted loan, 

the consideration and supportiveness of 

the staff)  

5. The overall satisfaction variable ( 

with features: having a positive 

assessment, meeting personal 

expectations, and surpassing service 

expectations)  

6. Loyalty variable (with 

components: interest in requesting the 

loan again, recommending the loan to 

others, and informing others about the 

positive points of the Shahed 

Microfinance institution) 

7. Dissatisfaction variable (with 

features: not meeting the expectations, 

dissatisfied and expressing it, 

dissatisfied and not describing it)   

Having collected, coded, and extracted, 

the researchers analyzed and tested the 

data using SPSS26 and Smart-PLS2 for 

descriptive and inferential analysis.  

 

Research Findings  

Findings, including descriptive and 

inferential analyses, are presented as 

follows: 

1. Descriptive findings 

Table No. 2 shows members' 

satisfaction level with the quality of 

services provided by the Shahed 

Financial Institution. 

 

Table 2 

Table 2, Distribution of central statistics and variable dispersion of members' 

satisfaction with the service quality of the Shahed Microfinance Institution and its components 

 

 

 

 

 

max Min SD  cutoff  mean 
number 

of items  

variable and 

its components 

104.0

0 

27.00 10.839 63 76.006 21 Satisfaction 

variable 

15.00 27.00 1.592 9 9.145 3 Perceived 

quality component 

15.00 27.00 1.720 9 11.754 3 The component 

of perceived expectations 

15.00 27.00 1.859 9 11.154 3 Perceived value 

component 

15.00 27.00 2.032 9 11.409 3 The mental 

image component 

15.00 27.00 2.363 9 10.655 3 Overall 

satisfaction component 

15.00 27.00 2.197 9 8.189 3 Loyalty 

component 

13.00 27.00 1.947 9 4.303 3 Dissatisfaction 

component 

659 Total sample 

(number of valid 

observations) 
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As the findings in Table 2 also show, the 

variable of the level of satisfaction of the 

members towards the service quality of 

Shahed Microfinance institution with an 

average of 76.006 (with a cutoff score of 

63) is above the cutoff score (test 

average), and it is at a reasonable level.  

2. The inferential findings of the 
research 

In this part, research hypotheses are 

tested. Therefore, first, the normality or 

non-normality of the variables needs to 

be reported. The results of the KS test 

showed that the data were not normally 

distributed, and the researcher used non-

parametric tests. (P<0.01). In the 

following sections, results for the two 

general hypotheses are presented. 

General research hypothesis 1: The 

Customers' satisfaction with the quality 

of Shahed Microfinance institution 

quality is at a desirable level. 

The results of Chi2 are presented in 

Table 3. 

 

 

 

 

Table 3 

 

Table 3, Chi2 test for testing general research hypothesis 1 

 

O-E Expected 

Frequencies 

(E) 

Observed 

Frequencies (O) 

Members' satisfaction 

with the service quality of  

the Shahed Microfinance 

institution 

-159.8 164.8 5 Low 

-107.8 164.8 57 Somehow 

329.3 164.8 494 High 

-61.8 164.8 103 Very High 

659 N 

 

659  :Valid observations       0.000   Sig:      Chi-Square: 906.517       df : 3 
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The findings of Table 3 show a 

significant difference between the 

members' level of satisfaction regarding 

the quality of service provided by 

Shahed Microfinance institution in 

terms of the current situation and the 

desired situation (P<0.01). In addition, 

the comparison of the difference 

(residual) values of the observed 

frequency and the expected frequency 

for each class indicates that the observed 

frequency of satisfaction of the members 

in the high class is higher than the 

expected frequency, and also the 

observed frequency in other classes. 

Therefore, the members' satisfaction 

level is at a desirable level. Thus, the 

research hypothesis is confirmed\ . 

General research hypothesis 2: The 

complex index of customer satisfaction 

in the Shahed Microfinance institution 

has the goodness of fit. 

