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ABSTRACT 

Consumer preference has been a missing component in the development of Islamic 

home financing products. The views of consumers on the existing and new Islamic 

home financing products are generally overlooked by Islamic banks, although they are 

one of the most important stakeholders of Islamic banks. This issue has been evidently 

observed when Islamic home financing products are often criticized by the customers. 

Exploring factors which can improve consumer preference will offer a new 

understanding on customers’ preference for Islamic home financing. Drawing upon 

the theory of planned behaviour (TPB), the innovation diffusion theory (IDT) and the 

theory of interpersonal behaviour (TIB), this study proposes a model to examine 

consumer preference for Islamic home financing as opposed to other types of 

financing. The role of attitude and religious satisfaction as a mediator and a 

moderator, respectively are also examined. The model is tested using survey data from 

760 respondents who are the employees of public universities in Malaysia. 

Universities are selected because they have a good mix of respondents both covering 

professional and non-professional groups, reflecting the actual mix of bank customers 

of Islamic banks. The data are later analyzed using Partial Least Squares (PLS) since 

this method is appropriate when the model developed is complex and it is also used 

for the purpose of theory development. This study finds that product range, financial 

benefit, service quality, Islamic bankers’ knowledge and the perceived risk of Islamic 

home financing are instrumental in determining consumer preference of Islamic home 

financing. Moreover, maqasid consumer index is a powerful predictor of consumer 

preference of Islamic home financing. It is also reported that Islamic bankers’ 

knowledge, perceived risk of Islamic home financing and Islamicity of debt policy are 

instrumental in determining consumers’ attitude. On the same note, consumer 

religiosity is found to be a key predictor of attitude. Attitude and religious satisfaction 

are evidently proven as significant mediator and moderator, respectively. In addition, 

information search is instrumental in influencing the consumer affective factor 

towards the Islamic home financing preference. The current study findings offer 

valuable insights for managers of Islamic banks to plan Islamic home financing 

offerings effectively. Findings of this study offer guidelines and benchmark which can 

help bank managers to formulate new approaches to further improve consumer 

preference of Islamic home financing products. The model of the current study 

addresses the interrelationship between the variables, thereby providing a better 

understanding of consumer preference. It provides fresh perspectives on the effects of 

critical success factors and consumer factors on consumer preference. Similarly, new 

perspectives are also found as these factors are also the determinants of consumers’ 

attitude, and thus add to the negligible literature on how different factors influence 

consumers’ attitude. It also offers new perspectives on the role of religious satisfaction 

as a moderator and the role of attitude as a mediator, often neglected in prior Islamic 

home financing literature.  

  



 

 

 

iii 

 
ABSTRACT IN ARABIC 

 

 

  



 

 

 

iv 

APPROVAL PAGE 

The thesis of Hanudin Amin has been approved by the following: 

 

 

_____________________________ 

Dzuljastri Abdul Razak  

Supervisor 

 

 

 

_____________________________ 

Abdul Rahim Abdul Rahman  

Co-Supervisor 

 

 

 

_____________________________ 

Ahasanul Haque 

Internal Examiner 

 

 

 

_____________________________ 

Nor Hayati Ahmad 

External Examiner 

 

 

 

_____________________________ 

Izah Mohd Tahir 

External Examiner 

 

 

 

_____________________________ 

Md Yousuf Ali   

Chairman 

  



 

 

 

v 

DECLARATION 

I hereby declare that this dissertation is the result of my own investigations, except 

where otherwise stated. I also declare that it has not been previously or concurrently 

submitted as a whole for any other degrees at IIUM or other institutions. 

 

Hanudin Amin 

 

Signature ...........................................................              Date .........................................  



 

 

 

vi 

COPYRIGHT PAGE 

INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA 
 

 

DECLARATION OF COPYRIGHT AND AFFIRMATION 

OF FAIR USE OF UNPUBLISHED RESEARCH 

 

 
Copyright © 2015 by International Islamic University Malaysia. All rights reserved. 

 

 

 

CONSUMER PREFERENCE AND BEHAVIOUR OF ISLAMIC 

HOME FINANCING: A STUDY OF POTENTIAL HOME BUYERS 

IN MALAYSIA 

 

 
I hereby affirm that the International Islamic University Malaysia (IIUM) holds all 

rights in the copyright of this Work and henceforth any reproduction or use in any 

form or by means whatsoever is prohibited without the written consent of IIUM.No 

part of this unpublished research may be reproduced, stored in a retrieval system, or 

transmitted, in any form or by any means, electronic, mechanical, photocopying, 

recording or otherwise without prior written permission of the copyright holder. 

 

 

 

 

 

 

 

 

Affirmed by Hanudin Amin. 

 

 

 

 

 

 

…………………………….                     ……………….. 

     Signature                                                   Date 

 



 

 

 

vii 

ACKNOWLEDGEMENTS 

Firstly, I thank Allah (S.W.T) for giving me the strength in completing this thesis. 

