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Abstract 

This study examines the effect of the quality of Islamic financial services and customer knowledge 

on perceived value and customer satisfaction, with religiosity playing a moderating role. We 

particularly focus on Pakistan’s small and medium-sized enterprise sector. We develop our 

hypotheses based on a detailed review of the literature on select variables. A series of 

questionnaires allow cross-sectional data collection from 511 customers using Islamic financial 

services within the small and medium-sized enterprise sector. The Pearson’s correlation tests the 

direction and effectiveness of different variables. A regression analysis examines the direct 

relationship among variables, while a bootstrapping method analyses the indirect relationships 

(mediation and moderation). The results reveal that product quality and customer knowledge 

directly affect perceived value and customer satisfaction. Further, the perceived value of Islamic 

financial products/services positively affects customer satisfaction. The results of the indirect 

hypotheses reveal that product knowledge and product/service quality are mediated through the 

perceived value of their effect on customer satisfaction. All relationships are tested for the 

interaction of religiosity, revealing significant results. As per the moderation analysis, higher 

religiosity of customers leads to more positive perception of the products/service, and thus higher 

customer satisfaction. These results could be useful for financial product development and for the 

State Bank of Pakistan’s growth of Islamic financial services. 

 

Keywords: SME, Product Knowledge, Customer Satisfaction, Perceived Value, Product/service 

quality, Religiosity 
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CHAPTER 1: INTRODUCTION 

 

This chapter is the foundation for the proceeding chapters of the thesis. It covers the 

background of the study, where we identify research gaps and develop a problem statement. We 

then pose pertinent questions based on this problem statement; the objectives of the study are set 

to answer these questions. At the end of this chapter, the significance of the study is summarily 

justified, followed by the definition of key terms used in the thesis. The structure of thesis is also 

explained. 

1.1 Background 

Customer satisfaction is an important outcome of marketing activities for any organisation 

(Wahab, Hassan, Shahid, & Maon, 2016). Oliver (1980) is of the view that such marketing 

activities are linked to customer buying behaviour—A satisfied customer tends to repurchase a 

preferred product or service (East, 1997). In addition to such repeat purchases, researchers have 

established that satisfied customers are also the source of positive word-of-mouth, which helps in 

generating more sales of products or services (Tayler & Baker, 1994). 

The recent growth in the service industry has been magnanimous, even subsuming marketing 

activities. One of the most successful industries in services is the banking sector—It plays an 

important role in the economic activities of a country. In the wake of competition between 

conventional and Islamic banking, Pakistan has re-launched a unique brand of banking which is 

compliant with Sharīʿah guidelines. Even after colossal efforts by the government and banking 

sector, Islamic banking continues to account for a meagre share (12.47%) of the total banking 

industry since its re-launch in 2002 (Islamic Banking Bulletin 2018).  

Among the factors identified by scholars, banks have primarily focused on customer 

satisfaction to increase their share in the Pakistani banking sector. Haigh (2004) contends that the 

success of any brand is dependent on the degree of satisfaction of customers. Based on this view, 

one may argue that the success of Islamic banking in a country may be dependent on the 

satisfaction of customers who use these financial products/services. 

Customer satisfaction is affected by several factors which have been discussed in the extant 

literature. Primarily, customer perception of the product or service leads to customer satisfaction 

(Ryu, Han, & Kim 2008). However, service quality is also known to affect customer satisfaction. 
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For a service-oriented industry like banking, the extant literature authored by social scientists has 

already established its exceptional importance. Ashraf, Ilyas, Imtiaz, and Ahmad (2018) maintain 

that service quality is critical for those organisations which are few in number and have only few 

products to offer. Similarly, banks in Pakistan can be categorised as scarce organisations that 

provide financial solutions to individuals and firms. Islamic banks are even fewer in number, and 

hence their service quality may be considered more critical for customer satisfaction. 

Gupta and Kinange (2016) consider financial literacy to be one of the key constructs affecting 

customer satisfaction. They define financial literacy as the attitudes and behaviours of individuals 

based on which they make financial decisions directed toward achieving well-being. These 

decisions are rooted in these individuals’ financial awareness, knowledge, and skill. Islamic 

banking further requires critical religious knowledge of Sharīʿah compliancy so that individuals 

can make righteous decisions about purchasing Islamic financial products/services.  

The research on factors related to customer satisfaction in the different organisational contexts 

is substantial. However, a detailed literature review reveals a disconcerting gap in Pakistani 

banking sector.  

1.1.1 Contextual Background  

The current economic system is heavily dependent on the banking system. It is almost 

impossible to determine if any single country or economy operates without the support of banking 

instruments (Aijaz,2018). Particularly, after their transition from European colonies to 

independent states, Muslim-dominated nations struggled to adopt a financial system which would 

support Sharīʿah. This gave rise to movements and policies to develop a Sharīʿah-compliant 

system. 

Footprints of Islamic banking in the world can be tracked to the formation of Mit Ghamr 

Savings Bank in early-sixties Egypt. This association successfully mobilised funds from Muslim 

investors, even returning handsome profits (Hussain, Shahmoradi, & Turk 2016). In 1963, Mit 

Ghamr Savings Bank was established, and was later acquired by Central Bank of Egypt in 1967 

due to political instability. By 1972, interest-free banking was re-established through Nasser Social 

Bank, founded as a substitute for the Mit Ghamr bank (Jamal, 2018). However, the first formal 

banking institution was established in 1975, namely, Dubai Islamic Bank of the United Arab 

Emirates; this bank was also the first proper Islamic bank (Rammal & Parker 2013).  
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After Egypt, Malaysia is notable for formally establishing Islamic banking. Though the 

country’s first Islamic bank, Bank Islam Malaysia Berhad, was established in 1983 (Abdullah, 

Datin, & Muhammed, 2013), the unofficial history of Malaysian Islamic banking can be tracked 

to pilgrim funds founded to support the financial needs of Muslim pilgrims. At present, Islamic 

banking in Malaysia is one of the leading markets in this field and is hailed a pioneer of various 

Islamic finds and instruments (Wilson, 2008). 

 Since its first establishment, Islamic banks have been growing not only in Muslim countries, 

but in other parts of the world, such as in Europe and Africa. Currently, Islamic banking has a 

growth rate of approximately 20%, which can be attributed to its risk resilient nature. Islamic 

banking assets grew up to US$ 1.5 trillion from US$ 509 billion between 1996 and 2017 

(Syakhroza, Paolella, & Munir, 2018). It has proved itself as the better alternative in terms of a 

risk-averse financial solution since the global banking crisis of 2008. This is because Islamic banks 

are not affected by the subprime mortgage due to their business and the operational structure of 

their financial instruments (Cham, 2018). 

1.2 Chronological growth of Islamic Banking in Pakistan 

Islamic Republic of Pakistan is the only country in the world which was established on 

religious grounds so as to allow Muslims within this region to be governed by the principles 

defined by their religion. This type of state formation—where people gather to follow defined 

collective norms and values—is also supported by the theory of Whynes and Bowls (1981). This 

notion of an ‘Islamic’ country was also supported by Muhammad Ali Jinnah, the founder of 

Pakistan. It is best exemplified in his speech during the ceremony of laying the foundation stone 

of Central Bank of the country in July 1948. 

“I shall watch with keenness the work of your Organization in evolving banking practices 

compatible with Islamic ideas of social and economic life. We must work our destiny in our 

own way and present to the world an economic system based on true Islamic concept of 

equality of manhood and social justice.” (Ahmed, Siddiqui, & Immamuddin, 2013). 

 

In this context, Choudhury (1956) rightly claims that Pakistan is the first state in the world 

to declare itself as an Islamic state by way of its constitution. Nevertheless, efforts to Islamise the 

country could not be achieved due to political turmoil. Yet, in the 1973 constitution, section 38(f) 

was introduced to eliminate interest from the economy of Pakistan as one of top priority (Ahmad, 
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Malik, & Humayoun, 2010). Earlier, in 1962, the Council of Islamic Ideology was instituted to 

establish guidelines for the government in order to align the laws of the country with Sharīʿah 

(Hassan, 2007). Then in 1980, the Council presented a detailed report to the government for the 

elimination of interest from the economy, especially from personal and state institutions (Khan & 

Bhatti, 2006). However, at the time, the government placed a ban on the Federal Shariat Court 

from issuing any verdict against interest-based transactions by the government. Over the course of 

time, numerous efforts sought to eliminate interest and develop Islamic banking structures in 

Pakistan, such as the formation of commission for Islamisation in 1991 as well the 1999 

government’s assurances. 

 State Bank, in the year 2001-2002, according to its annual report, decided to transition 

from conventional to Islamic banking in phases; it formally relaunched Islamic banking in 2002. 

The Bank took several measures for the growth of Islamic banking, such as issuing licenses for 

stand-alone operations of Sharīʿah compliant banking in the country (Shamshad, 2007). Despite 

16 years since the 2002 relaunch, Islamic banking account for only 12.9% of banking in Pakistan. 

The table below reports the share of Islamic banking against total banking assets in 

Pakistan, with year-on-year figures, from December 2003 to 2017. 

 

Table 1.1: Share of Islamic Banking in Pakistan 

Year Total Islamic Banking Asset (in Billions) Share in Market 

Dec-2003 13 0.50% 

Dec-2004 44 1.50% 

Dec-2005 71 2% 

Dec-2006 119 2.80% 

Dec-2007 206 4% 

Dec-2008 276 4.90% 

Dec-2009 366 5.60% 

Dec-2010 477 6.70% 

Dec-2011 641 7.80% 

Dec-2012 837 8.60% 

Dec-2013 1014 9.60% 

Dec-2014 1259 10.40% 

Dec-2015 1610 11.40% 

Dec-2016 1853 11.70% 

Dec-2017 2272 12.40% 

 

Source: Islamic Banking Bulletins SBP 2003–2017 
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1.3 Identifying Gaps in Research 

Before further discussion on the issue under study, it seems imperative to present a brief 

account of the contexts relevant to the study. Foremost is the structure of Pakistan’s economy and 

banking sector. Second, how fee-based Interest free banking is different from conventional 

banking, and why it is expected to be the first-choice financial solution provider at the individual 

and business level for the people, specifically for the small and medium-sized enterprise (SME) 

sector of Pakistan. Further theoretical and empirical gaps in the area will be discussed to lead the 

current research further. 

 The economy of Pakistan is based on small businesses; 70% of the country’s business 

community falls under the SME sector. The SME sector in Pakistan contributes to 30% of the 

national gross domestic product (GDP), with 35% shares in the export of manufactured goods 

(SME: Prudential Regulations, 2013). Thus, the SME sector, and its contribution to GDP, 

represents its importance to the economic system of Pakistan. 

The banking industry and SME sector have a vital relationship with the development of the 

economic system of any country (Binks, Ennew, & Mowlah 2006; Ahmad & Alam 2015; Jeucken 

& Bouma 2017). Banks may offer funding and related facilities in terms of allied services to SMEs 

for their smooth operations and functioning. The review of literature in this context reveals the 

significant role of the banking industry for the growth of the SME sector, which ultimately affects 

the economy of the country (Lindstrand & Lindbergh 2011; McGuinness & Hogan 2016). 

In Pakistan, two parallel banking systems operate to meet the financial requirements of 

businesses or individuals: interest-based conventional banking and interest-free Islamic banking. 

Islamic banks operate as conventional banks insofar as deposit mobilisation and 

investments for profit generation are concerned (Kamarulzaman & Madun, 2013). Although 

deposit mobilisation is easy for conventional banks due to their established systems, Islamic 

banking is an emerging phenomenon. It must also follow guidelines defined by Sharīʿah in this 

regard. 

Deposit mobilisation in Islamic banking is challenging because it does not guarantee fixed 

profit/interest as conventional banks do on deposits, However, Islamic banking bulletins reveal 

that a major proportion of the deposits are represented by current accounts on which banks do not 

pay profit or interest for retention other than banking services, that is, PKR 701 billion against the 
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PKR 1,924 billion (IBB, 2018). Hence, the share of the current account can be retained or increased 

with the provision of better services to Islamic banking clients (Seck & Ismail 2018). 

The Islamic banks have a different profit-earning mechanism from their conventional 

counterparts (Choudhury & Hussain, 2005). As discussed earlier, this system is based on a fee-

charging mechanism where the bank enters into partnership with its customers. On the contrary, 

the business of conventional banking is based on interest; it does not partner with customers in its 

businesses (Iqbal & Molyneux, 2005). Both banking systems compete in the market and attract 

customers towards their unique products/services (Naser, Jamal & Al-Khatib, 1999; Samad 2016). 

Customers can select financial products/services from any of the prevailing banking systems in the 

country. While the products/services of Islamic financial institutions/banks are comparable to 

those of conventional banks, the operating mechanism and nature of transactions are different (Gait 

& Worthington, 2008).  

The perceived value gained by the use of financial services by individuals and businesses 

from these two banking systems may differ because of the role of religion in Islamic banking, 

particularly in Pakistan. Since Sharīʿah prohibits interest (or usury), Islamic banking is known to 

reject interest-based transactions and businesses.  

Is Islam, the Qurʾān (The Holy Book) and Ḥadīth (traditions of the Holy Prophet ملسو هيلع هللا ىلص 

reported through an uninterrupted chain of narrators called isnād) are the two apex sources of 

Islamic knowledge—Both proscribe interest, the Qurʾān in Surah Al-Baqarah (2:275-276), while 

the Aḥādīth in works such as Ṣaḥīḥ al-Bukhārī, Ṣaḥīḥ Muslim, and Jāmiʿ at-Tirmidhī. For example, 

the Holy Prophet ملسو هيلع هللا ىلص has been quoted as proscribing interest by companions such as Jabir ibn Abd 

Allah in both Ṣaḥīḥ Muslim and Jāmiʿ at-Tirmidhī. 

In light of the Qurʾānic verses and Ḥadīth, Butt and Aftab (2013) state that business-related 

activities should be founded on principles of honesty, justice, and equity, as well as an interest-

free mechanism, based in Sharīʿah. More simply, these fundamentals of business-related activities 

may dominate the economic behaviour of the Islamic society. Studies indicate that the basic 

principles of Islam significantly contribute towards the decision-making process of customers in 

everyday businesses or exchange of transactions (Siala, 2013). Based on these views, one may 

contend that those adhering to the Islamic faith tend towards Islamic banking due to its interest-

free and profit-sharing business mechanism.  
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At present, both banking systems are functioning in and contributing their share to the 

economy of Pakistan. However, at the individual level, apprehensions may exist, leading people 

within Pakistan’s Muslim society to have greater tendencies towards interest-free banking. 

