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Abstract

The purpose of this study is to analyze the impact of Muslim religiosity on attitudes towards Islamic Banks, considering the
moderating role of public trust that exists towards these Islamic financial institutions. It identifies how trust towards Islamic
banks in terms of their conformity with Shariah principles and their safe handling of deposits would affect common attitudes
towards them. Data for the study was collected through questionnaires from 113 individuals participated in the survey. The data
was analyzed through correlation and regression analysis. Results showed that religiosity (belief, practice, knowledge, experience
and consequence) has positive impact on attitudes towards Islamic banks. It proved that the more a person is religion conscious
the more he/she is inclined towards Islamic banks. Moreover, it was confirmed that trust has positive relationship with attitudes
towards Islamic banks. However, results could not identify any signiﬁcant moderating role of trust on the relationship between
religiosity and attitudes towards Islamic banks. Practical implications of the results and avenues for further investigation are
discussed for future research.
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1. Introduction

Islamic Finance and in particular Islamic banking is growing tremendously in the flourishing global financial sector. Over the
years, Islamic banks have shown better ability of stabilization as compared to their peers, conventional financial institutions
(Setyobudi, Wiryono, Nasution, & Purwanegara, ZOIS)‘ It is evident from the fact that Islamic financial industry since 1ts
inception has fused itself in the worldwide financial system and has become a major component of the mainstream finance (Lee
& Ullah, 2007, 2008).

According to Kolar & Zabkar (2014) attitudes of the people play a pivotal role in shaping their behaviors and decision
making towards a particular object. Islamic banks are commercial financial institutions and just like other financial services
providers, they need positive buying public attitudes for their profitability and survival (Lee & Ullah, 2011). The abnormal
growth in Islamic banking industry in the past years is no doubt based on the peculiar attitudes of the people towards Islamic
finance (Faisal, Akhtar, & Rehman, 2014). In terms of Islamic banks, religiosity is the most prominent factor in building
positive public attitudes (Newaz, Fam, & Sharma, 2016)‘ People are even ready to forgo something extra in monetary terms in
order to get financial services that adhere to Islamic societal objectives and are in compliance with Shari'ah principles (Gerrard &
Cunningham, 1997). However, people would of course consider the element of trust and reliability towards a particular
institution before they can think of having any sort of commercial or philanthropic relationshipi Trust is the cornerstone of
customer-organization relationship‘ It is the most valuable asset for both businesses seeking and non for profit organizations. A
compromise on trust is the most immediate hazard to an organization that may even cease its existence (]iang, Jones, & Javie,
2008; Sargeant & Lee, 2004; Garbarino & Lee, 2003).

Many studies have been conducted to analyze how religious factors in people may affect their attitudes towards Islamic
banks (Lee & Ullah, 2011; Faisal, Akhtar, & Rehman, 2014; Souiden & Rani, 2015) and how these attitudes may ultimately
lead to their purchase intentions (Newaz, Fam, & Sharma, 2016; Souiden & Rani, 2015; AbouYoussef, Kortam, Abou Aish, &
El-Bassiouny, 2015). In a study conducted by Newaz, Fam & Sharma (2016), the impact of Muslim religiosity on attitudes
towards Islamic banks was examined using religiosity and its different dimensions (Belief, Practice, Knowledge, Experience and
Consequence) in a second order construct. Thus, the impact of religiosity as a whole has been discussed in differnet studies.
However, no attempt has been made to analyze other behavioral moderating factors that may adversely or positively affect the
relationship between the multidimensional religiosity and attitudes towards Islamic banks.

This research will consider the multidimensional variable of religiosity in a second order construct to examine how it
affects public attitudes towards Islamic banks. In addition, the current study intends to find how public trust towards these
institutions in terms of their conformity with Sharrah principles and their perceived safe handling of deposits would moderate
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the relationship between Muslim religiosity and attitudes towards Islamic banks. Interestingly, it is the first study to test trust as
a moderator between religiosity and attitudes from Islamic banks perspective. Therefore, findings can be helpful for Islamic
banks to understand how a customer’s religiosity and trust towards them may influence his attitudes and how may trust affect
the association between customer’s level of religious absorption and his attitude towards Islamic banks.