Because of Him, this thesis finds its way out. I would also like to thank to the people 

who have supported me throughout my PhD study at the International Islamic 

University Malaysia (IIUM). Without their support, care and deliberation, I would 

find difficulty in completing this thesis. I wish to extend my gratitude to my 

supervisor Associate Professor Dr. Dzuljastri Abdul Razak and my co-supervisor 

Professor Dr. Abdul Rahim Abdul Rahman for their patience and encouragement 

throughout my time at the IIUM.  

I would like to thank to the late Professor Dr. Zainal Abidin Said, al-Fatihah, 

my first dean at the Labuan Faculty of International Finance, who inspires me to be an 

academician in Islamic finance. Most fundamentally, I thank to Professor T. Ramayah 

who provides me a great assistance for data analysis using PLS. My gratefulness also 

goes to Dr. Lim Kian Ping, Dr. Stephen Laison Sondoh Jr, Dr. Geoffrey H. Tanakinjal 

and Madam Rostinah Supinah for their moral support since my tutorship until this 

level at UMS. I thank also to Prof. Dato Dr. Sudin Haron and Prof. Dr. Abdul Ghafar 

Ismail for inspiring me to be a researcher in the area of Islamic finance. Universiti 

Malaysia Sabah, my employer, which provides me a funding in completing my PhD 

study. My special thanks to administrative staffs at UMS and IIUM for their generous 

help and encouragement during my PhD study. Mohd Razali Ralah for his help in data 

collection. 

Most importantly, I would like to express my gratitude and love to my wife 

Zuraidah Anis for her continuous support, sacrifice and understanding in my PhD 

study. My children Muhammad Nour Imran, Nasrullah and Nasrudin who are so 

meaningful to me throughout this journey. My parents Hj. Amin Hassim and Hjh 

Halimah Undang with their love allowing me to come this far in my study process. 

My brother, Samsuddin and sisters, Saripah, Apidah and Suliana who provide a moral 

support in completing this thesis. 

Lastly, I would like to thank all my friends for their support, namely, Amirul 

Faiz Osman, Mohamed Charif, Jameel Ahmed and Mohd Zaidi Md Zabri. Without 

their companionship, this PhD study would have been bored and isolated. 

 

  



 

 

 

viii 

TABLE OF CONTENTS 

Abstract .................................................................................................................... ii 
Abstract in Arabic .................................................................................................... iii 
Approval Page .......................................................................................................... iv 
Declaration ............................................................................................................... v 

Copyright Page ......................................................................................................... vi 
Acknowledgements .................................................................................................. vii 
List of Tables ........................................................................................................... xii 
List of Figures .......................................................................................................... xviii 
List of Abbreviations ............................................................................................... xix 

List of Terminologies ............................................................................................... xx 

 

CHAPTER ONE:  INTRODUCTION ................................................................. 1 
1.1 Background of the Study ........................................................................ 1 
1.2 Problem Statement .................................................................................. 11 
1.3 Research Objectives................................................................................ 14 

1.4 Research Questions ................................................................................. 17 
1.5 Significance of the Study ........................................................................ 20 
1.6 Scope of Study ........................................................................................ 22 

1.7 Definitions of Terms ............................................................................... 22 
1.8 Organization of Thesis ............................................................................ 26 

 

CHAPTER TWO: EMERGING ISSUES IN ISLAMIC HOME 

FINANCING STUDIES ........................................................................................ 28 
2.1 Introduction............................................................................................. 28 

2.2 Introduction to Islamic Financing ........................................................... 28 
2.3 Islamic Home Financing Products in Malaysia ...................................... 32 
2.4 Studies on Islamic Home Financing ....................................................... 41 
2.5 Review of Potential Home Buyers as the Respondents .......................... 51 

2.6 Critical Success Factors .......................................................................... 54 
2.6.1 Product Range ............................................................................... 55 
2.6.2 Financial Benefit ........................................................................... 56 
2.6.3 Service Quality .............................................................................. 58 
2.6.4 Perceived Risk of Islamic Home Financing .................................. 59 

2.6.5 Islamic Bankers’ Knowledge ........................................................ 61 
2.6.6 Islamicity of Debt Policy .............................................................. 63 

2.7 Conclusion .............................................................................................. 64 

 

CHAPTER THREE: CONSUMER BEHAVIOUR THEORIES AND 

RESEARCH GAPS ................................................................................................ 66 
3.1 Introduction............................................................................................. 66 

3.2 Islamic Consumer Behaviour ................................................................. 66 
3.3 Religious Satisfaction Index ................................................................... 72 
3.4 Consumer Religiosity Index ................................................................... 76 
3.5 Maqasid Consumer Index ....................................................................... 80 
3.6 Consumer Behaviour Theories ............................................................... 83 



 

 

 

ix 

3.6.1 Theory of Reasoned Action (TRA) ............................................... 83 

3.6.2 Theory of Planned Behaviour (TPB) ............................................ 85 
3.6.3 Rogers’ Innovation Diffusion Theory (IDT) ................................ 86 
3.6.4 Theory of Interpersonal Behaviour (TIB) ..................................... 88 