In this part, to test the second hypothesis 

and the first to sixth minor hypotheses of 

the research, multivariate analysis and 

structural equation modelling using 

Smart-PLS2 software have been used 

due to the non-normality of the data 

distribution. The results of running the 

model in terms of non-standard 

coefficients and standard coefficients 

are shown in graphs 2 and 3, 

respectively:  
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Figure 2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. The structural empirical model (path) and the modified measurement of the composite index of Iran's 

customer satisfaction in the Shahed Microfinance institution based on non-standard coefficients  
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Figure 3 

 

 

 

 

 

 

 

 

  

 

  

 

 

 

 

 

 

 

 

 

 

 
Figure 3. The structural empirical model (path) and the modified measurement of the composite index of Iran's customer 

satisfaction in the Shahed Microfinance institution based on standard coefficients  
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Three models are tested in evaluating 

models using Smart-PLS2 software: 

external, internal, and general 

experimental. The external model is 

equivalent to the measurement model in 

structural equations and shows the 

relationships between the hidden and 

apparent variables (in this research, 

indicators). The internal model is 

equivalent to the structural model (path 

analysis) in structural equations and 

examines the relationships between 

latent or hidden variables. In addition, 

the overall model involves the general 

assessment of the model. In the 

following, the evaluation and testing of 

the model (path) and the measurement of 

the composite index of Iranian 

customers' satisfaction in the Shahed 

Microfinance institution are discussed: 

 

1. Evaluation of the external model 
(measurement model):  

In the structural equation modelling, 

through Smart-PLS2 software, to 

examine the appropriacy of the 

measurement models, the criteria of 

validity check (convergent validity and 

divergent validity) and reliability check 

(internal consistency) are used. 

 

A.Convergent validity check: 

The external factor loadings (cross-

sectional) of measures or indices and 

average variance extracted (AVE) are 

used to examine the convergent validity. 

Therefore, if the factor loadings are 

higher than 0.4 and the AVE value for 

each construct is higher than 0.5, the 

convergent validity of that construct is 

confirmed. The results of convergent 

validity (transverse factor loadings and 

AVE) of the measurement model of the 

composite index of customer 

satisfaction in Iran's Shahed 

Microfinance institution are shown in 

tables 4 and 5, respectively: 
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Table 4 

Table 4, The results of cross-sectional factor loadings of customer satisfaction indicators of the 

components of the Shahed Microfinance Institution 

 

Dissatisf

action 

Loyalty Overall 

satisfactio

n 

Mental 

image 

Perceived 

value 

Perceived 

expectatio

ns 

Perceived 

quality 

 

        Hidden variable                                                              

(components) 

 

 

 

Observable variables 

(indicators 

  
     0.202 Satisfaction with 

communication and 

information systems  
     0.850 Satisfaction with physical 

facilities  
     0.898 Satisfaction with 

accountability  
    0.861  Satisfaction with existing 

procedures  
    0.937  Satisfaction with the service 

process  
    0.915  Satisfaction with the 

correctness of doing the job 

    0.836   Satisfaction with 

opportunity cost 

    0.753   Satisfaction with the 

Shahed Microfinance 

institution's operational 

advantage 

    0.817   Satisfaction with the 

Shahed Microfinance 

institution's social 

advantage 

   0.861    Usefulness and 

effectiveness of loans 

   0.920    Timely lending 

   0.795    Considerable and 

supportive staff 

  0.883     Having a positive 

evaluation 

  0.909     Meeting individual 

expectations 

  0.922     Beyond service 

expectations 

 0.038      Interest in getting a loan 

again 

 0.964      

 

Advise others to get a loan 

 0.900      Express the positive 

features of the fund to 

others 

0.835       Failure to meet expectations 

0.788       Dissatisfaction and 

expression of dissatisfaction 

0.745       Dissatisfied and not 

expressing dissatisfaction 
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As it is shown in the results of Table 4 

and also Figure 2, The values of 

transverse factor loadings of the 

indicators of the components of the 

composite index of customer 

satisfaction in Iran's Shahed 

Microfinance institution correlation 

between the observable variables 

(indexes) and the latent variables ( The 

components) (however, to measure the 

perceived quality and fidelity, the 

indexes 1 and 16, respectively, have not 

indicated an acceptable correlation with 

the measured structures). 