2. Literature Review

2.1 Attitudes

Attitudes are the major internal human psychological factors that influence the way consumers behave and make their decisions
(Abou Youssef, Kortam, Abou Aish, & El-Bassiouny, 2015). Attitude is defined as the favorable or unfavorable assessment of an
object or entity based on a specific psychological tendency (Eagly & Chaiken, 1993). According to a similar definition presented
by Lee (2012) “Attitude denotes a learned predisposition to respond to an object in a consistently favorable or unfavorable way”
(p. 10). In the sphere of attitude comes the assessment of the consumer’s evaluation, opinion and purchase intention towards a
particular object. (Kolar & Zabkar, 2014). Object is used here in a broader meaning. It includes product, service, people, brand,
issue etc. The definition of attitude that is more relevant to our study is the one presented by Butt & Aftab (2013). It says that
attitude is actually the opinion and perception of people about Islamic banks. Identifying attitudes is a difficult task as they are
actually mental tendencies that develop unconciously and direct our actions and decisions. Even people themselves some times
may be unaware of their specific attitudes towards a particular object (Abou Youssef, Kortam, Abou Aish, & El-Bassiouny,
2015). This behavior is more relevent to our research as when people were asked about their attitdue-religion relationship, they
came with vagou, ambigous and unjustified responses which hindered measureing the relationship between reliogion and
attitudes (Udell, 1965).

According to a review of 109 papers conducted on the theme of consumer’s attitudes, it was found that attitude highly
influences behaviors whenever some specific elements in it and in behavior coincide (Ajzen & Fishbein, I977>. Moreover, in
their study, usage of a moderator was suggested to enhance the ability of attitude in predicting behaviors. The suggestion Is very
much relevant to this paper, though, we are using attitude as a criterion variable. However, the moderating role of trust is
introduced to examine the impact of religiosity on attitudes of the people towards Islamic banks.

2.2 Multidimensional Religiosity and Attitudes towardss Islamic Banks

Religion is mainly measured by researchers through the variable of religiosity (Abou Youssef, Kortam, Abou Aish, & El-
Bassiouny, 2015). Religiosity can be defined as the level to which an individual adopts and practices the teachings of the religion
of his choice in his life (Davis, 2016) It 1s more than the affiliation of an individual with a particular religion. It is the extent of
commitment and the level of absorption of a particular religion in the individual’s life (Swinyard, Kau, & Phua, ZOOI).
Therefore, religiosity 1s a relatively broader and encompassing variable as compared to religioni Religiosity is not a
unidimensional term; rather, it has several dimensions that come together to determine the comprehensive level of religious
orientation in an individual as a whole. Its dimensions include belief, practice, knowledge, experience and consequence. The
factor “consequence” is described in literature as the way these factors influence our daily life (O'Connell, 1975; El-Menouar &
Stiftung, 2014) The current study will examine the tmpact of these dimensions in a second order construct of religiosity on
public attitudes towards Islamic banks. Many studies have proved the stronger influence of religiosity as compared to religion in
effecting individual’s behavior and decision making (Essoo & Dibb, 2004; McDniel & Burnett, 1990). According to Hirschman
(1983), like any other variable, religiosity highly effect a person’s life in terms of his wealth accumulation, studies, life style,
pursuits, family members and the major decisions a person may undertake in his life.

Attitudes of a person will always reflect his degree of religiosity. The more religiosity absorbed by an individual the
more it will be reflected in his attitudes. A person who is more religious will try to harmonize his attitudes and behaviors with
the tenet, laws and teachings of his religion. On the other hand, the more a person is liberal with regard to his religion the more
he would ignore his religious teachings in his attitudes towards different objects (Sood & Nasu, 1995).