3.7 Research Gaps ........................................................................................ 90 
3.7.1 Gap #1: Consumer Behaviour Theory for Islamic Home 

Financing ...................................................................................... 91 
3.7.2 Gap #2: Critical Success Factors .................................................. 92 
3.7.3 Gap #3: New Religious Satisfaction Index ................................... 93 

3.7.4 Gap #4: New Maqasid Consumer Index ....................................... 95 
3.7.5 Gap #5: New Consumer Religiosity Index ................................... 96 
3.7.6 Gap #6: Moderator and Mediator.................................................. 97 
3.7.7 Gap #7:  Partial Least Squares ...................................................... 97 
3.7.8 Gap #8:  Different Geographies .................................................... 98 

3.7.9 Gap #9:  Home Buyers as Respondents ........................................ 99 

3.8 Conclusion .............................................................................................. 101 

 

CHAPTER FOUR: RESEARCH METHODOLOGY ....................................... 102 
4.1 Introduction............................................................................................. 102 
4.2 Research Objectives and Questions ........................................................ 102 

4.3 Theoretical Framework ........................................................................... 112 
4.3.1 The Selection of Theory ................................................................ 112 

4.3.2 Comprehensive Model of Islamic Home Financing Preference ... 119 
4.3.3 Specification of the Model ............................................................ 121 

4.4 Hypotheses Development ....................................................................... 124 

4.4.1 Product Range ............................................................................... 124 
4.4.2 Financial Benefit ........................................................................... 126 

4.4.3 Service Quality .............................................................................. 127 

4.4.4 Perceived Risk of Islamic Home Financing .................................. 129 

4.4.5 Islamic Bankers’ Knowledge ........................................................ 130 
4.4.6 Islamicity of Debt Policy .............................................................. 132 

4.4.7 Religious Satisfaction Index as a Moderating Factor ................... 134 

4.4.8 Consumer Religiosity Index .......................................................... 136 
4.4.9 Subjective Norm ........................................................................... 137 

4.4.10 Attitude as a Mediating Factor .................................................... 139 
4.4.11 Maqasid Consumer Index ........................................................... 140 
4.4.12 Perceived Behavioural Control ................................................... 142 

4.4.13 Relative Advantage ..................................................................... 143 
4.4.14 Complexity .................................................................................. 144 

4.4.15 Compatibility .............................................................................. 145 
4.4.16 Consumer Affective Factor ......................................................... 145 
4.4.17 Information Search ...................................................................... 146 

4.5 Measurement........................................................................................... 148 
4.5.1 Specify Domain............................................................................. 148 
4.5.2 Generate Sample Items ................................................................. 150 

4.5.2.1 Literature .......................................................................... 151 

4.5.2.2 Expert Feedback ............................................................... 151 
4.5.3 Data Collection ............................................................................. 153 
4.5.4 Purification of Measure ................................................................. 154 



 

 

 

x 

4.5.5 Data Collection for Actual Survey ................................................ 154 

4.5.6 Reliability Assessment .................................................................. 154 
4.5.7 Validity Assessment ...................................................................... 155 
4.5.8 Developing Norm .......................................................................... 155 

4.6 Research Design ..................................................................................... 156 
4.7 Target Population, Sampling Frame, Sampling Procedure and 

Sample Size ............................................................................................ 160 
4.8 Research Instrument ............................................................................... 163 

4.8.1 Measurement Scales ...................................................................... 163 

4.8.2 The Variables Employed ............................................................... 164 
4.8.2.1 The Islamic Home Financing Preference ......................... 165 
4.8.2.2 Critical Success Factors (CSF) ......................................... 165 
4.8.2.3 Consumer Factors (CF) .................................................... 171 
4.8.2.4 Religious Satisfaction Index – The Moderating Factor .... 179 

4.8.2.5 Attitude – The Mediating Factor ...................................... 181 

4.9 Questionnaire Design.............................................................................. 181 

4.10 Data Collection ..................................................................................... 182 
4.11 Data Analysis ........................................................................................ 187 

4.11.1 Measurement Model ................................................................... 188 
4.11.2 Structural Analysis ...................................................................... 189 

4.12 Conclusion ............................................................................................ 189 

 

CHAPTER FIVE: MEASUREMENT SCALES OF THE ISLAMIC 

HOME FINANCING PREFERENCE ................................................................. 191 
5.1 Introduction............................................................................................. 191 

5.2 Delphi Study ........................................................................................... 191 
5.2.1 Rationale for using a Delphi Study ............................................... 191 

5.2.2 First Round of Delphi Study ......................................................... 192 

5.2.3 Second Round of Delphi Study ..................................................... 201 

5.3 Interviews With Shariah Scholars .......................................................... 206 
5.4 Pilot Study .............................................................................................. 219 

5.5 Conclusion .............................................................................................. 226 

 

CHAPTER SIX: RESEARCH FINDINGS: MEASUREMENT MODEL ....... 228 
6.1 Introduction............................................................................................. 228 
6.2 Profile of Respondents ............................................................................ 228 
6.3 Measurement Model ............................................................................... 230 