An interest-free Islamic financial system is an emerging phenomenon compared with 

interest-based financial solutions in the general corporate world, specifically in the banking sector 

(Siddiqui, 2002). The use of Islamic financial products/services is gradually increasing in relation 

to conventional banking in Pakistan too (Khan, Bhatti, & Bilal 2006; Ahmad & Prentice 2015). 

The Islamic Banking Bulletin (June 2013) reports that Islamic banking share is more than 10% in 

the overall banking industry, with a focus on increasing it to 20% at the end of year 2020. The 

Bulletin (Dec 2014) also reports that Islamic banking assets witnessed a 24.2% growth compared 

with previous years. Deposits also show a 23.3% annual growth, while the Bulletin (June 2018) 

notes that Islamic banking share has increased to 12.9% of the industry total. 

Empirical evidences however establish that this share is still too low. The split of Islamic 

banking in Pakistan’s whole banking industry is only 12.44%. This give rise to multiple questions, 

which is one of the driving forces to investigate the underlying reasons of this low market share. 

Mohiuddin, Begum and Rizvi (2018) establish in their study of the merger of Interest based 

conventional and Sharīʿah compliant banking in Pakistan that individuals related to businesses are 

unwilling to adopt Islamic banking solutions due to poor knowledge about their features and the 

nature of Islamic banking. 

Ahmad, Rahman, Ali, and Seman (2006) believe that multiple factors influence customer 

decisions to choose an Islamic bank—these may different across nations and segments of society. 

In addition to the quality of products and customer awareness, other factors like Islamisation of 

products may impact customer choice and satisfaction. Hence, customers with greater religious 

exposure may be more drawn to interest-free financial solutions. Gait and Worthington (2008) 

state that religion and pricing aspect are important in the selection of products/services, while 

Ahmad, Rahman, Ali, and Seman (2006) contend that Muslim customers select Islamic financial 

products/services because their religion demands them to follow Islamic guidelines.  

However, this view is opposed by Alserhan (2010), who determined factors other than 

religion at play in bank selection. Though the religion of Muslims demands them to follow specific 

guidelines in their everyday life, not all follow every aspect of religion in their personal, social, 

and professional lives. 
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Hooker (2013) further notes that, even though Pakistan is a Muslim country, Islamic 

banking could not flourish here like in Malaysia and Bahrain because of the economy’s demand 

for conventional banking systems. Islamic Banking Bulletins (March 2015, Sep 2014, March 

2014) published by the State Bank of Pakistan also advocate the same verdicts regarding Sharīʿah 

compliant banking in Pakistan.  

In the theoretical perspective, studies have attempted to determine factors which may affect 

customer choice and satisfaction. Customer choice decisions ultimately affect the utility derived 

by and satisfaction achieved from products/services. Given this, social scientists have proposed a 

number of customer satisfaction models. 

Johnson, Nader, and Fornell (1996) developed four models of customer satisfactions, 

namely, the performance, disconfirmation, rational expectation, and expectations–artefact 

models. However, in the context of customer goods and services, the American Customer 

Satisfaction Index has widely been used to measure. Angelova and Zekiri (2011) measured the 

variable of customer satisfaction in the mobile industry using this model. Like many other models 

of customer satisfaction, the ACSI assumes that customer satisfaction is driven by the perceived 

value of products/services. Other theories (Ajzen, 1975) also state that religion guides choice and 

behaviour, but the effect of religiosity has not been studied in detail in customer satisfaction models 

generally and especially in the measurement of satisfaction towards financial services. 

Karim (2008) contends that religious beliefs significantly affect the business and national 

culture of Pakistan. However, the degree of religiosity—which we consider to be an important 

factor affecting customer choices—has not been reasonably examined while measuring customer 

satisfaction towards financial services. Keeping in view the suggestions within the extant studies, 

we seek to address this gap by focusing on the role of religiosity in selection of Islamic banking 

products/services, their use, and customer satisfaction in the SME sector of Pakistan. We also aim 

to explore the moderating role of customer’s religiosity on these relationships. 

The current study intends to determine the logical conjecture of quality Islamic financial 

services’ product awareness/knowledge, their perceived value, and customer satisfaction within 

the SME sector. Furthermore, we analyze the moderating role of religious faith between the 

relationships of quality of Islamic financial services’ customer knowledge, perceived value of 

these services, and customer satisfaction. To accomplish the objectives of this study, the SME 
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sector of Pakistan is considered as our target population, since they are the dominant users of 

Islamic financial services (products) in Pakistan.  

1.4 Problem Statement 

Customer behaviour is a relatively new phenomenon, grounded in human behaviour 

theories. The marketing discipline itself emerged in the early 1950s after the end of the great 

recession. According to Assael (1995), there are two main reasons which can be attributed to 

insufficient focus on marketing and customer behaviour prior to the 1950s: First, mass production 

by manufacturers and marketing activities in this period were aligned with the economies of scale. 

Second, the purchasing power of the people was considerably low after the World War, Schiffman 

and Kanuk (1997) also believe. According to them, in an environment oriented towards 

production, people were forced to purchase what was available rather than choose according to 

their wants and desires. Hence, marketers decided to increase their product sales to more customers 

by positioning their offering to the right customers. This approach considered customer needs, 

which then helped to formulate the marketing concept. 

Understanding how humans take decisions in their daily life to fulfil their needs can be 

traced to the main theories of human behaviour, starting from Alfred Marshal (1842–1924), who 

transformed the emphasis of economics from the study of market to human behaviour in his 

seminal work, Principles of Economics (1890). The Marshallian theory argues that humans buy 

products or services which give them maximum personal satisfaction. 

The next revolution in the field of human behavioural studies was founded on the 

psychoanalytical theory of Sigmund Freud (1856–1939) and conditioning theory by Ivan Pavlov 

(1849–1936). Freud was of the view that humans responds to different symbols and external 

factors. In his writings on psychoanalyses from 1880 to 1930, he argued that phycological factors 

are important in shaping human behaviour (Thurschwell, 2000).  

Ivan Pavlov (1849–1936), a Russian scientist, then presented the theory of conditioned 

response, also known as the Pavlovian theory, in 1927 after his experiment on canines. He thus 

established that most human behaviour arises from conditioned responses (Allan & Sussan, 2001). 

In the same era, an American economist and social scientist Thorstien Veblen (1857–1929) 

presented the theory of leisure class. Veblen argued in his social phycological model that 

consumption patterns of individuals play a significant role in social comparison among different 
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classes of society. He believed that human and customer behaviours were influenced by their 

social, phycological, cultural, and political environment (Karoui & Khemakhem, 2018). 

Human behavioural studies proved to be the foundation for later customer behaviour and 

marketing studies. Belch and Belch (1990), for instance, argue that customer behaviour is, in fact, 

the study of human behaviour in the context of an individual’s role as the customer. Walters (1974) 

defined customer behaviour as a process which covers the customer’s decision to buy certain 

products/services. He further argued that, in this process, customers decide the type of product or 

service, time to purchase, brand, and place as well. This debate further expanded, with social 

scientist focusing on customer behaviour in the context of purchase and choice decisions. 

Fishbein and Ajzen (1975) presented the theory of reasoned action, which advocates that 

human behaviour is determined by the behavioural intension to perform. The behavioural intension 

of an individual is backed by her/his intension to perform certain acts, coupled with the subjective 

norms. Based on this theory, marketing experts believe that individuals are rational actors who 

decide to choose a certain product or service if it is in their best interest. In 1985, Icek Ajzen 

presented the theory of planned behaviour, an extension of the theory of reasoned action. 

According to this theory, perceived behavioural control of the individual, in addition to attitude 

and subjective norm, forms the intention to act. 

Customer behaviour theories further helped social scientists and marketing experts to study 

purchasing behaviours and customer patterns. 

There are various models which explain customers’ process for selecting any product or 

service. This way, two customer models have wide coverage and discussion in the marketing 

literature. First, the Nicosia model was developed by customer behaviour expert Francesco M. 

Nicosia in 1966. It states that customer behaviour is based on the firm’s message about the 

products/services, which allows the customers to develop an attitude towards the product/service. 

Customers then search for these products and evaluate them; satisfied customers give a positive 

response by buying the product, while unsatisfied ones reject it. 

Later, in 1968, Engel, Kollat, and Blackwell presented a comprehensive five-stage model 

of customer buying behaviour, starting from need recognition to the final outcome. Based on need 

recognition, customers search for information about the products/services and compare the 

numerous alternatives available in the market. These evaluations are then used for decisions to 

purchase the product.  
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In the process of choice and product selection, customers may be influenced by certain 

factors. For instance, the theory of customer values by Sheth, Newman, and Gross (1991) states 

that customer behaviour is influenced by functional, social, conditional, emotional, and epistemic 

values while making choice decisions. In this context, the conditional value can be categorised as 

the utility achieved over the alternative, while the social value is associated to the norms and 

culture of the customers which guide them to choose a certain product or service.  

In a country like Pakistan, where majority of the population is Muslim, religion has a strong 

influence on social and cultural norms. Muslims thus have religious obligations and social 

pressure to adhere to Islamic tenets in their everyday life. Thus, their religiosity and behaviour 

thereof may influence them to select Islamic financial products/services. 

The role of religion in behaviour has also been acknowledged by Cateora and Graham 

(1999) and Richardson and Rammal (2018), who state that religion plays a vibrant role in shaping 

individual behaviour or intentions to commit or refrain from an act, and ultimately the purchase 

decisions of the individuals. Arnould et al. (2004) argue that religion plays a role in shaping 

individual and societal attitudes. Hence, we may argue that individuals are the basic unit of society; 

their attitude towards an object will thus form the collective attitude of the society as well. In this 

particular case, attitudes of individuals towards the selection of Islamic baking products will also 

be considered as the attitude of the society at large.  

These findings are not limited to societies with the Muslim majorities. According to the 

Research conducted by the Gerrard and Cunningham (1997) on the Sharīʿah compliant banking in 

Singapore reveals that Muslims choose Islamic banking due to the religiosity factor. Customers’ 

positive attitude towards repurchase intensions for Islamic baking products has been supported by 

Nawawi, Roslin, and Hamid (2018) as well. Note that the Muslim population in Singapore is 

minority, so there is no social pressure to opt for Islamic banking products, only a religion 

obligation. Thus, the religiosity of an individual could be a factor in bank selection. 

  The role of religion has been poorly studied in the context of Islamic banking in the SME 

sector of Pakistan. The foremost aim of this research is to determine the effect of the quality of 

Islamic financial services (products), and to study the moderating role of religious faith in the 

relationships between the quality of financial services (products), customer knowledge, and their 

perceived value within the Pakistani SME sector. Based on the discussion developed in the 

literature review, we may infer that the moderating role of religious faith on the perceived value 
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of Islamic financial services (products) and customer satisfaction is an outstanding issue in the 

financial sector, within the SME sector.  

We thus note the need to develop a framework to encourage the public, in general, and the 

business community of the SME sector, in particular, to use Sharīʿah compliant financial 

products/services to meet their financial needs and strengthen their businesses. 

As discussed earlier, Islamic banking provides an interest-free financial solution to 

customers, ultimately leading to the welfare of society, while offering benefits to businesses as 

well. The current study also determines whether religious faith moderates the perceived value of 

Islamic financial services (products). This proposition remains consistent with the studies 

conducted in the same area in different organisational settings (e.g., Worthington et al., 2003; 

Swimberghe, Sharma, & Flurry, 2009; Nugroho, Hidayat, & Kusuma 2017). Lu and Chan (2012) 

also emphasise that the customer’s religious faith affects the selection of products/services, 

particularly in the financial sector. 

Nevertheless, there exists a gap in the current body of knowledge concerning the financial 

sector, specifically with the Pakistani SME sector. Thus, we seek to resolve the issues of quality 

of financial products, product knowledge, and service quality in the context of their selection, as 

well as the role of religiosity on the products/services’ perceived value and customer satisfaction. 

Thus, we formulate our problem statement: 

It is imperative to examine the quality of the customers’ knowledge of Islamic financial services 

in relation to perceived value and customer satisfaction along with the moderating role of 

religious faith with SME sector of Pakistan. Understanding these dynamics would ultimately 

enhance the market share of Islamic banking. 

1.5 Research Questions 

To outline the objectives of the present study, the following distinct, but related questions, are 

formulated (all pertain to the SME sector of Pakistan):  

• What is the effect of the customer product knowledge about Islamic financial services on 

their perceived value? 

• What is the effect of the quality of Islamic financial products/services on their perceived 

value? 

• What is the effect of the quality of products/services and the customer knowledge on 

customer satisfaction?  
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• What is the relationship between perceived value and customer satisfaction of Islamic 

financial products/services? 

• What is the mediating role of perceived value in the relationship between the quality of 

products, customer knowledge, and customer satisfaction? 

• How does religious faith moderate the quality of products/services, customer knowledge, 

and perceived value? 

• How does religious faith moderate the quality of products/services, customer knowledge, 

and customer satisfaction in relation to perceived value and customer satisfaction? 

1.6 Research Objectives 

As discussed earlier, our key objective is to investigate the effect of the quality of Islamic 

financial products/services and product knowledge on perceived value and customer satisfaction 

in the SME sector of Pakistan. The review of the extant literature in this context demands the need 

to study the underlying factors that may affect small business enterprises in the selection of Islamic 

financial products. Therefore, based on key propositions, the objectives with respect to Islamic 

financial products/services within the SME sector are: 

• To determine the effect of customer knowledge on perceived value. 

• To identify the effect of the quality of products/services on their perceived value. 

• To identify the mediating role of perceived value in the relationship between 

products/service quality, customer knowledge, and customer satisfaction.  

• To examine the relationship between perceived value and customer satisfaction. 

• To examine the moderating role of religious faith on the quality of customer knowledge of 

products/services and perceived value, product quality, customer knowledge, and customer 

satisfaction, perceived value, and customer satisfaction. 

• To analyse the effect of the quality of financial products and customer knowledge on 

customer satisfaction. 

1.7 Significance of the Study 

We intend to resolve the issues in the selection of financial products/services for the 

business community, particularly the SME sector of Pakistan. Moreover, this is helpful to identify 

the factors which may popularise Islamic financial products/services and create awareness of the 

attributes of the products/services and customer satisfaction within the SME sector. 
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The causal association between the various variables is presented in Figure 1; it represents 

the theoretical framework of the study. These relationships of the various variables are significant 

in research while answering the main problem and to accomplish the set objectives of study. The 

significance of this study within Pakistan’s SME context is as follows: 

• Theoretical knowledge: We present a framework to interpret and explain the quality of 

customer knowledge about Islamic financial services, as well as the moderating role of 

religious faith on perceived value and customer satisfaction. 

• Research knowledge: We describe the systematic inquiries into policy and practice.  

• Practical knowledge: This study may be useful for product development teams of the 

financial sector. 