Lives of the Muslims are highly influenced by their religious believes (Sulaiman, 2003). Islamic Shariah is the legal
law considered in performing all the worldly affairs by a Muslim. Thus, Muslims would consider the principles of Shari'ah
before expressing or developing their positive or negative attitude towards any object (Rehman & Shabbir, 2010). Their
attitudes towards any object would be sensitive to its legal status from Sharr’ah perspective to not circumvent any law or teaching
from the Islamic Shariah (Newaz, Fam, & Sharma, 2016). In line with many studies in existing literature who studied the
influence of religiosity on attitudes towards Islamic banks and financial products (Lee & Ullah, 2011; Faisal, Akhtar, & Rehman,
2014;Souiden & Rani, 2015; Newaz, Fam, & Sharma, 2016;Souiden & Rani, 201 5; Abou Youssef, Kortam, Abou Aish, & El-
Bassiouny, 2015), the current study would investigate the below given hypothestis:

Hi: Religiosity has positive impact on attitudes towards Islamic banks.
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2.3 Trust and Attitudes towards Islmic Banks

The variable trust caught attention in several fields of the social sciences in the last decades including psychology, sociology,
history, anthropology, economics and political science due to its utmost importance in the moderen world (Lewicki & Bunker,
1996). Though, trust seems to be a clear and concise human tendency, it is always based on some complex characteristics that
are difficult to be assessed and measured (Flavian, Torres, & Guinaliu, 2005). Several authors have described it in different ways.
According to Williamson (1993), “...trust is a term with many meanings” while McKnight and Chervany (1996) says “Trust is
itself a term for a clustering of perceptions”.

Nevertheless, trust is often conceptualized and measured in different ways by looking into its aspects such as
credibility, confidence, reliability, honesty or benevolence (Kantsperger & Kunz, 2010). An attempt was made in the psychology
literature to sketch the conceptualizations of trust. They attempted to divide trust in to two dimensions, the cognitive approach
and the emotional trust (Lewis & Weigert, 1985). The Cognitive trust is said to be constructed on “good rational reasons why
the object of trust merits trust” (Lewis & Weigert, 1985; p. 972). Trust here is considered to be an intellectual and logic based
selection. It gets screened and needs to be justified on the basis of assessing the ability, dependability and expectedness of the
object to be trusted (Riegelsberger, Sasse, & McCarthy, 2005; Johnson & Grayson, 2005). Emotional trust is the non-rational
based dimension of trust, instead of evaluating different characteristics of the object to be trusted, the trust derived
instantaneously with fast behavioral attitudes based on kindness, appealing, and goodwill of the object. Thus, our behaviors,
trust building and trust based attitudes are actually a combination of these two dimensions (Riegelsberger, Sasse, & McCarthy,
2005; Corritore, Kracher, & Wiedenbeck, 2003).

Trust has shown its irrefutable role in building customer-organization relationship in the current financial sector
(Sekhon, Roy, Shergill, & Pritchad, 2013) It develops good customer or individual attitude towards a commercial or
philanthropic organization, which people avoid with an organization whose credibility is doubted (]iang, Jones, & Javie, 2008).
From the perspective of the financial industry, there is no disagreement on the pivotal role of trust in the establishment and
sustaining of profitable customer relationship (Ennew, Sekhon, & Kharouf, 201 I)i In the Islamic banking context, trusting an
Islamic bank for your money is not enough as it must also comply with the Islamic financial principles. Even some in terms of
product quality and other basic services may be forgone; however, compliance with Shari’ah is hugely expected (Hoq, Sultana, &
Amin, ZOIO). Similarly, Osman et al (2009) highlighted the same distinguishing factor of Shari'ah compliance emphasizing that
even non-Muslims trust Islamic banks for their righteous business. In case of a study conducted by Butt (201 l) in Pakistan, it
suggests that a customer will not opt for an Islamic bank if he doubts their Sharr’ah compliant operations. This discussion leads
us to test the below hypothesis:

Hz: Trust has positive impact on attitudes towards Islamic banks.