6.3.1 Measurement Model: First Round ................................................ 231 
6.3.1.1 Measurement Model for Reflective Constructs ............... 231 

6.3.1.2 Measurement Model for Formative Constructs ................ 247 
6.3.1.3 Factor Loadings and Cross-Loadings ............................... 252 
6.3.1.4 Discriminant Validity ....................................................... 260 

6.3.2 Measurement Model: Second Round ........................................... 263 
6.3.2.1 Measurement Model for Reflective Constructs ............... 263 
6.3.2.2 Measurement Model for Formative Constructs ................ 279 
6.3.2.3 Factor Loadings and Cross-Loadings ............................... 281 

6.3.2.4 Discriminant Validity ....................................................... 288 
6.4 Conclusion .............................................................................................. 290 

 



 

 

 

xi 

CHAPTER SEVEN: RESEARCH FINDINGS: STRUCTURAL 

ANALYSIS ............................................................................................................. 292 
7.1 Introduction............................................................................................. 292 
7.2 Structural Equation Modelling ............................................................... 292 

7.2.1 Collinearity Assessment ................................................................ 293 
7.2.2 Hypotheses Validation .................................................................. 295 
7.2.3 R2 Assessment ............................................................................... 301 

7.3 The Mediating Role of Attitude ............................................................. 307 
7.4 The Moderating Role of Religious Satisfaction ..................................... 317 

7.5 Summary of Findings ............................................................................. 321 
7.6 Conclusion .............................................................................................. 335 

 

CHAPTER EIGHT: CONCLUSION .................................................................. 337 
8.1 Introduction............................................................................................. 337 

8.2 Discussion of Findings ........................................................................... 337 

8.2.1 Predictors of the Islamic Home Financing Preference.................. 338 

8.2.2 Predictors of Attitude towards the Islamic Home Financing 

Preference ..................................................................................... 341 
8.2.3 The Mediating Role of Attitude .................................................... 343 
8.2.4 The Moderating Role of Religious Satisfaction ............................ 344 

8.2.5 The Effect of Information Search on Consumer Affective 

Factor ............................................................................................ 345 

8.3 New Theoretical Perspectives on Consumer Preference of Islamic 

Home Financing ..................................................................................... 345 
8.4 Contributions of the Study ...................................................................... 350 

8.4.1 Theoretical Contributions ............................................................. 351 
8.4.2 Methodological Contributions ...................................................... 354 

8.5 Practical Implications ............................................................................. 355 

8.5.1 Predictors of the Islamic Home Financing Preference.................. 356 

8.5.2 Predictors of Attitude towards the Islamic Home Financing 

Preference ..................................................................................... 362 

8.5.3 The Mediating Role of Attitude .................................................... 365 

8.5.4 The Moderating Role of Religious Satisfaction ............................ 366 
8.5.5 The Effect of Information Search on Consumer Affective 

Factor ............................................................................................ 367 
8.6 Limitations of the Study ......................................................................... 367 
8.7 Recommendations for Future Study ....................................................... 369 

8.8 Conclusion .............................................................................................. 370 

 

BIBLIOGRAPHY .................................................................................................. 372 

 

APPENDIX I  COPIES OF COVER LETTER AND RESEARCH 

QUESTIONNAIRE FOR RESPONDENTS ............................. 400 
APPENDIX II  RESEARCH OUTPUTS ........................................................... 415 
APPENDIX III  RESULT OF TURNITIN .......................................................... 440 
APPENDIX IV  PROOFREADING AND EDITING OF THE THESIS ............ 441 

  



 

 

 

xii 

LIST OF TABLES 

Table No.                Page No. 

1.1  Top 10 Malaysian Islamic Banks 2 

1.2  Top 10 World Islamic Banks 4 

1.3  Islamic Home Financing Products 8 

2.1  Review of Empirical Studies in Islamic Home Financing 53 

3.1  Religious Satisfaction Index from Existing Literature 95 

3.2  Islamic Mortgage Studies and Their Respondents 99 

4.1  Research Objectives, Questions, Hypotheses and Method of 

Analyses 108 

4.2  Construct Definitions 148 

4.3  Surveys’ Respondents 153 

4.4  Volume of Conventional Home Loans (RM ‘000) 157 

4.5  Volume of Islamic Home Financing (RM ‘000) 158 

4.6  Volume of Islamic Home Financing (RM ‘000) 158 

4.7  Target Population 161 

4.8  Measurement Items for the Islamic Home Financing Preference 165 

4.9  Measurement Items for Product Range 166 

4.10  Measurement Items for Financial Benefit 167 

4.11  Measurement Items for Service Quality 168 

4.12  Measurement Items for Perceived Risk of Islamic Home Financing 169 

4.13  Measurement Items for Islamic Bankers’ Knowledge 170 

4.14  Measurement Items for Islamicity of Debt Policy 171 

4.15  Measurement Items for Subjective Norm 172 

4.16  Measurement Items for Perceived Behavioural Control 173 

4.17  Measurement Items for Relative Advantage 173 



 