 

 

 

 

Table 5

Table 5, AVE index for the components of customer satisfaction in Iran based 

The average variance extracted(AVE) 
Research Constructs 

(Components of Customer Satisfaction) 

0.579 Mental image 

0.818 Overall satisfaction 

0.644 Dissatisfaction 

0.523 Loyalty 

0.818 Perceived expectations 

0.740 Perceived quality 

0.624 Perceived value 

 

 

 

 

 

 

 

 

 

 

As it is shown in Table 5, the coefficient 

of average variance extracted (AVE ) 

all research constructs is higher than the 

acceptable value (0.5). Therefore the 

convergent validity of the constructs is 

confirmed. 
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B- Examining divergent (diagnostic) 

validity: 

For the divergent validity, Fornell and 

Larcker's index is used. Divergent 

validity is acceptable when the AVE for 

each construct is greater than the shared 

variance between that construct and 

other constructs in the model. A 

structure in the model interacts more 

with its indicators than with different 

structures. In the partial least squared 

method and structural equation 

modelling, this is done by a matrix 

whose elements contain the values of the 

correlation coefficients between the 

constructs and the primary diameter of 

the root matrix of the AVE values of 

each construct. 

 

 

 

Table 6 

 

Table 6, Divergent (diagnostic) validity of the components of the combined index of customer 

satisfaction in Iran based on the Fornell and Larcker index 

 

Perceived 

value 

Perceived 

quality 

Perceived 

expectations 

Loyalty Dissatisfaction Overall 

satisfaction 

Mental 

image 

Research 

Constructs 

(Components 

of Customer 

Satisfaction) 

      0.760 Mental image 

   
  0.904 0.746 

Overall 

satisfaction 

    0.802 0.694 0.574 Dissatisfaction 

   0.723 0.209 0.362 0.339 Loyalty 

  
0.904 0.292 0.509 0.797 0.740 

Perceived 

expectations 

 
0.860 

0.776 
0.258 0.466 0.698 0.664 

Perceived 

quality 

0.789 0.687 0.793 0.336 0.527 0.815 0.723 
Perceived 

value 

 

 

As Table 6 represents, the root value of 

AVE of the desired structure, which is 

located in the houses in the principal 

diameter of the matrix, is higher than the 

correlation value of the structure with 

other structures located in the lower and 

left elements of the principal diameter. 

Therefore, the latent variables (the seven 

components of Iran's composite 

customer satisfaction index) interact 

more with their indicators than other 

constructs. Thus, the divergent validity 

of the model is at an acceptable level. 
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C - Reliability check (internal 

consistency): 

Cronbach's alpha is a classic index for 

reliability analysis and represents a 

strong tradition in structural equations 

that provides an estimate for reliability 

based on the internal correlation of 

items. The suitable and acceptable value 

for it is more significant than 0.7. 

However, compound reliability is also 

used due to the sensitivity and 

underestimation of Cronbach's alpha 

coefficient for the number of items. The 

superiority of composite reliability over 

Cronbach's alpha is because the 

reliability of structures is not calculated 

in absolute terms but is calculated 

according to the correlation of their 

structures with each other. The 

acceptable value of composite reliability 

is more significant than 0.7. 

 

 

 

 

Table 7 

 

Table 7. Cronbach's alpha coefficient and composite reliability coefficient of customer satisfaction 

components 

 

Composite reliability Cronbach’s alpha 
Research Constructs 

(Components of Customer Satisfaction) 

0.894 0.822  Mental image  

0.931 0.889 Overall satisfaction 

0.832 0.730 Dissatisfaction 

0.725 0.402 Loyalty 

0.931 0.888 Perceived expectations 

0.726 0.438 Perceived quality 

0.844 0.724 Perceived value 

 

 

 

 

Table 7 indicates that Cronbach's alpha 

coefficients for the research constructs, 

except for loyalty and perceived quality, 

are higher than the acceptable value of 

0.7. On the other hand, the composite 

reliability coefficients of all the research 

structures are higher than the excellent 

value of 0.7; therefore, the reliability of 

the structures is confirmed.  
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2- Evaluation of the internal model 
(structural model or path) 

A- Structural model path coefficients 

(significant coefficients): 

In this section, all the paths shown in the 

internal model (relationships between 

structures based on research hypotheses) 

are evaluated in terms of the significance 

of the T-test. Thus, if the confidence 

level of the test is above 1.96 and 2.58, 

it will be approved at the confidence 

level of 95 and 99, respectively. 