• Policy: We propose the development of financial products according to the needs and 

desires of customers.  

Another significance of this study in the field of inquiry is the generation of the knowledge for 

greater understanding, critical evaluation and practice. 

1.8 Definitions of Key Terms 

Given the objective of the study, careful attention is given to concise conceptual and 

operational definitions of the chosen variables. These definitions are derived from the extant 

literature, while some are developed in the context of the current study. The conceptual definitions 

of all key terms below help to operationalise the main variables herein. 

1.8.1 Product Knowledge 

  Product knowledge is the awareness about the product/service. Lin and Zhen (2005) claim 

that customer knowledge is the awareness or understanding about the product/service which leads 

to the customer’s confidence in it. In this study, product knowledge includes dimensions such as 

customer confidence in the product, customer awareness about the product, and customer 

expertise. These dimensions are based in the literature (Park & Lessig, 1981; Brucks, 1985; Flynn 

& Goldsmith, 1999).  

1.8.2 Product Quality 

Product quality is a multifaceted concept which is challenging to measure (Shetty, 1987); 

it also has numerous definitions (Toivonen, 2012; Woodall, 2003). From a customer’s perspective, 

a product has different dimensions, whether tangible or intangible goods and services. A 

product/service has a number of attributes that are useful for the customers to fulfil their needs and 
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derive satisfaction (Kotler & Keller, 2005). We consider product quality from perspective of the 

customers of Islamic financial services. Specifically, we consider product price and Sharīʿah 

compliance to examine whether the perceived product quality has an effect on the use and customer 

satisfaction of Islamic financial products in the SME sector of Pakistan. 

1.8.3 Service Quality 

Service quality is the consumer's approach towards the total quality and dominance of the 

product/services (Parasuraman et al., 1988). The service quality has a unique meaning in the 

context of the banking industry due to its distinctive nature, that is, the transactions between the 

customers and the bank (Ribbink, Van Riel, Liljander, & Streukens, 2004). Santos (2003) is of the 

view that service quality is the customer’s judgment about the services being offered in the market. 

The current study considers the dimensions of service mentioned in the SERVQUAL model for 

service quality. 

1.8.4 Customer Satisfaction 

Satisfaction of consumers always relates to the fulfilment of their expectations of the 

products/services (Oliver, 1999). It explains the actual performance of, compared with the 

expectations about, the products/services. It is also inclusive of customers’ judgements based on 

their experiences of the product/services (Johnson & Fornell, 1991). The satisfaction of customers 

in the perspective of financial products/services can be recognised as the overall outcome of the 

products/services or it might be transaction specific as well (Boulding et al., 1993). A transactions-

specific point-of-view may be considered the judgment of a specific purchase incident (Oliver & 

Westbrook, 1993). However, overall satisfaction is the indication of the financial institution’s 

previous, recent, and upcoming performance. In the current study, satisfied customers of Islamic 

financial products/services will repeat the use of products/services. 

1.8.5 Small and Medium-Sized Enterprises 

SMEs in the current study are defined in the prudential regulations issued by State Bank of 

Pakistan (SBP) in May 2016. The SBP divides SMEs into two subsectors for convenience: medium 

enterprises (ME) and small enterprises (SE). An SE is any business with sales turnover of PKR 

150 million per annum however they can employ 50 workers to run their business operations, 

while an ME business can employ 51–100 workers and their sales turnover should not exceed 

PKR 800 million per year. However, manufacturing industries and service concerns can employ 

up to 250 workers in their businesses.  
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1.8.6 Religious Faith 

Religious faith has been defined in distinct contexts by the numerous researchers. Terpstra 

and David (1991) defined religious faith in the context of human actions which are based on certain 

beliefs and ideas that might be related to a reality which is difficult to empirically verify. Yet, 

people have firm faith which affects the events and actions in their daily life. Religiosity is the 

belief in a supreme power, such as God, and commitment to follow guidelines and moralities set 

by this power (McDaniel & Burnett, 1990; Weaver & Agle, 2002). Research shows that religion 

can guide behaviour in every aspect of human life (Clark & Wilkes-Gibbs, 1986), even with 

respect to the welfare of a community (La Barbera & Gurhan, 1997). 

The distinguishing fact of Islam is its direct influence in every aspect of a follower’s life, 

which is unlike other faiths (Lawrence, 1998). Thus, Islam also governs customer behaviour 

relating to individuals’ consumption as well as firms’ actions, such as selling products to customers 

that are beneficial to society. 

1.9 Structure of the Study 

We seek to furnish a detailed and thorough conceptual and empirical examination of the 

association between the quality of products/services, product knowledge, and the moderating role 

of religiosity on perceived value and customer satisfaction within the SME sector of Pakistan. This 

is an empirical test of the present model for enhancing the use of Islamic financial 

products/services by SME customers.  

The first chapter of the study included a thorough overview of the field of inquiry. It also 

included a statement on the research topic, purpose of the study, related studies, a problem 

statement, as well as the objectives, rationale, and significance of the study. 

The second chapter of the study provides an extensive review of the extant literature. The 

key variables are conceptually connected through the proposed model so that the reader may better 

understand the aforementioned issues. It also includes the theoretical framework and hypothesis. 

The third chapter discusses the methodological aspects of the study, as well as the 

development of the theoretical frameworks and testable hypothesis in line with our aims. 

The fourth chapter provides the detailed methodology, sample selection, data collection, 

and rationale for choosing the preferred techniques for the data analysis. 
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The fifth chapter presents the major findings, including a discussion on the major 

implications. There is discussion on the further research requirement in the field of enquiry. It also 

speculates how this research would enrich the extant body of knowledge on this topic.   
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CHAPTER 2: LITERATURE REVIEW 

 

This research examines the interactions between the quality of Islamic financial services’ 

product knowledge, perceived value, and customer satisfaction in the SME sector of Pakistan. We 

thus investigate existing understandings of the different relationships among variables of product 

selection, such as product/services knowledge/awareness and quality. We also investigate the role 

of religious faith on product/service selection and satisfaction derived from the use of services. A 

comprehensive literature review of the different variables will provide a conceptual basis for the 

current study. 

This section is an overview of research and debate on our key argument and its different 

constructs which may impact and control the use of Islamic financial products/services in the SME 

sector of Pakistan. There is only a weak consensus on the definition of Islamic banking in the 

literature: A numeral of academicians, students, professionals, and practitioners have defined it in 

different contexts and environments. 

Kamarulzaman and Madun (2013) consider Islamic banking to be a system or banking 

activity that is compliant with Sharīʿah. Haron and Wan Azmi (2008) argue that when the 

mobilisation of resources for any business activities as well as the institutions where these 

activities are coordinated exist in accordance with Sharīʿah, such a system may be defined as an 

Islamic banking system. They further emphasise Islamic banking to be a financial system that does 

not indulge in interest-based transactions. It is also not involved in prohibited business activities, 

such like dealing in alcohol, gambling, and business transactions based on speculation.  

The emergence of Sharīʿah compliant banking in the last quarter of the 20th century invited 

a direct competition between it and conventional banking (Islam, 2015; Bitar, Pukthuanthong, & 

Walker 2018). An Islamic banking system usually offers financial solutions to individuals and 

corporates parallel to the conventional interest-based system. The major difference between them 

is the mechanism of transactions, that is, one is interest-free while other is based on interest. Thus, 

the former is considered a more risk resilient banking system. This was proved in the 2008 global 

financial crisis, which began in the USA in the late 2007. The significance of the Islamic banking 

system became evident, as the confidence of financial sector academicians, professionals, and 

practitioners shifted from interest-based banking to interest-free financial systems. 
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This global financial crisis affected banks across the globe, damaging their financial 

performance and profitability (Ellaboudy, 2010). Several banks had to close operations owing to 

heavy losses reported in their financial statements. These losses occurred due to business linkages 

with the interest-based subprime mortgages. The 2008 wave of this crisis forced many banks and 

financial institutions to file bankruptcy. Even Lehman Brother, a central player in the crisis, was 

never expected to suffer losses, and yet it eventually became defunct because of this crisis. 

The financial distress in 2008 helped increase the public’s interest in Islamic banking 

because it was comparatively less affected. Experts and practitioners of Islamic banking hold that 

Islamic banks survived this wave of financial crises around the globe (Kassim & Majid, 2010; 

Rosman, Wahab, & Zainol, 2014). The central cause for this endurance is the nature of its business 

approach and fundamentals. As per Islamic banking principles, its transactions must be based on 

some trade or linked to some assets (Smolo & Mirakhor, 2010; Islam, 2015). Thus, it could be 

stated that if such fundamentals had been in practice for financial transactions, the 2008 financial 

distress might be prevented. Academicians and practitioners generally do believe that interest-free 

banking is comparatively more stable than conventional banking (Kaleem, 2000; Samad, 2016).  

Islamic banking is based on a partnership to provide interest-free financial solutions. 

Sustainable economic growth depends on the honesty and sensibility of the community, forming 

the pillars of a true Islamic society (Bjorvatn, 1998; Yusuf, Bin Bahari 2015). In the same zeal, 

Islamic financial institutions are components of an Islamic society that help maintain the social 

order—They encourage sustainable economic growth through the provision of equal opportunities, 

income, and wealth to all people (Chapra, 1985; Gheeraert & Weill, 2015). Every individual and 

institution in society is responsible for helping other society members to become more productive 

individuals of the economy. Financial institutions (conventional and Islamic) are also part of this 

phenomenon. 

An Islamic banking system can play a vital role in promoting SMEs that have low financial 

resources through Sharīʿah-compliant financial assistance. However, there is high unawareness in 

Pakistan of the financial market, especially regarding the operating mechanism and principles of 

Sharīʿah compliant financial solutions offered/available in general (and particularly to the SME 

sector).  

As discussed earlier, there are two prevailing banking systems in Pakistan: Islamic and 

conventional. Both systems provide financial solutions to individuals to make their financial 
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investments against a rate of return (Choudhury & Hussain, 2005; Johnes, Izzeldin, & Pappas, 

2014). The literature indicates that most developed and developing economies are moving towards 

interest-free banking systems to allow for secure financial solutions for customers (Hayat & 

Kraeussl, 2011).There is consensus among academicians, professionals, and practitioners that 

Islamic financial systems are a more viable and risk-averse alternative for customers and for 

economic growth (Khan & Bhatti, 2008; Bilal & Abbas, 2015; Trabelsi & Naifar, 2017). 

After the global financial crisis, the Islamic (Sharīʿah compliant) banking has become a 

more reliable source of financial intermediation in the key sectors of developed and developing 

economies (Ismaeel & Blaim, 2012). The growth of Islamic banking systems and its 

products/services (e.g., mushārakah, mudārabah, murâbaḥah, ijāzah, ṣukūk, takāful, and Islamic 

mutual funds) has been gaining popularity in most of the established capital markets (Khan, Bhatti, 

& Bilal, 2006). The Islamic banking system has a competitive edge because its products/services 

attract customers in the financial market.  

After the global financial crisis, the interest-free (Islamic banking) system has struck the 

interest of SMEs and the general public, though its contribution to the economy of Pakistan can be 

traced to its inception in 1970. The growth of Islamic banking system in Pakistan is evident from 

its trend analysis: Islamic banks have recorded good growth in assets, liabilities, share capital, and 

reserves (Awan, 2009). Despite this growth, in a review of the first quarter of 2012, Islamic 

banking accounted for only 7.7 % of the total banking industry. This share increased to 10% by 

the end of 2014 (IBB Dec 2014). The rapid increase in market share points to the interest of SMEs 

and the general public in Islamic financial products. 

State Bank of Pakistan has taken several initiatives to increase the share of Islamic banking 

in the country. A training course was held on 24–28 November 2014 on financing the SME’s 

Islamic perspective. A media campaign was also launched in December 2014 to create awareness 

about Islamic banking and finance. Based on these awareness initiatives, we may argue that the 

market share of Sharīʿah compliant banking will continue to increase. As discussed earlier, the 

product/service quality of the Islamic financial system may affect their use and customer 

satisfaction. The attributes of Islamic financial products/services, such as quality, may play a 

significant role in their perceived value and use among corporate and general customers in the 

financial market. 
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2.1 Role of Knowledge in Product/Service Selection 

There are various tangible and intangible products available in the market to satisfy 

customer needs. Business individuals need banking products/services to meet their day-to-day 

business activities and needs. There are numerous parameters of products/services based on which 

these customers make their selection decisions. The literature has widely covered customer 

attitudes and parameters employed in the selection of tangible products. Yet, intangible products—

both conventional and Islamic financial products/services—have received much less attention. 

Besides other factors, customer knowledge has been considered a key feature of customer 

behaviour towards the selection of these products. In our context, we seek to investigate the role 

of customer knowledge of the various aspects of these products/services in selection, along with 

moderating role of religiosity on use and customer satisfaction. The variable, product knowledge, 

in this regard is the customer’s awareness of Islamic financial products/services.  

2.1.1 Knowledge or Awareness 

Knowledge or awareness of any product, situation, or incident is the understanding, 

cognition, or realisation of that particular phenomenon. Annabi and Ahmed (2015) and Endsley 

(2017) state that ‘awareness’ is the perception of a subject or knowledge in a particular situation. 

This study intends to determine the relationship between customer knowledge of the Islamic 

financial products/services and their perceived value. Thus, if anyone is familiar with the features 

that distinguish Islamic financial products distinguished from conventional ones, she/he may be 

said to be ‘aware’ of Islamic financial products. 

Anir, Nizam, and Masliyana (2008) believe that awareness is the basis for idea development 

related to one’s personal experiences of that particular phenomenon. Hence, it plays a critical role 

in decision-making processes. 

Awareness may be an individual’s own perception about a particular issue or object; 

therefore, all people have different degrees of awareness. It may be assumed that the goal of 

awareness is to enhance the understanding of a product or phenomenon. Consequently, we may 

also assume that awareness, in the context of Islamic financial products, is a factor which increases 

the education level of the masses and their consciousness of the features of Sharīʿah-compliant 

financial solutions available in the market. To gain in-depth knowledge, it is necessary to study 

the different aspects and sources of awareness regarding Islamic financial products/services.  
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2.1.2 Brand Awareness 

Islamic financial products can be distinguished in the market as a separate brand based on 

their various and unique attributes. This makes brand awareness necessary for the acceptance of 

these products/services. Keller (1993) and Kumar (2017) explain that awareness of the brand 

depends on the knowledge about the brand. Irrespective of how they have obtained it, customers 

with brand knowledge have higher awareness of that brand (Valkenburg & Buijzen, 2005). A 

number of studies endorse the view that the higher brand awareness leads to high customer 

confidence (Laroche, Kim, & Zhou, 1996), which then increases customers’ likelihood to trust and 

purchase from that particular brand (Smith & Wheeler, 2002).  