 

 

xiii 

4.18  Measurement Items for Complexity 174 

4.19  Measurement Items for Compatibility 175 

4.20  Measurement Items for Consumer Religiosity 176 

4.21  Measurement Items for the Maqasid Consumer Index 177 

4.22  Measurement Items for Information Search 178 

4.23  Measurement Items for Consumer Affective Factor 179 

4.24  Measurement Items for Religious Satisfaction Index 180 

4.25  Measurement Items for Attitude 181 

4.26  Development Ranking of Malaysia States 184 

4.27  Sample Size 185 

4.28  Obtained Sample 186 

4.29  Research Assistants/Enumerators 187 

5.1  Initial Critical Success Factors 194 

5.2  Initial Consumer Factors 195 

5.3   Initial Moderator and Mediator 196 

5.4  Mean Scores for Critical Success Factors 197 

5.5  Mean Scores for Consumer Factors 198 

5.6  Mean Scores for Religious Satisfaction and Attitude 199 

5.7  Comments from the Bank Managers 200 

5.8  Comments from the 3 Shariah Scholars 201 

5.9  Revised Critical Success Factors 202 

5.10  Revised Consumer Factors 203 

5.11  Revised Moderator and Mediator 204 

5.12  Mean Scores for Critical Success Factors 204 

5.13  Mean Scores for Consumer Factors 205 

5.14  Mean Scores for Religious Satisfaction and Attitude 205 

5.15  Shariah Experts 206 



 

 

 

xiv 

5.16  Methods of Interview 207 

5.17  Initial Items Representing Consumer Religiosity 208 

5.18  Initial Items Representing Religious Satisfaction Index 209 

5.19  Initial Items Representing Islamicity of Debt Policy 210 

5.20  Initial Items Representing Perceived Risk of Islamic Home 

Financing 211 

5.21  Initial Items Representing Islamic Bankers’ Knowledge 212 

5.22  Initial Items Representing Maqasid Consumer Index 213 

5.23  Final Items Representing Consumer Religiosity after Interviews 214 

5.24  Final Items Representing Religious Satisfaction Index after 

Interviews 215 

5.25  Final Items Representing Islamicity of Debt Policy after Interviews 216 

5.26  Final Items Representing Perceived Risk of Islamic Home Financing 

after Interviews 217 

5.27  Final Items Representing Islamic Bankers’ Knowledge after 

Interviews 218 

5.28  Final Items Representing Maqasid Consumer Index after Interviews 219 

5.29  Reliability of the Critical Success Factors 221 

5.30  Reliability of the Consumer Factors 222 

5.31  Reliability of the Religious Satisfaction Index, Attitude and the 

Islamic Home Financing Preference 223 

5.32  Respondents Obtained 224 

6.1  Profile of Respondents 229 

6.2  PLS Factor Analysis of Product Range 231 

6.3  PLS Factor Analysis of Financial Benefit 232 

6.4  PLS Factor Analysis of Service Quality 233 

6.5  PLS Factor Analysis of Perceived Risk of Islamic Home Financing 234 

6.6  PLS Factor Analysis of Islamic Bankers’ Knowledge 235 

6.7  PLS Factor Analysis of Islamicity of Debt Policy 236 



 

 

 

xv 

6.8  PLS Factor Analysis of Subjective Norm 237 

6.9  PLS Factor Analysis of Perceived Behavioural Control 238 

6.10  PLS Factor Analysis of Relative Advantage 238 

6.11  PLS Factor Analysis of Complexity 239 

6.12  PLS Factor Analysis of Compatibility 240 

6.13  PLS Factor Analysis of First-Order Dimensions of Consumer 

Religiosity 241 

6.14  PLS Factor Analysis of Information Search 242 

6.15  PLS Factor Analysis of First-Order Dimensions of Maqasid 

Consumer Index 243 

6.16  PLS Factor Analysis of First-Order Dimensions of Religious 

Satisfaction 244 

6.17  PLS Factor Analysis of Attitude 245 

6.18  PLS Factor Analysis of Consumer Affective Factor 246 

6.19  PLS Factor Analysis of the Islamic Home Financing Preference 246 

6.20  Shariah Experts 248 

6.21  Collinearity Statistics for Formative Higher-Order Consumer 

Religiosity (Overview of VIFs) 249 

6.22  Collinearity Statistics for Formative Higher-Order Maqasid 

Consumer Index (Overview of VIFs) 250 

6.23  Collinearity Statistics for Formative Higher-Order Religious 

Satisfaction (Overview of VIFs) 250 

6.24  Item Weights of First-Order Dimensions of Formative Constructs 251 

6.25  Factor Loadings and Cross-Loadings 252 

6.26  Latent Variable Correlation Matrix 260 

6.27  PLS Factor Analysis of Product Range 263 

6.28  PLS Factor Analysis of Financial Benefit 264 

6.29  PLS Factor Analysis of Service Quality 265 

6.30  PLS Factor Analysis of Perceived Risk of Islamic Home Financing 266 



 