Therefore, as shown in Figure 2, all 

hypotheses of the model (except the 

effect of perceived quality on perceived 

value) are accepted, and their T value 

was significant at the 99% confidence 

level. 

B- Checking the coefficient of 

determination: 

The value of the determination 

coefficient that shows the sum of the 

explained variance of the dependent 

variable (in this research, the overall 

satisfaction component) from the 

independent variables (in this research, 

the components of perceived quality, 

perceived expectations, perceived value, 

and mental image) in the structural 

model. It was equal to 0.716, which is a 

significant and proper level. 

C- Examining the research 

hypotheses: 

Table 8 shows the results of the research 

hypotheses: 

  

Table 8 

Table 8, The results of testing the minor research hypotheses 
 

 

Results 

  

 

Research hypotheses 

Standard 

Coefficients 

Non-Standard 

Coefficients 

Significance 

Level 

value T 

rejected 0.180 P>0/05 0.999 Minor research hypothesis 1: There is a  significant 

direct difference between the perceived quality and 

value among the members of the Shahed Microfinance 

Institution.  

confirmed 0.653 P<0/01 3.943 Minor research hypothesis 2: There is a significant 

direct difference between the perceived expectations 

and value among the members of the Shahed 

Microfinance Institution.  

confirmed 0.824 P<0/01 14.152 Minor research hypothesis 3: There is a significant 

direct relationship between the value and mental image 

of the members of the Shahed Microfinance Institution.  

confirmed 0.846 P<0/01 15.926 Minor research hypothesis 4: There is a significant 

direct relationship between the mental image and the 

Overall satisfaction of the members of the Shahed 

Microfinance Institution.  

confirmed 0.363 P<0/01 2.972 Minor research hypothesis 5: There is a significant 

direct relationship between Overall satisfaction and 

loyalty among the members of the Shahed 

Microfinance Institution.  

confirmed - 0.695 P<0/01 9.236 Minor research hypothesis 6: There is a significant 

inverse relationship between Overall satisfaction and 

dissatisfaction among the members of the Shahed 

Microfinance Institution.  
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Table 8 also shows that all minor 

hypotheses except for the first minor 

hypothesis have been confirmed at the 

error level of 0.01. 

3. Evaluation of the General Model 

In PLS, unlike the covariance-based 

method, there is no index to measure the 

entire model. However, experts have 

introduced a general index called 

goodness of fit (GOF) to check the 

model's fitness. This index is the square 

root of two values; The average 

determination coefficients (R2) are in the 

form of the following formula: 

 

 

 

 

 

 

Wetzler et al. (2009) have introduced 

values of 0.10, 0.25, and 0.36 as weak, 

medium, and substantial values for 

GOF, respectively. This value for the 

tested model of the current research was 

0.666. Therefore, according to the 

findings obtained from the overall 

evaluation of the model, the second 

general hypothesis of the research is that 

the complex index of customer 

satisfaction in the Shahed Microfinance 

institution has the goodness of fit 

confirmed. 

 

Discussion  

In general, the results of this research in 

the descriptive analysis section have 

shown that 90.6 per cent of the members 

(597) have a high and very high level of 

satisfaction with the service quality of 

Shahed Microfinance institution. In 

addition, this is also true concerning the 

components of satisfaction, except for 

the element of loyalty and 

Dissatisfaction. Therefore, the level of 

members' Dissatisfaction with the 

service quality of Shahed Microfinance 

institution has been reported at a low 

level, which of course, is desirable. The 

level of satisfaction with the perceived 

quality of the service of Shahed 

Microfinance institution has also been at 

an average level. Therefore, the 

enormous contribution to the low level 

of this rate is related to the members' 

level of satisfaction with the quality of 

the communication and information 

system, which showed a value of 1.48. 