Briz and Ward (2009) and Sinha and Sheth (2018) contend that brand awareness paves the 

way for product acceptance and use. They further explain that customers have usually different 

degrees of awareness: some may be completely ignorant about product/service features, while 

others may have incorrect knowledge/information. In fact, customer awareness and purchase 

decision are linked in a non-linear relationship. Hence, complete knowledge of any 

product/service does not assure the linear increase in its purchase or consumption. Complete 

awareness may help potential users to differentiate among available alternatives. Thus, awareness 

of Islamic financial products/services may help increase their use compared with conventional 

interest-based alternatives. Customers may prefer Islamic financial products based on their 

emotional attachment, religious awareness, and need for interest-free products/services.  

Normally, customers independently make decisions about their daily life. Due to the 

recurring nature of these decisions, customers do not require in-depth thought or special expertise. 

However, financial decisions are unique because they are important and complex in terms of the 

knowledge required to make sound decisions. Further, the complexity of these decisions varies 

with each customer’s needs and each unique financial product available in the market. Customers 

select these products/services based on different factors according to their preferences and degree 

of awareness and knowledge. 

2.1.3 Degrees of Knowledge 

The degree of customer knowledge indicates the ability to choose among different 

alternatives for products or services (in our case, interest-based vs interest-free). The choice, 

preferences, and decisions of customers may depend on different variables, but current research 

focusses on the knowledge possessed by the customer about financial products/services. The 
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customer’s selection of financial products/services may depend on the degree of relevant 

knowledge she/he uses to make the decision. For Islamic financial products/services, it may also 

involve the customer’s knowledge of religion, since Islamic financial instruments are based on 

prescriptions in the Qurʾān and Ḥadīth. Hence, while selecting Islamic financial products the 

degree of customer knowledge may be of vital importance and effect.  

Higher product knowledge increases the customer’s ability to evaluate the product or 

service’s attributes, (Spence & Brucks, 1997; Alba &Hutchinson, 1987; Swait & Adamowicz, 

2001). Huneke, Cole, and Levin (2004) argue that customers with more knowledge have higher 

confidence; they are also more efficient in their decisions. We may then contend that customers 

with in-depth knowledge of the attributes of Islamic financial products/services may become more 

confident and active users of these products/services. 

In this discussion, it might be imperative to note that some customers might even have 

prior knowledge of Islamic financial products/services, that is, before selecting the product. On 

the other hand, others may acquaint themselves with the product/service while or after using it. 

Whichever the case may be, prior or post knowledge may affect product selection and use. 

Customers’ prior knowledge of the product/service affects their choice and decisions. Park 

and Bettman (1980) categorised customers into three groups based on their prior knowledge of 

phenomenon to empirically establish that customers with low knowledge generally rely on the 

attributes of products they already have in mind. Those with medium knowledge compare products 

based on their attributes, while those with high knowledge are experts choosing among brands. 

Thus, customers with lower prior knowledge of Islamic financial products/services may rely on 

their conceptions of this phenomenon; those with medium knowledge may compare such 

products/services with conventional interest-based ones; and those with high knowledge may 

choose between different brands of Sharīʿah compliant financial products/services available in the 

market. 

The customer’s prior knowledge of products/services may affect product selection and 

decision-making processes. Prior to final selection or decision-making, customers undergo 

different stages. According to Brucks (1985) , Rao and Sieben (1992), customers first search for 

relevant information about the product or service prior to its selection. Hence, prior knowledge 

may affect this information-searching process. Once the required information is obtained, 

customers begin to process the information, and make decisions about the selection or rejection of 
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the products/services based on different priority checks that vary from by customer. Biehal and 

Chakravarti (1983), Alba and Hutchinson (1987), and Rao and Monroe (1988); hold that customers 

acquire information and process it to make choice decisions. They further argue that customers 

follow different patterns of decision-making based on prior information. Lynch and Feldman 

(1988) believe that customers select products/services based on knowledge and information in 

their memories.  

Customer behaviour has been studied in different contexts and settings. A customer’s 

decision is based on different factors. Customer knowledge of some product or phenomenon is of 

vital importance in any decision-making process. Customers evaluate different available options 

and finally chose the product/service based on their assessments of the products/services. Usually, 

customers need two or more alternative products to make a choice. These products/services should 

also bear positive meanings in the minds of customers. Rao and Monroe (1988) establish that 

product assessment is generally based on the product knowledge possessed by customers. Hence, 

customers with varying degrees of knowledge of financial products/services may respond 

differently in their choices and final selection.  

The financial needs of customers are also recurring like other customer goods and services. 

High degrees of knowledge about Islamic financial products/services is crucial to retaining 

customers. It is evident from advertisement-based customer decisions that the degree of knowledge 

may affect decision-making. Toncar and Munch (2001) elaborate how customers with low product 

knowledge could be misguided by advertisements, which are characterised by incomplete 

information. However, customers with high degree of knowledge are less affected by such product 

advertisements (Chuang, Tsai, Cheng, & Sun, 2009). Hence, we may reasonably argue that product 

knowledge is important for customers to select appropriate financial products/services. Moreover, 

a higher degree of product knowledge could be necessary to retain customers using Islamic 

financial products/services for their business needs. 

2.1.4 Types of Knowledge 

Product knowledge, as already established, is an important construct for the selection of 

and customer retention by a specific brand or product. Academicians and researchers have placed 

knowledge into two broader categories: objective and subjective. Objective knowledge is the 

precise information about the product stored in the customer’s long-term memory, while subjective 

knowledge is the customer’s awareness about a product/service based on her/his subjective 
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interpretation. The level of correspondence between objective and subjective knowledge is usually 

not too high (Park & Srinivasan, 1994) because customers are generally overconfident (Alba & 

Hutchinson, 2000). Importance of product knowledge cannot be overemphasised in the banking 

industry. 

Before the actual purchase of any financial products/services, customers search for 

information and process it accordingly to make their buying decisions. The correlation of 

knowledge with customer behaviour has been studied in different fields. In the health industry, 

Petrovici and Ritson (2006) report that the degree of customer knowledge is positively correlated 

with preventive behaviour towards diseases. In the same way, customers’ decision-making for the 

selection of any product or service is based on the information they have acquired over time. 

Furthermore, customers make their selection decisions based on the information pool in their mind 

(Lynch & Feldman, 1988). 

The search for information and processes relates to the customer’s decisions to consumer 

product/service (Rich, Solomon, & Trotman, 1997). In fact, the customer accepts or rejects a 

specific product/service in the information processing phase (Brucks, 1985).  

Numerous researchers have indentified that the purchase decision depends on the 

customer’s product knowledge. Tuu and Olsen (2009) state that, when customers select a financial 

product/service, they depend on their knowledge of that product/service for purchase. Lin and 

Chen (2006) believe that customer knowledge of the product/service depends on their awareness 

of that product/service and its use.  

Product knowledge and awareness have been studied in the context of physical goods in 

the discipline of marketing as well (Tuu & Olsen, 2009). However, we investigate the construct of 

product/service knowledge of Islamic financial products. Hence, it is reasonable to argue that such 

product knowledge may affect customers’ buying decisions and their use of the Islamic financial 

products within the SME sector of Pakistan. 

2.1.5 Subjective Knowledge 

 Kaplan and Berry-Rogghe (1991) state that human behaviour needs guidance. When 

individuals face situations where such guidance is not available, they generally avoid the situation 

altogether. When higher uncertainties exist, people draw guidance from their knowledge gained 

through prevalent situations. Hence, an individual’s knowledge influences her/his decisions 

significantly. Amyx et all (1994), in their study on human behaviours, state that people who have 
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good knowledge of environmental issues tend to spend more money on eco-friendly products. 

Corral-Verdugo (1996) and Mostafa (2006) argue that knowledge influences proactive behaviour. 

Knowledgeable customers show more responsible attitudes and behaviours towards their selection 

of products/services.  

In this context, the knowledge of Islamic financial products/services may guide customers 

in their selection and choice decisions. Though customers have knowledge of certain phenomenon, 

the application of this knowledge may not be possible due to limitations (Chang, 2008). Then, 

even with knowledge, the non-availability of Sharīʿah compliant solutions in the market will 

hinder customer’s from applying this knowledge. 

2.1.6 Objective Knowledge 

Objective knowledge deals with actual or factual information about the product/service in 

the mind of a customer. In our scenario, the objective knowledge about Islamic financial 

products/services is the customer’s awareness about the interest-free mechanism and knowledge 

of the product/service features which differentiate them from conventional offerings. Objective 

knowledge thus depends on customer experience. 

Selnes and Troye (1989) state that subjective product knowledge comprises customer 

expertise and the outcome of customer experience. The customer first gathers sufficient knowledge 

of the product/service, and then acquaints herself/himself with the different categories within that 

product range over time. This eventually leads to customer expertise (Alba and Hutchinson, 1987). 

This knowledge and experience help the customer to make purchase decisions (Bettman & Park, 

1980; Mitchell & Dacin, 1996; Maheswaran, Sternthal & Guerhan, 1996).  

While subjective knowledge deals with the customer’s perception of knowledge about the 

product/service, objective knowledge reflects the actual state of the customer’s awareness (Brucks, 

1985; Park & Srinivasan, 1994; Alba & Hutchinson, 2000). Hence, the former is a stronger 

motivation factor in customer behaviour studies. Nevertheless, there is significant difference in 

both kinds of knowledge, but individuals who possess either follow almost similar patterns of 

information searching and processing (Mairh, Mishra, Kumar, & Mairh, 2010).  

The importance of subjective knowledge has been tested empirically, since it has more 

influence on customer purchasing behaviours (Moorman, Diehl, Brinberg & Kidwell 2004). Thus, 

we can argue that subjective knowledge of Islamic financial products/services may have a stronger 

effect on the customer’s choice decisions to purchase financial products/services in the market. 
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On the other hand, while making financial choice decisions, customers are exposed to 

various risks. These risks have been categorised as functional, financial, physical, psychological, 

social, and time loss risks (Roselieus, 1971; Jacoby & Kaplan, 1972). Another important factor is 

the amount or quantity of risk associated with any financial decision. Different customers may 

have their own unique perceptions of the quantum of risk associated with their buying decisions 

(Dowling, 1986). For the selection of Islamic financial products/services, customers may face 

financial, psychological, and social risks. Conventional financial products/services available in the 

market might be more cost-effective in comparison, but they might carry psychological risk due 

to the conflict arising from using interest-based instruments. Moreover, if the majority of society 

adheres to Islamic norms, then a social risk also arises. 

Customer knowledge is an important construct in the choice and selection of products/ 

services. Here, choice is the fundamental process which follows the assessment of different 

products/services available in the market. Customer choice depends on the judgement of customers 

about products/services, and hence both judgement and assessment are influenced by customer 

knowledge. Thus, final decisions on the selection of products/services are made after the 

evaluation of all available options. Regarding the execution of the choice process, we understand 

that there must be more than one option available to the customer. Additionally, customers must 

perceive these alternatives positively. In this research, there are two set of financial products: 

conventional and Islamic financial products/services.  

Customers are free to make their selection decisions. Irrespective of the selected 

products/services, they are based on cognition and product knowledge. Customers follow the 

choice process to take their final decisions. As all steps involved in the customer’s choice process 

are based on cognition and customer knowledge, psychological theories explain the choice process 

as the method of making different decisions in different situations. Hastie and Dawes (2001) claim 

that humans follow cognitive processes in different situations while making decisions. They 

further argue that it is mostly humans who use common skills of cognition to guide them in 

decision-making. On the other hand, these skills may also influence customers who are restricted 

in their choice decisions. Similarly, Muslim customers restrict themselves from buying interest-

based financial products/services.  

In this regard, the customer’s religious knowledge also guides them in their purchase 

decisions. Islam is the complete religion and comprehensive code of life which provides guidelines 
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to its followers for consumption-related decisions. While Islam prohibits a number of behaviours, 

transacting in interest is highly censured. 

Holy Prophet ملسو هيلع هللا ىلص prohibited interest-related business activities for all Muslims, as evidence 

by Ahadīth. The prohibition of interest also exists in older scriptures such as the Old Testament, 

Exodus, and Leviticus. The Old Testament specifically prohibits usury. Exodus 22:25; Nehemiah 

5:7–10; Deuteronomy 23:19–20; Leviticus 25:36–37; and Proverbs 28:8 all deal with this 

prohibition. 

Since the Qurʾānic and Ḥadīth mandate all business to be based on honesty, justice, equity, 

and an interest-free mechanism (Butt & Aftab, 2013), these fundamental values must dominate the 

economic behaviour of an Islamic society. Research has noted that the basic principles of Islam 

significantly influence the decision-making of its followers in everyday businesses or exchange of 

transactions (Siala, 2013). Based on these views, we may assume that an individual with Islamic 

knowledge has a more inclination to opt for Sharīʿah compliant banking system compared with 

conventional banking. Hence, those with knowledge and awareness of the religious perspective of 

financial services might favour Islamic financial products/services than conventional alternatives 

available in the market. 

2.2 Religious Faith or Religiosity 

The theory of religious values states that faith usually sets certain moral guidelines for its 

followers, who are expected to practice these values and beliefs meant to keep the society within 

certain boundaries (Worthington et al., 2003). Hence it is the natural assumption that every society 

acts on religious faith, moral values, artefacts, and norms to confine itself with limitations. 

Similarly, the corporate market also runs businesses inside its ambit within defined boundaries. As 

discussed by organisational theorists, dynamic organisations run their daily operations based on 

accepted traditions, norms, and values (Mokhlis, 2006). 

This perspective may be generally applicable to the everyday life of members of a society 

who make personal decisions for the purchase of tangible and intangible products/services. The 

social exchange theory thus demonstrates the religious perspective dominant in a society, 

especially when such a society was founded based on religious ideology (Rehman, 2006).  

In the current context, Pakistan came into being based on religion—96% of its population 

is thus Muslim, and it prioritises Islamic faith and values. It might be pertinent to mention here 

that when practising Muslims engage in business transaction, their religious faith and values play 
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a significant role in their purchasing and selling decisions, especially in financial decisions (Jamal 

& Sheikh, 2013; Riaz, Khan, & Khan 2017).  

Academicians and scholars have defined ‘religiosity’ in different contexts and through 

different mean (King & Boyatzis, 2004; Mokhlis, 2009). Alam, Mohd, and Hisham (2011) 

prioritise the broader view of religiosity. They maintain that religiosity has three fundamental 

characteristics distinct from the religion itself: 1) A strong belief in a supernatural or supreme 

power, such as God; 2) it inculcates a culture of sacrifice and donation among its people, and in 

return, helps reduce materialism and greed; and finally, 3) it binds the people to participate in 

religious activities of worship or ceremonies at an individual or a collective level (King & 

Boyatzis, 2004). Reich, Oser, and Scarlett (1999) contend that religiosity deals with a formalised 

principle of a supreme power; it requires following a set of rituals prescribed in it. In the current 

context, religiosity is the individual’s belief in the oneness of God according to Islamic principles 

and desire its followers to abide by the guidelines that govern the daily actions of Muslims. 