2.4 Modetating Role of Trust on Religiosity and Attitudes rowards Islamic Banks

Trust moderates the relationship between religiosity and attitudes towards Islamic banks in away that this relationship will be
strong in case of trust of an individual towards an Islamic bank is high. It 1s already argued before that higher level of religiosity
positively impacts the attitudes of the people towards Islamic banks (Lee & Ullah, 2011; Faisal, Akhtar, & Rehman, 2014;
Souiden & Rani, 2015; Newaz, Fam, & Sharma, 2016)‘ Tt is further argued that this relationship would be week if the the banks
show non Shari'ah compliance in terms of their products and operations, reason being, people are even ready to forgo some in
monetary term only to get financial services and products that are in harmony with the principles of Shariah (Gerrard &
Cunningham, 1997)‘ Thus, the distrust over the products and services of the Islamic banks from an organizaitnal perspective
would not only develop negative behavioral attitude but would even ceize their existance as financial institutions. The same is
discussed by Jiang, Jones, and Javie (2008), Sargeant and Lee (2004) and Garbarino and Lee (2003) from general organizational

perspective. The above discussion supports the below mentioned hypothesis:

Hs: Trust moderates the positive relationship between religiosity and attitudes towards Islamic banks in a way that this
relationship would be strengthened when trust over these banks is high.
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Figure 1. Research Model

3. Methodology
3.1 Sample and Data Collection Procedure
Data was collected from 103 individuals in Pakistan who were either existing bank customers or having an intention to get
banked nearly. Individuals participated in the survey were from different education backgrounds and different qualification levels
i.e. from bachelors to doctorate level. Either existing or prospective bank customers were selected to get experience based data
from the respondents. Moreover, convenience sampling technique was used to collect the data through different sources
including, social media, internet based research groups, mobile based social applications and through other social and
professional networking websites using self-administered questionnaire technique. A cover letter was attached which explained
the purpose and aims of the study to respondents. Furthermore, Confidentiality and anonymity was assured to the respondents.
The participation of the respondents was voluntary.

In this study, among the 27% females and 73% male participants, majority of the respondents were below the age of
471. Similarly, 67% and 22% of the respondents were from the age scale of 18-31 and 31-41 years respectively while the rest
were above the age of 41. Participation by the participants having or pursuing master’s degree was dominating the other
qualification levels by being 67% of the total number of respondents. On the other hand the PGD holders were the least
participative in this survey with a participating ratio of 1.8%.

3.2 Measures
All the study variables were measured using a five point’s Likert scale where I represented the low degree of variable and 5
represented high value of variable.

3.2.1 Attitudes towards Islamic Banks
It was measured using the three items scale adopted by Newaz, Fam & Sharma (2016). One sample item of the scale is “Islamic

finance operates in accordance with the principles of Islamic law (or Shariah)”. The cronbach alpha reliability of this scale was
.88.

3.2.2 Multidimensional Religiosity

Religiosity is measured as a second order construct of belief, practice, knowledge, experience and consequence. The construct
measures the degree of the religious attachment and the level of religious absorption in an individual. We used a IS items scale
used by Newaz, Fam & Sharma (2016) to measure the variable of religiosity. It consisted of 5 dimensions including belief,
practice, knowledge, experience and consequence. The scale of belief consists of 4 items. A single sample question is “I Believe
that there is no other God but Allah and Mohammad (SWS) is his prophet”. The second dimension is practice. It contains three
items in its scale including “I Pray five times a day”. The third variable of religiosity is the religious knowledge. Its scale consists
of 3 items; “I Know the basic and necessary knowledge about my religion” is a single example of its scale. The second last aspect
of religiosity is the religious experience of an individual. It is measured through a 3 items scale including the item “Religion is
especially important because it answers many questions about the meaning of life”. Similarly, the last dimension of religiosity is
consequence. It is measured through a 2 items scale. One sample item of the scale is “I try to avoid any activity that hurts

others”. The cronbach alpha reliability of these scales was .97, .75, .83, .89 and .90 respectively.
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3.2.3 Trust

Trust towards Islamic banks was measured in the same way by using a S points likert scale of Amin, Isa, and Fontaine (2013). A
single sample item of the scale is “Islamic banks are truly concerned with Islamic principles” The cronbach alpha reliability of
this scale was .88.