Hence, to improve the quality of the 

Shahed Microfinance institution's 

communication and information 

systems, it is suggested to use electronic 

indicators such as the preparation of an 

electronic brochure from the set of rules 

and regulations of the Shahed 

Microfinance institution, preparation of 

a podcast of frequently asked questions 

of Shahed Microfinance institution 

members, and preparation of a virtual 

tour of the Shahed Microfinance 

institution service process. In addition, it 

is recommended to evaluate the Shahed 

Microfinance institution's 

communication and information 

systems based on specific indicators to 

identify its strengths and weaknesses.  

Furthermore, the results of inferential 

analysis and comparative analysis have 

shown that the members' level of 

satisfaction regarding the service quality 

of the Shahed Microfinance institution is 

reasonable for the benefit of many and 

very high classes. Also, under the 

multivariate analysis, it was determined 

𝑮𝑶𝑭 = √𝑹𝟐 ∗ 𝐂𝐨𝐦𝐦𝐮𝐧𝐚𝐥𝐢𝐭𝐲 

𝑮𝑶𝑭 = √𝟎. 𝟓𝟐𝟗 ∗ 𝟎. 𝟖𝟒𝟎 = 𝟎. 𝟔𝟔𝟔 
 



    
 A Int. J. Manage. Bus., Vol 7 (1), 50-76, Winter 2023 

 

   

  73  
 

that the motives of customer satisfaction 

affect the members' overall satisfaction 

with the service quality of the Shahed 

Microfinance institution. Therefore, to 

maintain and improve this amount, the 

following points are recommended: 

❖ Considering the necessary 

measures to provide resources and pay 

the loan as soon as possible and remove 

the obstacles and challenges facing the 

Shahed Microfinance institution, 

including Engagement with the 

founding board and Central Bank, as 

well as defining the organizational 

position to provide financial resources 

other than the membership fee of the 

members can be helpful to in this 

context. 

❖ Taking several exceptions into 

account for early settlement and 

repayment of facilities to the member 

despite having one or two loan 

instalments, this issue can be used as an 

incentive mechanism for deposit holders 

of a certain amount and above. 

❖ Diversification in the provision 

of facilities to the members by removing 

the limit for facility payments in a 

synergistic interaction with the Central 

Bank. 

❖ Expediting the provision of 

services by electrolyzing the process of 

providing the members with services. 

❖ Wide-ranging establishment 

and serious activity of customer 

relationship management (CRM) to 

identify and satisfy the needs and 

problems of the members. 

 

 

Conclusion  

The present research results have shown 

that the level of satisfaction of the 

members with the services provided by 

Shahed Microfinance institution has 

been at a desirable level. Therefore, the 

first general hypothesis of the research 

has been confirmed. In addition, the 

inferential results of the research in the 

multivariate analysis section showed 

that the second general hypothesis of the 

research is that the composite index of 

customer satisfaction in Iran among the 

members of Shahed Microfinance 

institution has the required adequacy 

and has been approved. Because on the 

one hand, the results of structural 

equation modelling showed the 

confirmation of all the research 

hypotheses except the first partial 

hypothesis of the research (that is, the 

effect of the perceived quality structure 

on the perceived value) at the error level 

of 0.01. On the other hand, the GOF 

index with a value of 0.666 indicates the 

optimal fit of the reproduced 

experimental model of the composite 

index of customer satisfaction in Iran 

among the members of the Shahed 

Microfinance institution. Therefore, the 

results of the present research, while 

strengthening the theoretical literature 

used, with the results of the investigation 

of Oliver (1980)., Fornell (1996), and 

Siddiqi (2011) regarding the role of 

service quality with customer 

satisfaction, Baker and Crompton 

(2000), Yoon and Uysal (2005) and 

regarding the role of perceived value 

with customer satisfaction, 

Fornell(1996)., Oliver (1999).,  Quach 

et al. (2016) and Meleddu et al. (2015) 

regarding the role of customer 

satisfaction on customer loyalty, 

correspond and empirically strengthen 

them. 
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