Wyatt and Johnson (1990) define religion as a system that prescribes certain practices; its 

followers have a firm belief in the sacred and supernatural power of the universe. They respond to 

this supreme power according to their own interpretations and beliefs. Schiffman and Kanuk 

(2008) further hold that the purchase decisions of different religious groups are influenced by their 

belief in and knowledge of their religion. 

We may thus conclude that consumption behaviour is influenced by religious guidelines 

and beliefs. Most religions impose limitations on the actions and daily routines of their followers. 

In the same way, Islam also imposes boundaries on goods and services consumption. The products 

which are allowed for consumption are ḥalāl (‘permissible’), and those that are not are ḥarām 

(‘forbidden’). Islam also impose restrictions on sources of income generation, with guidelines 

thereof. Sources which are compliant with Islam are ḥalāl, while those which violate Islamic 

injunctions are ḥarām. The Qurʾān and Ḥadīth clearly guide Muslims to believe that income 

derived from interest is ḥarām, but they allow trade instead. 

How religiosity affects the behaviour of Muslims has been discussed in various studies 

earlier. Vitell and Paolillo (2003) claim that the religiosity of an individual may significantly 

influence beliefs. They further note that this religiosity determines beliefs and approaches towards 

the individual’s doctrine of life. One’s dedication towards a belief or doctrine may then affect 

her/his values and decisions. Muslims customers too must decide which product they should adopt 
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from among different alternatives. Here, Ateeq and Shabbir (2010) state that the degree of 

religiosity of Muslims guides them in their selection of new products or services because 

religiosity affects their beliefs and values. Giorgi and Marsh (1990) explain that religious 

dedication often has a positive effect on individual behaviour. Since most Muslims follow the 

Qurʾān and Ḥadīth in their daily lives, they also seek guidance in every aspect of life from these 

sources. There are number of verses in the Qurʾān which guide Muslims to have firm belief and 

honour their beliefs through their conduct (Al-Nur: 37; Al-Qasas: 77). 

Bakker, Van Den Berg, Düzenli, & Radstaake (2009) in their study on ḥalāl meat 

consumption habits of the different religious groups elaborate that religious conviction plays a 

crucial role in consumption of meat. Some religious groups follow specific guidelines for meat 

consumption; for example, followers of Islam and Judaism avoid the pork and meat which is not 

slaughtered ritually. Hindus and Buddhists generally avoid meats, while most modern Christians 

do not follow any dietary restrictions. Bonne and Verbeke (2006) further state that Muslims are 

very particular in their dietary restrictions, preferring to slaughter sheep and chickens themselves 

in countries and societies where ḥalāl methods are not observed. 

Islam is extremely particular in its teachings about the awareness of ḥalāl and ḥarām, 

particularly outlined by Ḥadīth of Ibn Mājah, wherein the distinctions between ḥalāl and ḥarām 

are clearly outlined (Ibn Mājah, No. 3367) as interpreted from the sayings of the Holy Prophet ملسو هيلع هللا ىلص.  

The challenge in this era is to segregate the ḥalāl sources of financial needs, income, and 

investment from the ḥarām sources. Since Pakistan is predominantly Muslim, its societies practice 

Islam in their daily lives. Because the byelaws and environment of the country are supportive of 

Islam, its followers have great flexibility in practicing Islamic teachings. However, the current 

financial market not entirely consistent with Islamic guidelines. In this scenario, the need for 

alternative solutions to interest-based financial products/services have become important. The 

provision for financial transactions is crucial for all individuals, and hence State Bank of Pakistan 

re-launched its Sharīʿah compliant banking system in 2002 to meet the demands of the people 

(Khan, Bhatti, & Bilal, 2006). 

Mokhlis (2009) is of the view that religion is an important factor which affects the 

behaviour of people. The intensity of its effect may vary according to the degree of religiosity, 

which has been acknowledged by social scientist as well. In fact, Zamani-Farahani and Henderson 

(2010) and Zamani-Farahani and Musa (2012) consider religion to be a cultural force. Thus, we 
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may argue that religion affects individuals and society as a whole, and specifically their 

consumption behaviours. Hence, devout Muslims usually consider their religion to be a reference 

point for their daily lives. In fact, Alam, Mohd, and Hisham (2011) show that the religion of 

Muslim customers plays moderating role in their purchasing behaviour. 

Islam is based on an uncompromising principle of the oneness of God and a belief in the 

hereafter. Muslims believe that God has unlimited power and that they are answerable to Him 

about their deeds on the Day of Judgement. This belief forces and guides them to follow the path 

which is ‘paved’ by Allah for humans through His Messenger. Besides ritual adherence, this belief 

also inculcates a sense of fear of Allah, which serves to make Muslims follow the teachings of 

Islam and avoid all things forbidden by Allah and His Messenger. 

Religiosity in the Muslims shapes their behaviour, which in turn, affects their social, 

cultural, economic, and financial activities. However, other religions usually do not interfere in the 

economic life of a person, making the influence of Islam more penetrating in an individual’s life. 

Thus, the degree of religiosity of Muslims would likely have a varying effect on their decisions to 

purchase financial products/services. 

While Caird (1987) states that Christianity, as commonly practised, focusses on rituals and 

church attendance, the study of Muslim religiosity is bound to be different due to Islam’s different 

approach towards life. We may state that, for a Muslim, submission to all of Allah’s 

commandments, not only limited to rituals but also to worldly conduct, is a supreme priority. 

Religiosity has been the subject of many prior studies. However, most of these works 

examine rituals, while the study of attitudes and financial decision-making is missing. Since 

Muslims beliefs do affect attitudes and financial decisions, we attempt to determine the influence 

of religiosity in its composite form. This includes beliefs, rituals, and daily conduct affecting the 

purchasing behaviour. The consideration of what is permissible (ḥalāl) and forbidden (ḥarām) in 

the context of financial products/services is a unique aspect of our study.  

Haron, Ahmad, and Planisek (1994) show that Islam influences bank selection by Muslims. 

However, Erol and El-Bdour (1989) contend that profit maximisation is the stronger determinant 

of bank selection than religiosity is, though this result could indicate a lack of financial knowledge 

about Islamic financial products/services. Bley and Kuehn (2004) found that religious beliefs guide 

individuals in the selection of their bank products/services. Those with the greater religious 

commitments thus prefer Islamic financial products/services. 
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2.2.1 Religious Commitment 

Religiosity can be further divided into religious affiliation and religious commitment, 

where the former has been studied as religious identity by social scientists. Religious identity and 

its effect on human behaviour have roots in Max Weber’s theory. According to Weber (1946), the 

religious identity of a person affects her/his economic behaviour. In fact, it not only affects 

economic behaviour, but also influences the number of traits in an individual’s behaviour and in 

society. Iannaccone (1998) found 12 different variables which are affected by religion; overall, life 

satisfaction level; risk-taking attitude, and behaviour towards education were found to be 

prominent traits. 

Religious identity is one of the contributors in the correlational relationship between a 

person’s identity and financial behaviour (Ysseldyk, Matheson, & Anisman, 2010). Muslims 

believe in the hereafter—Similarly, Becker and Mulligan (1997) claim that such beliefs have an 

effect on individual behaviour. Weber (1946), who postulates that a belief in the hereafter affects 

customers’ economic behaviours, also explains that the economic norms followed by Protestants 

were greatly affected by their extremism in belief. In contrast, John Calvin states that God 

predestined all life before creation, so it impossible to determine human destiny through deeds. On 

the other hand, Weber argues this belief carries various uncertainties about the future. He further 

argues that Calvin’s followers interpret a person’s destiny from her/his worldly actions. Later, 

Blum and Dudley (2001) extended Weber’s theory to argue that, in Catholic belief, repentance can 

help develop a sentiment of non-cooperative behaviour in people. 

Muslims also believe that all life is predestined and known by God. However, Muslims are 

still required to obey Sharīʿah as conveyed by the last prophet of God. Based on Islamic teachings, 

ribā (interest) is forbidden. The Qurʾān clearly declares any indulgence in ribā by any individual 

as a ‘war’ against God and His messenger. Since Muslims believe they will be held accountable 

for their deeds on the Day of Judgement, we expect them to seek interest-free financial 

products/services wherever such alternatives are available.  

Miller and Hoffman (1995) argue that religiosity influences decision-making, and that 

lower religiosity develops the less risk-averse attitudes. Stark (2002) notes that religion is 

positively correlated with a risk-aversion attitude in countries with a Christian or Muslim majority.  

The religious knowledge of an individual cannot determine the level of his/her religiosity. 

However, the intensity of his/her practice of that knowledge does. Religiosity defines an 
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individual’s pledge towards her/his religion, which ultimately reflects in her/his daily behaviours 

(Sungkar, 2010). This fact can be observed in Muslims living in regions where they are a minority.  

Increased globalisation as well as the migration of eastern Muslims to western countries 

has also raised the awareness of different product features. Muslims pay more attention to the 

processes and sources of contents and ingredients of customer products (Hearty, McCarthy, 

Kearney, & Gibney, 2007). Globalisation and migration have given rise to cultural melting pots 

within existing or host cultures. People of different faiths and beliefs have led multiple social 

changes in different communities (Cleveland, Laroche, & Hallab, 2013). 

Islam has the second largest religious following in the world, and Muslims living across 

the world adopt products/services according to their beliefs. As per Sandikci and Ger (2010), 

Muslims living in the UK are conscious about their religious and cultural identity, and often select 

products/services based on their faith. They seek ḥalāl foods, and hence business catering to 

Muslim needs have grown tremendously in the UK over the past few years (Knot, 2009). 

Such Muslims, who live in mixed religious cultures and societies, do try to maintain their 

identity; for example, they prefer the ḥalāl-labelled products/services (Sandikci & Ger, 2010). 

Since Islam applies to all spheres of life, Muslims living in any part of the world feel compelled 

to follow religious guidance regarding the consumption of products/services. 

The religious commitment of individuals affects their beliefs; religious people often 

evaluate products keeping in mind their religious schemas. Similarly, Muslims consider their 

decisions in the context of the hereafter (Mokhlis, 2006). Jamal and Naser (2003) also contend 

that the religiosity of people also influences their feelings and attitudes towards consumption and 

decision-making.  

McKechnie and Harrison (1995) studied the relationship between religious affiliations and 

people’s consumption of products/services. Their conclusions reveal that the religion of the 

customer has a significant effect on her/his selection criteria of financial services. The bifurcation 

of religious faith into religious affiliation and religious commitment is substantial in our study 

because majority of the people living in Pakistan are Muslims. So, while they may be religiously 

affiliated with Islamic financial products due to their inherent faith, customer decisions may also 

depend on the customer’s religious commitment, that is, religious values, practices, and beliefs 

(Worthington et al., 2003). Lu and Chan (2012) also supports the view that the customer’s 

decisions to buy products/services are based on religious and cultural beliefs. These perspectives 
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may lead to a reasonable inference that the religious beliefs and values have a moderating effect 

on customer knowledge, quality of Islamic financial products, perceived value, and customer 

satisfaction. 

Thus, we determine the impact of Islamic financial products (product awareness, quality 

of product, service) on perceived value and customer satisfaction in Pakistani SMEs. We also 

consider the moderating role of religious faith on perceived value and customer satisfaction, which 

would enhance the market share of the Sharīʿah compliant banking system in Pakistan. 

McCleary and Barro (2006) found that there exists an effect of religion on a number of 

variables, such as trust and work ethic. While religion does not directly impose any obligation or 

have a causal effect on customer behaviour, religious affiliation correlates with a number of 

unobserved variables which affect human behaviour (Lillard & Price, 2007). When people’s 

choices of products/services align with the religious parameters, they are more likely to select from 

these products/services (Hungerman, 2011). Hence, human and religious behaviours are correlated 

other than the religion itself; these factors include the environment of the individuals in which they 

were raised (Altonji, Elder, & Taber, 2005). 

We thus study the effect of religious affiliation and commitment under religiosity on the 

selection of Islamic financial products/services. People of different beliefs and affiliations may 

behave differently in their financial decisions. Thus, the role of religious affiliation has a large 

influence on the behaviour of religious people whose identities, rituals, and beliefs determine their 

worldview (society, people, and consumables). 

A question does arise regarding why the specific identity of people, such as Muslim, 

Christian, or Hindu, leads to different behaviours in specific situations. Turner’s 1985 self-

categorisation theory reveals that every individual exists in different social setups at a given 

time—for example, male or female belonging to a professional group or religious sect. Each of 

these groups has its own set of rules and norms. Individuals belonging to each group adopt and 

practice these norms in their daily lives. Thus, the religious affiliation of a person guides her/him 

in her/his daily routines, including financial decisions (Benjamin, Choi, & Strickland, 2010). 

Based on this theory, one can argue that Muslims have a different identity and people belonging 

to this group are expected to behave differently in their financial decisions. 
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2.3 Service Quality 

The construct of service quality is of great importance in the service industry, and it has 

been discussed by many practitioners and academicians before (Yusoff, Ismail, & Ali, 2010). Its 

strategic role has been acknowledged generally in the service industry and specifically in the 

banking sector (Clemes, Gan, Kao, & Choong, 2008). In the service industry, service quality is a 

prerequisite for the measurement of a firm’s overall services (Prajogo & Sohal, 2001). In other 

words, service quality is the decisive tool based on which service companies gain competitive 

advantages. 

Competition based on service plays a pivotal role in the improvement of service quality 

and customer satisfaction in financial institutions and the banking industry. In non-competitive 

environments, when demand exceeds supply, the quality of service deteriorates due to a lack of 

alternatives available in the market. However, the market scenario of Pakistan has changed, and 

we now see stiff competition within the banking industry. Islamic and conventional banks now 

offer similar financial services. Hence, the quality of services plays an important role in the sale 

of financial products/services. In a services industry such as banking, all financial institutions offer 

almost similar services, with the only differentiating factor being the quality of the service 

provided (Chaniotakis & Lymperopoulos, 2009).  

The sales and marketing literature reveal scanty research on financial product/service 

quality as well as their impact on customer satisfaction and repurchase intentions, especially in the 

banking industry.  

‘Service’ is not a physical item, but an experience. Its quality plays a vital role in the 

measurement of customer satisfaction. In fact, customer perception of service quality is the 

predecessor of the satisfaction level with the service (Brady & Cronin, 2001; Falk, 

Hammerschmidt & Schepers, 2010). 