 

 

xvi 

6.31  PLS Factor Analysis of Islamic Bankers’ Knowledge 267 

6.32  PLS Factor Analysis of Islamicity of Debt Policy 268 

6.33  PLS Factor Analysis of Subjective Norm 269 

6.34  PLS Factor Analysis of Perceived Behavioural Control 269 

6.35  PLS Factor Analysis of Relative Advantage 270 

6.36  PLS Factor Analysis of Complexity 271 

6.37  PLS Factor Analysis of Compatibility 272 

6.38  PLS Factor Analysis of First-Order Dimensions of Consumer 

Religiosity 273 

6.39  PLS Factor Analysis of Information Search 274 

6.40  PLS Factor Analysis of First-Order Dimensions of Maqasid 

Consumer Index 275 

6.41  PLS Factor Analysis of First-Order Dimensions of Religious 

Satisfaction 276 

6.42  PLS Factor Analysis of Attitude 277 

6.43  PLS Factor Analysis of Consumer Affective Factor 278 

6.44  PLS Factor Analysis of the Islamic Home Financing Preference 279 

6.45  Item Weights of First-Order Dimensions of Formative Constructs 280 

6.46  Factor Loadings and Cross-Loadings 281 

6.47  Discriminant Validity 288 

7.1  Collinearity Statistics for Factors (The Islamic Home Financing 

Preference as a Dependent Variable) 294 

7.2  Collinearity Statistics for Factors (Attitude as a Dependent Variable) 295 

7.3  Collinearity Statistics for Factors (Consumer Affective Factor as a 

Dependent Variable) 295 

7.4  Results of the Structural Model (The Islamic Home Financing 

Preference as a Dependent Variable) 298 

7.5  Results of the Structural Model (Attitude as a Dependent Variable) 300 

7.6  Results of the Structural Model (Consumer affective factor as a 

Dependent Variable) 300 



 

 

 

xvii 

7.7  Results of R2 301 

7.8  Assessing Effect Size of f 2  (The Islamic Home Financing Preference 

as a Dependent Variable) 303 

7.9  Assessing Effect Size of f 2  (Attitude as a Dependent Variable) 304 

7.10  Assessing Effect Size of f 2  (Consumer Affective Factor as a 

Dependent Variable) 304 

7.11  Results of Q2 305 

7.12  Assessing Effect Size of q2  (The Islamic Home Financing 

Preference as a Dependent Variable) 306 

7.13  Assessing Effect Size of q2  (Attitude as a Dependent Variable) 306 

7.14  Assessing Effect Size of q2  (Consumer Affective Factor as a 

Dependent Variable) 306 

7.15  The Effect of Independent Variables on Attitude (Mediator) 309 

7.16  The Effect of Independent Variables on the Islamic Home Financing 

Preference 310 

7.17  The Mediating Effect of Attitude 311 

7.18  Results Before and After the Inclusion of the Mediator in the 

Mediating Model 314 

7.19  The Mediating Effect of Attitude 316 

7.20  Direct Effect Model 319 

7.21  Results of the Interaction 320 

7.22  Summary of Results of the Structural Model 322 

7.23  Effect of Critical Success Factors on the Islamic Home Financing 

Preference Mediated by Attitude 330 

7.24  Effect of Critical Success Factors on the Islamic Home Financing 

Preference Moderated by Religious Satisfaction 332 

 

  



 

 

 

xviii 

LIST OF FIGURES 

Figure No.                Page No. 

1.1  Islamic Financing Concepts 10 

3.1  Theory of Reasoned Action 83 

3.2  Theory of Planned Behaviour 85 

3.3  Innovation Diffusion Theory 87 

3.4   Theory of Interpersonal Behaviour 89 

4.1  Simplified Theory of Planned Behaviour 112 

4.2  Simplified Innovation Diffusion Theory 114 

4.3  Simplified Theory of Interpersonal Behavior 118 

4.4  Base Model of the Islamic Home Financing Preference (Combining 

the TPB, the IDT and the TIB) 119 

4.5  A Comprehensive Model of the Islamic Home Financing Preference 120 

4.6  Process of Developing Better Measurement (Churchill Jr, 1979) 150 

4.7  Line Graph for Islamic Home Financing and Conventional Home 

Loans 159 

4.8  Pie Chart for Islamic Home Financing and Conventional Home 

Loans (2005-2012) 159 

7.1  Direct Effect Model 296 

7.2  The Effect of Independent Variables on Attitude (Mediator) 308 

7.3  The Effect of Independent Variables on the Islamic Home Financing 

Preference 310 

7.4  The Mediating Effect of Attitude 312 

7.5  Direct Effect Model for Latent Variable Scores 318 

7.6  Results of the Interaction 319 

 

  



 

 