3.3 Control Variables

In order to control the variations in the dependent variable attitudes towards Islamic banks caused by the demographic factors
included in the study, a one-way ANOVA was performed. According to the results obtained from one-way ANOVA (see Table
1), significant variations were found in attitudes towards Islamic banks across gender (F = 4.3 and p < .05), however, no
significant differences in the mean values of the dependent variable were found on the basis of age and qualification.

Table I. One-way ANOVA

Attitudes towards Islamic Banks

Source of Variation F Statistic P-Value
Gender 4.3 041
Age 17 92
Qualification .63 .6
4. Results
4.1 Descriptive and Correlation

Means, standard deviations and correlation statistics are given in Table 2.

Table 2. Means, Standard Deviations, Correlations and Reliabilities

Mean S.D 1 2 3 4 5 6 7
Belief 4.79 77 (97)
Practice 4.14 92 54 (75)
Knowledge 4.29 .87 G2 70 (.83)
Experience 4.63 .82 ROk .62 70 (.89)
Consequence 4.42 .87 .69 % S8 T2 (.90)
Attitudes 3.57 1.08 297 35 40 28%* 23% (.88)
Trust 3.29 1.05 27 3T 35 26%* 257 7T (.88)

n=113; alpha reliabilities are given in parenthesis.

Table 2 indicates that there is strong positive association of the 5 dimensions of religiosity named as belief (.29, p
<.0I), practice (.35, p <.001), knowledge (.40, p <.001), experience (.28, p <.0I) and consequence (.23, p <.05) with
attitudes towards Islamic banks. These results are providing primariiy support to our hypothesis 1. Similarly, the table also
shows that trust (.71, p <.001) is also maintaining a strong positive association with the dependent variable attitudes towards
Islamic banks, thus, providing initial support to our hypothesis number 2.

4.2 Regression Analysis

The multiple regression analysis technique was used to measure the impact of religiosity and trust on attitudes towards Islamic
banks. Moreover, the moderating role of trust was also examined using the same technique. Table 3 represents results obtained
from the regression analysis‘ Results indicate that religiosity has positive impact on attitudes towards Islamic banks (B= 213,
p=.046), therefore, Hypothesis I is accepted. Similarly, results show that trust has strong positive effect on attitudes (B= .678,
p=.000), thus, Hypothesis 2 is also accepted.

Table 3. Moderated Regression Analysis

Attitudes towards Islamic Banks

Predictors B R2 AR2

Step 1

Control variables .037

Step 2
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Religiosity 213

Trust 6787 525 488w
Step 3

Religiosity x Trust -0.079ns 529 .044
n= 113,

*=p <.05. ®=p < 0I. **=p <,001. ns = not significant

In order to test Hypothesis 3, the moderated regression analyses developed by Cohen, West, and Aiken (2013) was
used to measure the moderation effect. In this approach, in the first step the control variable is entered, in the second step the
independent variables along with the moderating variables are entered and in the third step the interaction term is entered
(interaction term is the product of the mean of the independent variable and the moderating variable) which in case of
significance indicates moderation. Table 3 presents the results of our moderated regression, results show that trust does not
moderate the relationship between religiosity and attitudes towards Islamic banks (B= 079, p=.360), thus, hypothesis 3 is not
accepted.

S. Discussion

Empirical results are found supporting two proposed hypothesis of our study. It has been found that the dimensions of
religiosity are having strong independent relation with the dependent variable. Moreover, the second order construct religiosity
as a whole was found to have positive impact on attitudes towards Islamic banks. Thus, higher the religiosity in an individual
higher would be his inclination towards Islamic banks. It is in line with the fact that the more a person is religion conscious the
higher will be the absorption of religion in his life. This higher degree of religiosity would be reflected in his actions through his
attitudes towards the objects around him. The individual will strive to develop a consistent and sustainable harmony in his
attitudes with the beliefs and teachings of his religion. This would not be the case if the individual has liberal thoughts regarding
his religion or is having lower level of religiosity. This is true for religion oriented Muslims, as their religious teachings have great
impact on their lives. They before developing their attitudes towards an object would consider Shariah commandments
regarding that particular act or object. Therefore, Islamic banking being in compliance with Sharr'ah principles will always be
preferred by Muslim individuals having religious inclination. However, the degree of this inclination will always determine their
level of favorable attitudes towards Islamic banks. These findings were in support of many previous studies including Lee and
Ullah (2011), Faisal, Akhtar, & Rehman (2014), Souiden and Rani (2015) and Newaz, Fam and Sharma (2016).