Service quality in the context of service management has been discussed by several 

researchers before. The consensus on the definition of service quality states that it is based on the 

customer’s perspective (LeBlanc & Nguyen, 1997). On the same grounds, Zeithaml (1988) argues 

that the service quality is the evaluation of the service by customers. Other researchers have 

followed the Zeithaml’s point-of-view as well (Park, Robertson, & Wu, 2005). According to 

Parasuraman et al. (1988), service quality is the difference between the customer’s perception of 

service and the actual quality of the service. Asubonteng, McCleary, and Swan (1996) researched 
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five dimensions of the service quality—tangibles, responsiveness, reliability, empathy, and 

assurance—under various contexts. The tangibles of a service explain the customer’s perception 

of the physical evidence, while reliability is the performance of that service. 

We know that, when responsive employees of a firm are willing to help clients, the clients’ 

overall attitude and experience increase due to greater assurance. Customers, in turn, consider the 

firm and its staff empathetic. These dimensions have already been used to measure the quality of 

service being provided. Yet, researchers have criticised the validity of the SERVQUAL instrument 

for measuring consumer expectation and perception of a service. 

Cronin and Taylor (1992) consider expectations, performance, and service environment as 

a measurement of service quality. However, Gounaris and Dimitriadis (2003) criticise the 

SERQUAL model for not measuring the price and innovation in financial products. They further 

suggest measuring the quality of service based on six dimensions, namely, employee competence, 

bank’s reliability, product innovation, value for money, physical evidence, and proximity 

convenience of the bank. 

Irrespective of how the quality of service is measured, it still affects customer attitude 

towards the perceived value of the product, customer satisfaction, and re-visit intentions (Cronin, 

Brady & Hult, 2000). This also affects the spread of word-of-mouth information about the 

products/services (Yavas, Benkenstein, & Stuhldreier, 2004). 

Some believe that the service quality has no direct effect on the customer’s loyalty, though 

hold that it may indirectly influence customer satisfaction (Beerli & Martin, 2004; Lewis & 

Soureli, 2006; Jamal & Anastasiadou, 2009). Still others state a direct effect of service quality on 

loyalty. In the context of banking services, the findings of Bloemer and De Ruyter (1998) support 

the view that service efficiency effects customer loyalty. Similarly, Kheng, Mahamad, Ramayah, 

and Mosahab (2010) also establish the effect of service quality factors on customer loyalty.  

Notably, banking products are intangible, and their evaluation is thus difficult for 

customers. Banks are in fact service organisations; and the service quality is important for both 

conventional and Islamic banking. It is worthwhile to consider that, since Islamic banking is a new 

phenomenon, customer expectations tend to be higher. 

The service quality is a vital requirement of the service industry. It offers organisations a 

competitive edge over its business rivals, In the current research, we consider it to be a simple 

prerequisite for all banks operating in the market. 
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2.3.1 The Dimensions of Service Quality 

The quality of service has been measured in different scenarios in social sciences. Service 

quality has a number of aspects and determinants, with researchers justifying different points-of-

view thereof. However, nearly all views are driven from Parasuraman et al.’s five dimensions. 

These authors developed SERVQUAL to measure the quality of service (Parasuraman et al., 1988; 

Zeithaml et al., 1990) through the gap between customer perception/expectation of the services 

and the actual service. This instrument proved to be valid in multiple service contexts. Despite the 

proven validity of the instrument across contexts, it has been confronted by numerous researchers, 

particularly because the dimensions are too contextual and thus not generalisable to all service 

situations (Ekinci & Riley, 1999; Bouman & Van der, 1992; Cronin & Taylor, 1992; Fowdar, 

2007; Kang & James, 2004).  

However, SERVQUAL can be used in situation-specific and cultural changes (Dabholkar, 

1996). For instance, Pakistan has four provinces, and the cultural values of each province varies. 

Naturally, the service perception, especially of Islamic banks operating in the area, may also differ 

accordingly. However, there is no unanimous consensus on the dimensions of quality of service 

(Rust & Oliver, 1994).  

The most widely accepted service quality attribute includes tangibles, that is, physical 

facilities such as equipment available at the workplace and appearance of personnel. The second 

dimension is reliability; services are deemed to be reliable if they are dependable and characterised 

by accuracy. When employees exhibit helping attitudes towards customers, they are said to be 

responsive, whereas their knowledge and ability to inspire customer trust indicates assurance. 

Empathy includes personal attention given to each customer by the employees.  

2.4 Electronic Service Quality 

The banking industry has developed diversified channels for the delivery of its services. 

ATMs, phone banking, and online and mobile banking modes/apps have emerged within this 

century. The quality in terms of the delivery of these services via electronic channels is also critical 

for financial institutions, especially for Islamic banks operating in the market, since customer 

expectations are high from this segment of the banking industry. Electronic service quality is 

associated with the customer’s judgement and evaluation of products/services provided 

electronically or virtually (Santos, 2003). There are number of scales available in the market to 

measure the quality of service, such as E-SERVQUAL, Web Qual, and SITEQUAL (Parasuraman, 
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Zeithaml, & Malhotra, 2005; Loiacono; Yoo & Donthu, 2001). Most researchers agree that e-

service quality should determine the continuous improvement in services and customer satisfaction 

(Szymanski & Hise, 2000). 

 E-service quality generally has no direct effect on e-loyalty. Here, customer satisfaction 

mediates this relationship (Yan & Fengjie, 2009). Therefore, banks need to focus on e-service 

quality to enhance customer satisfaction in order to increase their business volumes. As a result, 

customers will recommend the bank’s online services to others (Ribbink, Riel, Liljander, & 

Streukens, 2004). Thus, Islamic financial institutions should capitalise on electronic services to 

sustain and grow in the market. 

2.5 Product/Service Quality in The Context of Islamic Banks 

Quality Islamic financial products are likely to be perceived as superior in value by Muslim 

customers primarily because of Sharīʿah-compliant features. We contend that the product quality 

of Islamic financial products may affect perceived value and customer satisfaction, ultimately 

influencing market share. Studies show that religion is not the only factor for customer selection 

of financial products (Ismaeel & Blaim, 2012). In our context, the customers evaluate and compare 

financial products offered by conventional and Islamic banking systems. The perceived value of 

these financial products/services is their value as per customers (Peterson & Yang, 2004). Here, 

customer perception plays a critical role in the purchase intention (Ulaga & Chacour, 2001). 

Customers perform a cost and benefit analysis, and purchase products/services when the perceived 

value is relatively higher than the actual price (Adaval & Monroe, 2002). Thus, customers often 

consider product quality before actual purchase. 

The quality of products/services in Islamic banking is essentially the delivery of Islamic 

financial products as per customer needs and satisfaction. These products/services are desired for 

their differentiation from competitors, and build strong customer relationships (Berry, 1995). In 

this regard, the delivery of quality products/services may influence the perceptions of customers 

regarding product/service quality and satisfaction thereof (Lovelock, 1983). The quality of 

products/services in Islamic banking is different from that in conventional banking systems (Iqbal 

& Molyneux, 2005). Hence, such delivery services may also affect the perceived value, and 

consequently their quality affects customer purchase intensions.    

In the literature, service quality measurement has been widely studied in various contexts 

and across numerous industries. However, these studies seldom focus on the services of Islamic 



 

39 

 

financial institutions particularly in relation to Islamic values (Ibrahim & Othman 2014). We 

bridge this gap by studying product/service selection by customers of financial products in 

Pakistan. 

Micuda and Cruceru (2010) argue that the measurement of service quality is subject to the 

type of service and the culture in which it is being provided. Gayatri and Chew (2013) further 

explain that Muslims with varying Islamic values do not exhibit uniform evaluations of Islamic 

financial products. Hence, we expect Muslims in Pakistan to also follow different Islamic values 

compared with Muslims from other cultural backgrounds. 

The quality of service plays a vital role in the success of any service company (Yusoff, 

Ismail, & Ali, 2010). It also influences customer satisfaction (Lai & Chen 2011), trust (Moliner, 

2009), loyalty (Wen, Lan & Cheng, 2005), and perceived value. Furthermore, companies that do 

not focus on the service quality dimension usually fall out of preference and earn a negative 

reputation (Zeithaml & Gremler, 2009). Therefore, it is imperative for a service company to 

continually improve its services for positive customer satisfaction, re-visit intention, and purchase 

decisions. 

 To monitor and enhance the service quality of banks, the managers of financial institutions 

and Islamic banks must understand the techniques to measure this dimension (Kaur & Kaur, 2013). 

The importance of service quality has already increased due to its abstract and intangible nature 

(Parasuraman, Zeithaml & Berry 1988). Its measurement is then of vital importance. Failure to do 

so will result in a gap amongst the consumer and her/his perceptions of the service quality 

(Zeithaml & Gremler, 2009). Due to these reasons, the measurement of service quality is of 

paramount importance in the banking industry. 

2.6 Perceived Value 

 The perceived value of Islamic financial products is defined in the context of their 

usefulness for customers. 

2.6.1 Perceived Value and Usefulness 

Zeithaml (1988) describes perceived value as the complete evaluation of the utility of a 

product (or service) based on consumer’s assessment of what is received and what is given. 

According to Pura (2005), the perceived value of a product/service is subjective in nature and it 

depends on its customer experience. Customers select a product/service based on its emotional, 
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functional, and social values (Sheth, Newman & Gross, 1991). Customer perception is then based 

on these sets of values and the inherent qualities of products/services. 

The product label is one of the features which helps the customer to develop positive 

affiliation towards a product/service. For instance, customers highly value those products which 

are labelled ‘organic’ (Jamal & Sharif Uddin, 2015). They assume these products have better taste 

than non-organic alternatives do (McEachern & McClean, 2002). Similarly, the ḥalāl label has 

higher value for Muslim customers, since it allows them to feel more religiously responsible by 

using these products/services. In theory, this is called a value-expressive benefit because the 

adherence to religious guidelines is necessary in the context of ḥalāl and ḥarām products. 

Muslims using Sharīʿah-compliant products thus perceive themselves as responsible 

customers. Ḥalāl labelling is usually a more critical issue in inter-religious societies. The task find 

Sharīʿah-compliant products/services is challenging in such societies (Alserhan, 2010), primarily 

due to lack of information about such products/services (Golan, Kuchler, & Mitchell, 2001). Ḥalāl 

labelling is thus important for Muslims customers in inter-religious societies should they prefer to 

make informed choices. 

According to Mitra (1995), customers use different information cues which assist them in 

the decision-making process, in what is termed the cue utilisation theory. Similarly, ḥalāl labelling 

is a relevant information cue for Muslim customers because it enhances the perceived value and 

usefulness of the products/services being offered.  

Fishbein and Ajzen (1975) in their theory of reasoned action states that behavioural 

intentions of customers affect their choice decisions. Similarly, product labelling affects customer 

behaviour. Hartmann and Apaolaza-Ibánez (2012) also show a positive link between product 

labels, utility, and behavioural intension. At the same time, Chang and Dibb (2012) provide further 

support for the view that customer evaluation of products/services triggers feelings of satisfaction, 

which, in turn, affects behavioural intension. Financial products can also be categorised as ḥalāl 

or ḥarām, and their use within Islamic banking gives Muslim customers high satisfaction. 

Ahmed (2009) states that Muslims living in inter-religious cultures have a strong sense of 

patriotism, but negative media portrayal that projects them as ‘fundamentalists’ places the 

community under constant pressure. As a result, these communities may engage in competitive 

religiosity, leaning stronger towards adherence to religious guidelines (Sandikci & Ger, 2010). 
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The use of any Islamic financial product may depend on its attributes. Similarly, the use of 

Islamic financial products/services may depend on their perceived evaluation by customers (Yang 

& Peterson, 2004).  

The attributes of Islamic financial products may have a cause and effect relationship with 

their use by customers (Haron & Wan Azmi, 2008). Customers may also consider these attributes 

for being interest-free and compatible with Sharīʿah. 

Thus, such attributes may significantly affect perceived value. This contention is also 

consistent with Ge, Fu, Chang, and Wang (2011) and Ulaga and Chacour’s (2001) studies on the 

service industry and customer behaviour. 

Unfortunately, most Pakistanis have low awareness of the financial market, especially the 

operational mechanisms and principles of Islamic financial products offered under Islamic banking 

system for SMEs. Usmani (2002) outlines the operational mechanism and basic Sharīʿah principles 

related to Islamic modes of financing as follows:  

• Mushārakah: This is a form of business based on partnership. Profit and loss are shared in 

a pre-determined ratio instead of fixed profit, like traditional credits in the market. In this 

business, Islamic finance is used if required, rather than interest-based loans. 

• Mudārabah: In this type of partnership, one party contributes the funds and second party 

manages the business. Account holder of the bank may act as investment/funds provider 

and an Islamic bank as mudārib. However, bank or financial institution may also act as 

fund provider on itself or on the behalf of its account holders with the other traders and 

business owners in the market.  

• Murâbaḥah: This is the form of sale in which the vendor expresses the total cost of the 

commodity or product and sells it after adding her/his profit. It cannot be termed as a loan, 

but only the sale of a commodity on the deferred or cash payment. 

The perceived value or usefulness of Islamic financial products/services thus helps to 

accomplish our objective of determining the effect of the quality of Islamic financial products and 

product knowledge on perceived value and customer satisfaction in SMEs of Pakistan. It is also 

intended to examine the moderating role of religious faith on the basis of their perceived value and 

customer satisfaction to enhance the market share of Sharīʿah compliant banking system in 

Pakistan. 
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2.6.2 Defining Accessibility and Perceived Value in the Banking Industry 

Access to financial services and their perceived value have different meanings. The former 

is the availability of services for potential customers, whereas the latter is derived from the actual 

use or consumption of these services. In standard economic terms, access is the supply and use is 

the demand of financial services.  

Customers of Islamic financial services can be categorised into three groups: those who 

have access to and use these services; those who have access, but do not use these services; and 

those who have no access and do not use these services. Some SMEs have access to financial 

services but decide against using them due to lack of need, they already rely on non-Islamic 

financial transactions, or they consider the prices of Islamic financial products/services too high. 

The dependent variable for this study is the perceived value derived from the use of Islamic 

financial services. The demand for these products/services is a proxy for the financial service’s 

perceived value. Islamic financial institutions offer different services such as checking accounts 

(saving and current), financial instruments (mushārakah, mudārabah, murâbaḥah, ijāzah, etc.), and 

insurance (takāful). These facilities allow SMEs to deposit/withdraw money at any time; they also 

provide opportunities for further transactions between SMEs and financial institutions. 