 

xix 

LIST OF ABBREVIATIONS 

AT Attitude/Attitude towards the Islamic Home Financing 

Preference 

AVE   Average Variance Extracted 

B   Islamic Bankers’ Knowledge 

BBA Bay Bithaman Ajil 

BIMB Bank Islam Malaysia Berhad  

BMMB Bank Muamalat Malaysia Berhad 

COM   Compatibility 

CPX   Complexity 

CR   Consumer Religiosity, Composite Reliability 

FB   Financial Benefit 

IDP   Islamicity of Debt Policy 

IDT   Innovation Diffusion Theory 

IHF   The Islamic Home Financing Preference 

IS   Information Search 

K   Consumer Affective Factor 

KFH   Kuwait Finance House 

MCI   Maqasid Consumer Index 

MM   Musharakah Mutanaqisah 

PBA   Perceived Bank Attributes 

PBC   Perceived Behavioural Control 

PLS   Partial Least Squares  

PR   Product Range 

PSCA   Perceived Shariah Compliant Attributes 

RE   Relative Advantage 

RK   Perceived Risk of Islamic Home Financing 

RS   Religious Satisfaction/Religious Satisfaction Index 

SEM   Structural Equation Modelling  

SN   Subjective Norm 

SQ   Service Quality 

TIB   Theory of Interpersonal Behaviour 

TPB   Theory of Planned Behaviour 

TRA   Theory of Reasoned Action 

 

  



 

 

 

xx 

LIST OF TERMINOLOGIES 

Al-Quran – The Holy Book of Islam 

Bay bithaman ajil – Deferred payment  

Daruriyyah – Necessity 

Falah – Success 

Fiqh – Islamic jurisprudence 

Gharar – Uncertainty 

Hadith – Prophet Muhammad S.A.W ‘s (p.b.u.h) saying, action and tacit approval  

Halal – Permissible 

Haram – Forbidden 

Ijarah – Lease 

Ijarah mawsufah fi dhimmah – Forward lease 

Ijarah muntahiyah bittamlik – Leasing ending with ownership 

Ijarah wa iqtinaa – A lease and purchase transaction  

Istisna – A contract to manufacture goods  

Jumhur Fuqaha – The majority of Islamic jurists 

Maqasid al-Shariah – Objectives of Islamic law  

Murabahah –  A sale of certain goods with a disclosed cost and mark-up 

Musharakah – A contract of profit and loss sharing 

Musharakah mutanaqisah – A partnership contract 

Muslim – A person who follows the religion of Islam 

Mutawarriq – Seeker of cash 

Pahala – Rewards from Allah (S.W.T) when a person does good deeds 

Qardhul Hassan – Benevolent loan 

Riba - Interest 

Ribawi –Riba items (e.g. currencies) 

Sadaqah – Voluntary charity 

Shariah – Islamic law 

Taqwa – One’s fear to Allah (S.W.T) 

Tawarruq – A tripartite sale 

Ummah – Community 

Wasatiyyah – Moderation 

Zakat – Obligatory charity 
 



 

 

 

1 

CHAPTER ONE 

INTRODUCTION 

1.1 BACKGROUND OF THE STUDY 

Malaysia has dominated the Islamic banking industry in Southeast Asia since 1983. It 

houses a significant number of full-fledged Islamic banks including several foreign 

banks, conventional banks, which have established Islamic subsidiaries and also 

entities that are conducting foreign currency businesses (e.g. Haron & Shanmugam, 

2001; Hassan, 2011). This indicates that Islamic banks in Malaysia are established on 

three types of operations, namely, full-fledged Islamic banks, Islamic banking 

subsidiaries and Islamic banking windows (e.g. Ahmad-Mokhtar, Abdullah & 

Alhabshi, 2008).  

Many successful Islamic banks in the Southeast Asian region are based in 

Malaysia. Neighbouring countries like Brunei, Indonesia, Thailand and Philippines are 

also inclined to tap the opportunities offered by the Islamic banking industry for the 

benefit of their people (e.g. Amin, Muhammad, Lada, Amran & Abdul-Hamid, 2006). 

These countries have designed their Islamic banking systems based on the Malaysian 

Islamic banking system model (e.g. Venardos, 2006; Khan & Bhatti, 2008). The 

reasons are two-fold. First, the Malaysian model is developed to capture both muslim 

and non-muslim customers. In particular, non-muslims find Islamic banks secure, 

religiously based and ethical in generating profits, thus they can benefit from the 

services provided to them. Second, the Malaysian model has experienced tremendous 

growth and receptiveness over the years.  

Concerning growth, the market share for Islamic banking in Malaysia has 

increased to 24.4 percent as witnessed at the end of August 2013, indicating an 
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improved acceptance of Islamic banking and full government support to strengthen 

the dual banking system whereby Islamic banking is practiced in parallel with its 

conventional system counterpart (TheStar, 2013). Given the fact of government 

support, major Malaysian Islamic banks have taken initiatives to consider the Islamic 

financing industry as a core business segment in that this segment is growing 50 

percent faster than the conventional banking segment (e.g. The Borneo Post, 2013). 