There is scarcity of literature over the subject of relationship of trust with attitudes from Islamic banks’ perspective.
Our study found that there is strong positive relation between trust and attitudes towards Islamic banks. This is in line with the
few studies discussing some relevent behavioral aspects and their role in determining attitudes towards Islamic banks (I—qu,
Sultana, & Amin, 2010; Osman et al, 2009; Butt, 2011). It means higher the level of trust towards Islamic banks higher would
be the favorable attitudes towards them. Hence, it endorses the view of trust being the corner stone of customer-organizaiton
relationship, either the relationship is commercial or philanthropic in nature. From Islamic banks’ perspective, trusting an Islamic
bank goes beyond the limits of good services and safe deposits handling, which may be necessary but not suffecient for an
Islamic bank to be trusted. Islamic banks to be trusted needs to comply with the Islamic law of contracts and business
transactions. People may even forgo some in terms of services or quality but would not tolerate any non-Shari’2h compliance by
the Islamic banks. They would not trust and opt for any Islamic bank whose operations are doubtful from Shari'ah perspective.
Therefore, higher trust in terms of Shariah compliance and safe deposits handling of Islamic banks would of course boost
favorable attitudes of the people towards them.

Surprisingly, insignificant moderating role of trust was found. It was observed that trust does not moderate the
relaitonship between religiosity and attitudes towards Islamic banks, which is against our proposed hypothesis. At the same time,
no existing literature is available to explain such moderating role of trust and its possible impact on the relationship between
religiosity and attitudes. The unexpected result may be due to the fact that Islamic banks currently are very less in number and
similar in operations to each other. Therefore, people do not have much options to switch from less trusted to a more trusted
Islamic bank. Secondly, Muslims would of course prefer Islamic banks over their conventional counterparts when it comes to
decide for opting between the two, because religious inclination would always instigate for some how Shariah compliant
banking as compared to interest based conventional banking.

6. Practical Implications

It is recommended for Islamic banks and regulatory bodies supervising Islamic banks to create awareness and educate people
about the distinct status of Islamic banking. It should be clarified that Islamic banks work under the principles of Sharrah and
do not indulge in any Islamically prohibited activity. Moreover, the difference between conventional and Islamic banking must
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also be made clear so that people with religious inclination can be banked due to their highly favorable attitudes towards Islamic
banks. Secondly, Islamic banks are advised to maintain high level of credibility and trustworthiness. Trust in terms of Sharr'ah
compliance and safe handling of deposits have strong influential role in building positive attitudes towards Islamic banks.
Regulatory bodies in cooperation with Islamic banks may develop a robust mechanism ensuring complete Shariah compliance
and safe deposit handling so that trust of the customers may not be compromised.

7. Limitations and Directions for Future Research

The findings and practical implications should be dealt with vigilance and carefulness due to several limitations of this study.
Data was collected through convenient sampling technique sourced through a cross sectional design. Moreover, the study was
based on a small sample size of 113 respondents where majority of the respondents were male. Therefore, generalizability may
be considered with caution. Thus, it is recommended that future studies may adopt a probability sampling technique sourced by
data lag sampling design. Furthermore, to ensure generalizability, future researchers are advised to use a larger and diverse sample
size. At the same time, they may consider other independent variables like image of Islamic banks. Similarly, other behavioral
variables like consumer’s knowledge may be used as moderators to further explain the attitudes towards Islamic banks from
different possible dimensions.
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