2.7 Customer Satisfaction 

Banks, being service-oriented, are heavily dependent on customers for their survival in the 

market (Guo, Duff, & Hair, 2008). They may distinguish themselves from contenders through 

offering the best customer services possible (Naeem, Akram, & Saif, 2011). The service adequacy 

of banks is related to their dynamic operations for the delivery of services. 

In banking institutions, customer satisfaction is an important factor of the service goals. 

Hence, institutions operating in the service industry ought to prioritise customer satisfaction for 

business achievement (Spathis, Petridou, & Glaveli, 2004). Studies show that customer 

satisfaction is the degree to which a service matches customer requirements and desires (Khan & 

Fasih 2014). It is thus essential for banks to comprehend the desires and views of its customers in 

terms of the services it provides. In this case, the measurement of customer desires may help the 

bank in building its capacity for better service provisions. By adroitly incorporating customer 

observations, banks can effectively address customer needs. Customer satisfaction through these 

means can dramatically affect the general operations of the bank. In this way, it becomes an 

important strategy for maintaining a business and accomplishing goals. 
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In reality, the fate of an organisation rests disproportionately on customer satisfaction; it is 

the foundation for acquiring a business position and accomplishing varied goals. In this way, 

quality service and timely delivery are part of the strategy to satisfy and retain customers (Perng, 

Hsia, & Lu 2007).  

The banking sector in Pakistan is well-developed, with stiff competition among its various 

institutions. Accordingly, banks must offer the customer benefits in terms of accessibility. For this, 

customer satisfaction has become a key issue in debates. 

Research on customer satisfaction establishes that the customer’s view of the nature of 

services relies on her/his pre-service desires. Parasuraman et al. (1985) and Zeithaml et al. (1990) 

state that the provision of quality services to customers is of utmost importance for the survival of 

service organisations. Chang (2008) also prioritises customer satisfaction as a crucial component 

of survival and success. Consequently, conveying satisfaction to customers critical in the current 

business environment (Kheng, Mahamad, Ramayah, & Mosahab, 2010).  

Banks provide the financial services to the business community and individuals. For secure 

and productive business, it requires more satisfied customers. If a bank cannot offer legitimate 

customer services, it will generate negative perception, which may lead to customer loss. The 

productivity of the bank would likewise diminish from the low standards of customer services. 

As Kang and James (2004) states, banking institutes can earn a disreputation for allowing 

too many service blunders. Ha and Jang (2009) contend that customers become disappointed when 

customer services fail to reach their expectations or desires, likely damaging the customer–

organisation relationship. 

The significance of customer satisfaction in professional workplaces such as banks is clear 

because of its extraordinary effect on customer behaviour, especially the repurchase intension. 

Customer disappointment is often the most essential explanation customers switching to other 

financial institutions in search of better services. Thus, satisfied customers are important because 

they often spread positive word-of-mouth of their service encounters to at least five or six 

individuals connected to them. On the other hand, disappointed customers expand their reach to 

ten individuals to relate negative encounters with a service organisation. To gain customer 

satisfaction, service organisations must develop their relationship with customers through 

fulfilling relevant needs and requests (Pizam & Ellis, 1999). 
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 Customer satisfaction implies that consumers are concerned with the execution of services 

(Johnson & Fornell, 1991). It is their general assessment about delivered services, and it could be 

positive or negative (Woodruff, 1997). The effect of fulfilment on steadfastness has been 

investigated extensively. Numerous discoveries demonstrate that fulfilment attracts loyal 

customers, whereas disappointment attracts customers who are not loyal (Heskett & Schlesinger, 

1994). Customer satisfaction is also affected by the brand image of the products/services, wherein 

customer devotion and desire fulfilment are mutually dependent. Service organisations must then 

focus on these components to develop a beneficial long-term association with their customers and 

enhance the brand image of their products/services (Tu, Wang, & Chang, 2012).  

By providing high-quality services and customer satisfaction, organisation can gain 

customer dependability (Yang & Peterson 2004). The known benefits of customer satisfaction 

suggest that productivity depends on fulfilment—Feasible increments in fulfilment could 

dramatically enhance gainfulness (Hallowell, 1996). Thus, the customer’s conviction may depend 

on satisfaction (Sondoh et al., 2007). Thus, enhanced customer satisfaction will lead to 

steadfastness, and the customer’s expectations to switch will diminish. (Haque, 2010). 

Studies demonstrate that customers are generally loyal to their service suppliers; they do 

not often switch, especially in case of banking, unless there is a drastically negative variation in 

the organisation’s monetary services. 

Customer satisfaction is assumed to be a vital precursor of customer steadfastness and 

maintenance. However, there is no guarantee for repeat purchases of these products/services 

(Hafeez & Muhammad, 2012). The results also reveal a relationship between customer fulfilment 

as well as loyalty and accumulation of customer’s input. To build customer satisfaction and 

confidence, suppliers of services are encouraged to take customer inputs on a regular premise 

instead of rejecting protests or undesirable criticisms (Daugherty, Stank, & Ellinger, 1998).  

Marketing specialists and academicians acknowledge that money-related institutions often 

focus on customer satisfaction, steadfastness, and maintenance (Jarrar & Zairi, 2000). Customer 

satisfaction is a general state of mind or conduct of the customer towards a service supplier. It is a 

passionate response towards the contrast between what customers expect based on their needs and 

what they receive in return from the organisation (Hansemark, & Albinsson, 2004; Singh, 2006). 

Customer dedication towards products/services depends on the organisational decisions that 
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prioritise customers benefits and business continuity (Anderson & Jacobsen, 2000). Hence it is the 

customer’s duty to keep herself/himself updated about the products/services offered.  

The significance of customer satisfaction is evident in today’s dynamic professional 

workplace, especially considering its extraordinary effect on the repurchase intension. Satisfied 

customers are expected to affect five to six individuals around them, while disappointed customers 

can reach as many as ten individuals. To accomplish customer satisfaction, organisations must 

provide products/services which customers desire or need in order to continue healthy associations 

with them. This motivates customers to maintain their relationship with the organisation (La-

Barbera & Mazursky, 1983). 

Though extant research has analysed the relationship between customer loyalty, intension 

to switch, and customer satisfaction, there is an absence of research on this dynamic in the context 

of Islamic banking, especially in Pakistan. 

Because of the intense competition in Pakistan’s banking industry, the only effective 

differentiating tool available to banks is customer satisfaction and maintenance. Thus, a strong 

focus on it would benefit business growth. 

Another focus of attention should the methods of customer satisfaction, regardless of the 

size of the organisation. We already know that customers play vital roles as messengers due to 

their positive or negative word-of-mouth based on satisfaction. Islamic banks in Pakistan are no 

exception to this rule, and thus customer satisfaction is a viable tool for banks to improve their 

products/services. The competition in Pakistan’s banking business sector also means that banks 

often lose existing customers to their competitors due to low customer satisfaction. In these 

circumstances, customer satisfaction is a principle contributing factor in sustaining extended 

customer relationship practices (Oliver, 1980; Zeithaml, Berry, & Parasuraman, 1996; Levesque 

& McDougall, 1996). 

Thus, enhancing customer satisfaction ought to be a key driver for banks for developing 

long-term associations with their customers. In Pakistan’s banking industry, customers prioritise 

quick and effective service, fast pace of exchange, agreeableness of bank employees, precision of 

charging, clarity of charges, focussed evaluation, and customer satisfaction—key elements that 

fundamentally influence customer fulfilment (Arokiasamy & Abdullah 2013). 

 Levesque and McDougall (1996) believe that customer satisfaction is dependent on how 

service providers execute the social aspect of customer satisfaction in the banking industry, and 
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how clearly, they communicate the premium rates and other benefits to the customers. In financial 

organisations, the mere fulfilment of customer needs does not work, as in the banking industry. 

Generally, customers switch to other banks due to issues with customer satisfaction (Gerrard, & 

Cunningham, 1997). They stop using services due to poor quality of services provided by the bank 

(Allred & Addams, 2000).  

Customer behaviour significantly impacts customer expectation to engage in positive or 

negative conduct. Hence, fulfilment is essential for building long-term customer relations, and thus 

prone to greater reliability (Amin, Isa, & Fontaine 2011; Bloemer, & Ruyter, 1998). As Sivadas 

and Baker-Prewitt (2000) state, need fulfilment affects customer behaviour of recommending the 

bank to other customers and increases the repurchase intention. This encourages customers loyalty 

to such an extent that it motivates customers to recommend and repurchase from the bank. When 

customers recommend a financial organisation, it cultivates both repurchase and conviction 

towards the monetary organisation. Thus, the reliability of customers for recommending the 

service supplier increases. Likewise, customers are likely to endorse a financial institution when 

they benefit from the services and are positively disposed towards the supplier. Yasamis, Arditi, 

and Mohammadi (2002) state that organisations could possibly convert with satisfied customers 

into faithful ones exhibit stronger repurchase intentions to meet their needs.  

A highly focussed and dynamic professional workplace urges organisations such as banks 

to generate satisfied customers while accomplishing the goals of surviving and thriving in a 

competitive market. 

Nevertheless, Bowen and Chen (2001) argue that only satisfied customers are not sufficient 

for organisation unless this satisfaction is exceptionally high. However, Fornell (1992) found that 

very high customer satisfaction promotes high loyalty and make customers less inclined towards 

promotions and offers of rival banks and financial institutions. Loyal customers then purchase 

repeatedly from the bank to meet their financial needs (Odunlami, 2014). 
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CHAPTER 3: THEORETICAL FRAMEWORK 

The theoretical framework is developed based on the review of the extensive literature in 

the discipline of management sciences, specifically in customer behaviour, marketing, and 

religious faith in the context of the banking industry. 

A number of empirical studies on customer purchasing behaviour suggest that religious 

faith affects the perceived value of any product/service and the subsequent customer satisfaction 

(Mokhlis, 2009). 

The theoretical framework includes the following variables: quality of the 

products/services, product knowledge (independent), religious faith (moderating), perceived value 

(mediating), and customer satisfaction (dependent). 

This framework depicts the relationships between the dependent (perceived value and 

customer satisfaction) and independent (quality of the products/services and product knowledge) 

variables, and then examines the moderating role of religious faith. Furthermore, it is also 

hypothesised that religious faith moderates the relationship between the quality of the 

products/services, product knowledge, and degree of customer satisfaction, which could then 

enhance the market share of Islamic financial products. 

 

Figure 1: Theoretical framework of the study 
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The following section describes the conceptual operationalisation of the key constructs of 

the theoretical framework. The independent variables i.e. “product knowledge” and “quality of 

product and service” has been operationalised by considering the different studies of the same 

kind (Ismaeel & Blaim, 2012; Heitmann, Lehmann & Herrmann, 2007; Collins, 2007; Lin & Zhen 

2005). The product knowledge has been operationalised by considering these dimensions – e.g., 

“Perception of choice set”, product category knowledge “consumer confidence” on the product, 

“consumer’s awareness” about the product and “customer’s expertise”. The quality of product and 

service has been operationalised by using service quality dimensions considered by various studies 

like Liao and Chuang 2004; Doucet 2004; Yim, Tse and Chan, 2008; Grover, Cheon and Teng 

1996; Chang and King 2005; Schneider, Salvaggio and Subirants 2002; Parasuraman, Zeithmal 

and Berry, (1988) about tangibles, reliability, responsiveness, assurance empathy, overall service 

quality, customer’s evaluation of service interaction and quality.  

The construct of perceived value of Islamic financial products has been operationalised by 

taking into account the dimensions of “perceived reliability of service quality”  ,”perceived 

tangibles of service quality”, “overall quality”, “perceived benefit & value”, “convenience”, 

“usefulness” and “consumer attitude”  studied by Grover, Cheon, and Teng (1996); Chang and 

King (2005); Schneider, Salvaggio and Subirats (2002), Venkatesh, Thong and Xu (2012); Kim, 

Ferrin, and Rao (2009); Choudhury and Karahanna (2008); Taylor and Todd (1995); Grewal, 

Mehta and Kardes (2004) 

The construct of religiosity in the theoretical framework has been operationalised based on 

the work presented by Worthington, (1988). He has measured the religious faith in his study by 

using these variables, “religious affiliation” and “religious commitment”. The same measures and 

scales developed by Worthington et al, (2003) have been used in the current study. 

 The construct of customer satisfaction in the theoretical framework has been 

operationalised by using the customer satisfaction dimensions like “consumptions satisfaction”, “ 

Access “, “Availability” and “ Convenience” studied by various researchers like Heitmann, 

Lehmann and Herrmann (2007); Venkatesh, Zhang and Sykes (2011); and SERVQUAL model 

variables of Parasuraman, Zeithmal and Berry, (1990).  
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3.0 The relationship between Islamic financial product’s quality, Customer knowledge and 

perceived value. 

The perceived value of any financial products/ service may depend upon its quality and 

customer’s knowledge and awareness. With the same zeal the perceived value of Islamic financial 

products may depend on their perceived evaluation by the consumers (Peterson & Yang, 2004).  

The quality Islamic financial products and customer awareness about this phenomenon may have 

cause and effect relationship with their perceived value in the minds of the consumers (Haron & 

Wan Azmi, 2008). The Islamic financial products may also be considered as superior by the 

customers because of their interest free nature and their compliance with Sharīʿah Laws, which is 

the unique feature and quality for Muslim consumers. Based on above discussion it may be asserted 

that the quality of Islamic financial products and consumer knowledge may have a substantial 

impact on the perceived value of these products. This contention is also consistent with earlier 

studies in this field conducted by Snoj, Pisnik Korda and Mumel (2004), Ulaga and Chacour (2001) 

in the context of service industry in the area of consumer behavior. Consumer’s attitude towards 

the quality of products and their attributes like price, accessibility and speed of transactions in the 

context of banking industry has been studied by Baumann, Burton, Elliot and Kehr. (2007). They 

found out that in banking industry, consumers prefer the lower price instead the fast transaction 

speed in lieu of paid price. However, the findings of some researchers also contradict with this 

finding as Reeves and Bednar (1996) are of the view that sometimes the price does not matter, and 

consumers give preferences to the speed of transactions and access to the banking network. 

Whatever is the case may be, access, speed or price, these all are the attributes and features 

of the financial products and services. Customer’s choice criteria are not limited to these 

dimensions of the financial products, but product knowledge is also considered as the vital 

component which affects the consumer’s attitude in the product selection and perceived value. 

Researchers have measured the service quality on various dimension depending upon the 

context and industry in which the service is being offered. Regardless of the measurement 

technique its impact on the consumer behavior has widely been acknowledged in the literature. 