Table 1.1 depicts major Malaysian Islamic banks along with their total assets: 

 

 

Table 1.1 Top 10 Malaysian Islamic Banks 

 

Rank Bank Name Total Assets Million (US$) Year 

1. Maybank Islamic Berhad 21,827 06/2011 

2. CIMB Islamic Bank Berhad 11,687 06/2011 

3. Bank Islam Malaysia Berhad 9,843 06/2011 

4. Public Islamic Bank Berhad 7,673 06/2011 

5. AmIslamic Bank Berhad 6,672 03/2011 

6. Bank Muamalat Malaysia Berhad 6,050 03/2011 

7. RHB Islamic Bank Berhad 4,252 06/2011 

8. Hong Leong Islamic Bank Berhad 3,077 06/2011 

9. Affin Islamic Bank Berhad 2,451 06/2011 

10. Alliance Islamic Bank Berhad 2,057 03/2011 

 

Source. Bankscope (2013). 

 

Generally, the Islamic banks offer a wide range of Islamic home financing 

products, therefore the banks are sometimes termed Islamic mortgage providers. 

Further, Islamic home financing products are available to both muslim and non-

muslim clients. One may be surprised to learn that Islamic banks are not only 

established to cater to the financial needs of muslims, but also to cater to the financial 

needs of non-muslims, as an alternative for them. Haron, Ahmad and Planisek (1994) 

assert that muslims and non-muslims are customers of Islamic banks. Typically, 

Islamic banking products target both muslim and non-muslim customers according to 
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values and principles of Shariah (Shariah Islamiyyah). According to Haron and 

Shanmugam (2001), the central objective of Islamic banks is to provide banking 

facilities and services in accordance with Islamic principles, rules and practices.  

Thus, Islamic banks shall operate based on appropriate objectives to promote 

fairness in banking transactions between bank and customer (e.g. Dusuki, 2008). 

Chapra (2000) notes the importance of promoting a balance between individual and 

social interest which helps in actualizing the maqasid al-Shariah or what may be 

referred to as the vision of Islam, two of the most important constituents of which are 

socio-economic justice and the well-being of all Allah (S.W.T)’s creatures. Following 

Chapra (2000), it can be argued that the objectives of Islamic banks should be based 

on social welfare and commercial objectives in order to actualize the maqasid al-

Shariah in Islamic banking. Dusuki (2008) asserts that the social welfare objective is 

viewed as a very significant objective of Islamic banks. This includes the promotion 

of Islamic values and Islamic social responsibilities toward their staff, clients and the 

general public, thus generating a positive attitude in these stakeholders towards the 

operations of Islamic banks. 

In the global scenario, the Islamic banking system has received tremendous 

support from non-muslim majority countries like Australia, the United Kingdom, and 

the United States of America (e.g. Dar, 2002; Chiu, 2005; Khan & Bhatti, 2008). 

From this point on therefore, although presently small, Islamic banking as a growing 

industry is expected to grow rapidly in these countries. Concerning the global growth, 

the Islamic banking sector is estimated to have more than US$ 250 billion in overall 

assets, and is expected to grow 8 to 15 percent over the next five years. From small 

beginnings in the mid-1970s, Islamic banks today offer a wide range of products such 

as Shariah-compliant retail products, insurance, mortgages, investment instruments 
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and large-scale project financing (Euromoney, 2005). The current statistics indicate 

that Iran, Saudi Arabia, Kuwait, UAE and Malaysia are leading Islamic banking 

market share globally (Bankscope, 2013). Table 1.2 shows the ranking of globalized 

Islamic banks according to their total assets: 

 

 

Table 1.2 Top 10 World Islamic Banks 

 

Rank Bank Name City 

Total Assets 

Million (US$) Year 

1. Bank Melli  Tehran 57,003 03/2009 

2. Bank Mellat Tehran 55,795 03/2010 

3. Al Rajhi Banking & Investment 

Corporation 

Riyadh 49,291 06/2011 

4. Bank Saderat Iran Tehran 48,101 03/2010 

5. Kuwait Finance House Safat 44,720 06/2011 

6. Bank Tejarat Tehran 38,107 03/2010 

7. Parsian Bank Tehran 25,472 03/2011 

8. Dubai Islamic Bank  Dubai 24,544 12/2010 

9. Bank Sepah Tehran 22,274 03/2010 

10. Maybank Islamic Berhad Kuala Lumpur 21,827 06/2011 

 

Source. Bankscope (2013). 

 

 

 

The current study considers Islamic home financing as a scope of research. 

The Islamic home financing facility has been viewed as one of the primary functions 

of Islamic banks (Haron & Shanmugam, 2001). Given this fact, this study attempts to 

empirically investigate consumer preference for Islamic home financing in selected 

states in Malaysia. It has been argued that consumer behaviour is one of the pivotal 

topics in the context of real estate preference and its financing types. This is 

particularly supported by Mar-Iman (2006): 

Behaviour is a systematic pattern of human actions in response to 

internal interactions and external influences, particularly those in the 

surrounding…The study of consumer behaviour in property marketing 

gets the benefit from two main disciplinary areas of humanity, viz., 

psychology and sociology, p.135. 