Cronin, Brady and Hult (2000) are of the view that service quality impacts the customer 

satisfaction, consumer perception and repeated use of the product or service. Yavas, Benkenstein 

and Stuhldreier (2004) contended that service quality formulates the word of mouth of customers 

and their intensions to communicate it further. 
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Delvin (2002) analyzed the consumer attitude in bank selection in the context of UK market 

and established that financial knowledge of the consumers affects the consumer preferences 

regarding bank selection.  Consumers with the lower financial knowledge, while making decisions 

about the selection of bank products and services, give importance only to extrinsic features like 

bank location. However, consumers with the higher product knowledge consider intrinsic features 

like services, fees and rate of return, important in their selection. 

Hence on the basis of the relevant review of literature in the context of financial products 

/services and their perceived value, it might be hypothesised (all pertain to SME sector of 

Pakistan): 

H1a: The product knowledge has a significant effect on the perceived value of Islamic 

Financial products. 

H1b: The product and Service quality has a significant effect on the perceived value of 

Islamic Financial products. 

3.1 The relationship between quality of Islamic financial products, customer knowledge and 

Customer satisfaction 

Product attributes, product/ service quality & product knowledge, have been found 

positively related to the customer satisfaction. As discussed in detail in chapter 2 that Islamic 

financial products have emerged as an alternative to the interest based financial products and 

service in the market. The relationship between service quality and customer satisfaction is of vital 

importance because of its strategic roles (Clemes, Gan, Kao & Choong, 2008). Prajogo and Sohal 

(2001) contended that services quality is indispensable for the service company’s survival. There 

are various reasons for the positive relationship between the features of Islamic financial 

products/services and customer satisfaction however, most important components which explain 

this relationship are service quality and product knowledge.  

In the current scenario Islamic banks/financial institutionss are operating in the market in 

the direct competition with the conventional banks in Pakistan therefore they are competing in the 

provision of services to their clients. This has been established that in the service industry, 

competing institutions provide the alike services however they are distinguished based on the 

quality of service they provide (Chaniotakis & Lymperopoulos, 2009).  Service quality is known 

as the imperative component for customer satisfaction (Lang, 2011). Service quality is intangible 
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item which has been measured through the consumer perception about the quality of the product/ 

service. Service quality impacts the consumer behavior irrespective of its method of measurement. 

Cronin, Brady and Hult (2000) argued that service quality of the product strongly affects the 

customer satisfaction. Brady and Cronin, (2001); Falk, Hammerschmidt and Schepers (2010) 

argued that customer satisfaction is actually the customer’s perception of the quality of the service 

provided to them. 

The second important construct about financial products is the consumers’ awareness about 

these products. Sathye (1999); Sohail and Shanmugham (2003) have studied the consumer 

awareness in the perspective of online banking. Naser, Jamal and Khatib (1999); Awan and 

Bukhari (2011) are of the view that product knowledge is important factor which the Muslim 

consumers do consider while selecting the bank products and services. Product knowledge in the 

context of the current study also includes the cost of financial products and services. Voss, 

Parasuraman and Grewal (1998) are of the view that the price stability of financial services 

moderates the relationship between the performance and satisfaction. Bei and Chiao (2006) argued 

that when customers have knowledge about the price stability of the products/services, the level 

of their satisfaction will increase at that time. 

Hence it might be reasonably argued that the service quality and product 

knowledge/awareness of the Islamic financial products and services have impact on the customer 

satisfaction.  

H2a: The Quality of Islamic Financial products/services has positive relationship with 

customer Satisfaction. 

H2b: The Product Knowledge of Islamic Financial products/services has positive 

relationship with customer Satisfaction. 

3.2 The relationship between perceived value and customer satisfaction 

In the service industry like banking, customer satisfaction is to be considered vital for the 

success of the organisation (Spathis, Petridou & Glaveli, 2004). In today’s environment the banks 

are under stiff competition, the distinguishing factors among them are efficiency of the service 

provision and satisfied customers (Naeem, Akram & Saif, 2009).  Guo, Duff and Hair (2008) are 

of the view that in the service industry especially in banks satisfied customers play a vital role for 

the revival of their business. Customers derive satisfaction from the perceived value by utilisation 
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of the products and services offered to them. Customer satisfaction varies from customer to 

customer based on the overall perceived value or utility derived by the customer from the 

utilisation of the product or services (Zeithaml, 1988). Value perceived from the utility of the 

products or services depends upon the experience of the consumers in this connection (Laukkanen 

& Lauronen, 2005).  

As consumer behaviour is complex and multi-dimensional phenomenon hence different 

consumers may use the same products for different reasons. Some consumers use the product or 

service due to their social values, on the other hand some may use that product/service due to their 

emotional attachment (Sheth, Newman, & Gross, 1991). Hence these consumers derive different 

utility from the same product or service which further determines their satisfaction level.  Islamic 

financial products are alternatives to the conventional interest-based products and services 

available in the market. In case of Islamic financial products and services, consumers may use 

these products or service due to their own preferences. Some customers may use these products 

due to high profit rates while some may use these products due to the profit/ loss sharing 

mechanism of Islamic financial products/services, however there may be some consumers who 

have the emotional attachment with the Islamic financial products/services. All these groups derive 

the utility from these products according to their perception.  Theoretical framework of study posits 

value that the relationship between the perceived value of financial product/service may lead to 

the customer satisfaction. 

The present study contends that when customers use the financial products, they may 

evaluate them on the basis of knowledge they have about the phenomenon, features and attributes 

of products, and compare them with the available alternatives in the market. Adaval and Monroe 

(2002) argued that the product evaluation is the process of tradeoff between quality and price of 

any product/service. Hence, it may represent the value for money that customer pays for any 

product or service; it also may lead to his/her satisfaction. Zeithaml (1988) has explained the 

perceived value as the assessment of utility. It may be defined as the consumer’s perception what 

he is giving to achieve the desired benefit. Based on these views it might be inferred that after the 

utilisation of the Islamic financial products/ services, people evaluate the products/services to meet 

their need in order to derive some level of satisfaction. 

Consumer perception of the products and services has been defined as the difference 

between the quality of service and their expectations. It is also defined as the measurement of 
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customer’s judgement about the overall performance of the products/services (Parasuraman, 

Zeithaml & Berry, 1988; Al-Hawari & Ward, 2006). Takala, Bhufhai and Phusavat (2006) are of 

the view that customer’s perception of the products and services has the direct or indirect impact 

on their satisfaction level. However, this relationship of customer perception and satisfaction may 

vary in different customers and industry scenarios (Al-Hawari & Ward, 2006). 

Consumer perception not only depends upon the service attributes but consumer’s feeling 

about these services are also the basis of their perception (Jiang & Wang, 2006). Jamali (2007) 

established the positive relationship of service quality and customer satisfaction. Reimann, 

Lünemann and Chase (2008) established that delivery of service has the direct relationship with 

its value perception in the mind of consumers therefore customer perceive the swift delivery of 

service as high quality and vice versa. Su and Hsu (2013) argued that the perceived value is key 

concept in the study of consumer behavior but only few researchers have examined the antecedents 

and consequences of perceived service quality. To run any business effectively and efficiently 

management must be aware of the customer’s perception about the quality of products and 

services. Frank and Enkawa (2007) have suggested the method to increase the customer 

satisfaction. They are of the view that satisfaction can be increased either by enhancing the 

consumer perception of quality or delivery of same quality of products on the lower price. 

Based on the above discussions this can be reasonably hypothesised that perceived value of Islamic 

financial products and services has the impact on the satisfaction level of the consumers. 

The cause and effect relationship perceived value of Islamic financial products and 

customer satisfaction leads to draw a testable hypothesis: 

H3: The Perceived value of the Islamic financial products have significant effect on the 

customer satisfaction. 

3.3 The Mediating role of perceived value  

Consumer behavior is a complex phenomenon and it is usually influenced by the number 

of factors. Issanchou (1996) is of the view that consumers face problems while making choice 

decisions and buying the products/services due to various product attributes. They further 

contended that consumers make their buying decisions based on the “cue utilization theory” 

presented by the Olson (1972). According to this notion, users decide about the products based on 

their assessment made against product attributes. Consumer behavior in the context of product 
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choice, product selection, buying behavior have been studied by the numerous social scientists and 

they are agreed to the point that consumers take the decisions based on the product attributes 

(Kaynak & Kucukemiroglu 1992; Gerrard & Cunningham, 2001; Huang, Lurie & Mitra, 2009). 

Product features and factors which have been broadly discussed in previous literature are product 

price, product quality, accessibility, consumer awareness, culture, country of origin, religiosity of 

consumers (Martenson ,1985; Boyd, Leonard & White, 1994; Devlin; 2002).  

In the context of the current study product knowledge and product/service quality have 

been considered as the dynamics which impact the consumer behavior for the selection of Islamic 

financial products/services. Shafie and Othman (2006) are of the view that consumer decisions are 

influenced by their religious awareness, hence Islam guide its followers to consume certain 

products and prohibits some of them.  In the Muslim community concepts of Halāl and Harām 

have also been studies in the context of food items (Mathew, 2014). The Muslims consumers are 

equally conscious while selecting the financial products and services from the available set of 

interest based conventional and interest free Islamic solutions for their individual and business use 

(Sathye, 1999; Naser, Jamal & Khatib, 1999). There are number of verses in “The Holy Qurʾān” 

(Religious book of Muslims) and “The Ḥadīth” (The sayings of the Holy prophet) which guide the 

Muslim consumers to consume only “Halāl” as per Islamic teachings.  Smith and Wheeler (2002) 

are of the view that awareness has the direct relationship with the consumer trust in the certain 

products or brands, hence based on this it might be transpired that the greater awareness about the 

Islamic financial products/services will increase the trust of consumers in these products which 

will lead towards enhanced perceived value of these products/services.  

Muslim consumers perceive the products as of high quality which have the Halāl Logo on 

them (Hassan, Dann, Annuar, Kamal & De Run, 2009; Shaari, Khalique & Aleefah, 2014). With 

the same zeal the Islamic financial products are those products which comply with the Islamic 

Sharīʿah Injunctions. The Muslim consumers perceive these products/services superiors to 

conventional interest based financial solutions available in the market. Based on the above 

discussion it is transpired that the Muslim consumers are more satisfied when they use Islamic 

financial products/services. Hence based on the above discussion some testable hypotheses are 

drawn that perceived value mediates the relationship between the quality Islamic financial 

services, product knowledge and customer satisfaction.  
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H4a:  The Perceived value of Islamic Financial products/services mediates the relationship 

between the product knowledge and customer Satisfaction. 

H4b:  The Perceived value of Islamic Financial products/services mediates the relationship 

between the product/service quality and customer Satisfaction. 

3.4 The Moderating Role of Religious Faith  

Religion of a person has been considered as a key influential component in the decision-

making process. Religion guides people not only in their product selection but provides the 

rationale for their selection as well (Andeleeb, 1993; Delener, 1994).  Religiosity is considered as 

the person’s commitment to his religious values, practices and beliefs.  However, Ball, Hampton, 

Chronis and Bunker (2001) have differentiated the religiosity and spirituality. According to them 

religiosity deals with guidelines on daily life practices on the other hand spirituality is related to 

non-material realities of life. In the current research religiosity has been focused as a variable.  

An individual’s religiosity level is the reflection of his commitment towards religion which 

he follows in his everyday life. As it has been observed that the people with high religiosity level 

have more tendency to abide by the code of conduct of their respective religion. Similarly, people 

with the higher religious commitment are often regular in their religious rituals, however, the 

people with low religious commitment are indifferent in their ritual practices. Based on these 

discussions it is transpired that people have different commitment level as well as consumption 

choices.  Cosgel and Minkler (2004); Mokhlis (2006) are of the view that highly religiously 

committed people will adhere to the consumption norms prescribed by their religion. With the 

same zeal Wan Ahmed et al explained in their study that the religiously devoted Muslims have 

preference for the fee based Sharīʿah compliant banking as compared to interest based 

conventional baking products/services.  As discussed earlier the religious faith of the person may 

have an important role in his/her buying decision of product/service and their utilization as well. 

Swimberghe, Flurry and Parker (2011) argued in the context of consumer behavior that the religion 

of a person has a significant impact on his/her buying behaviour and utilization.  

Worthington (1988) demonstrated that the customer religious faith has impact on the 

decision-making process of product/service and its perceived value. From the numerous researches 

it is manifested that the religiosity is the important construct in the study of consumer behavior. 

This fact is explained by various researchers that the religious consumers behave differently as 
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compared to their non-religious counterparts. Therefore, based on these views it may posit that the 

religious faith moderates the relationship between features of financial products and their 

perceived value. This contention is also consistent with the previous studies like Swimberghe, 

Sharma and Flurry (2009); Alam, Arshad and Shabbir (2012) as they also examined the moderating 

role of the customer’s religious faith on the attributes of tangible/intangible products and their 

perceived value in different organizational settings. Following testable hypotheses has been drawn 

on the basis of above discussion: 

H5a: The Customer’s religiosity level has the moderating effect on the relationship between 

product knowledge and perceived value. 

H5b: The Customer’s religiosity level has the moderating effect on the relationship between 

quality of Islamic financial product/ service and perceived value. 

3.5 The Moderating role of religious faith on the relationship between the Perceived value of 

Islamic financial product/services and Customer Satisfaction. 

Religiosity has been defined in different ways. Neufeldt and Guralnik, (1988) defined the 

religion as a system of beliefs which attempt to recognise the divine power who has created this 

universe and is ruling the entire universe. King and Boyatizis (2004); Mokhlis (2009) are of the 

view that religiosity has three dimensions; First one is belief in supernatural being, God, or 

someone whom people consider as supreme power in this universe. Second one is rules and 

guidelines provided by any religion, the followers of the religion abide by these set of rules in their 

daily lives and third one is the set of rituals.  In the current study the moderating role of religiosity 

on the financial behavior of the consumer is being explored.  

Religion is of the vital importance in today’s life of individuals as well as societies (Awad, 

2010). In today’s era, role of religion is decreasing day by day in the life of individuals in some 

societies (Olson & Beckworth, 2011). In the developed nations and societies, religion has not much 

influence on the society as a whole (Hollinger, Haller, Valle-Höllinger, 2007); however, in the 

country like Pakistan the majority of people are Muslims and they follow religious guidelines in 

their daily life especially in the consumption of goods and services. It has been established in 

number of researches that religious people perceive the value of goods and services in their 

religious context. Social scientists are of the view that religiosity affects the consumer perception 

about quality of goods and services. When goods are compliant with the religious guidelines, 
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people consider these products of the superior quality. In the case of Halāl Food, it has been 

clarified that the Muslim consumers consider the Sharīʿah compliant food items and consumption 

goods to be superior.    

Alam, Mohd and Hisham (2011) describedd in their study that religion of the Muslim 

consumers plays the moderating role in their consumption behavior. Hence religion of the 

individuals has impact on the everyday life of individuals (Alam, Jano, Aniza & Ahsan, 2012; 

Granger, Lu, Conduit, Veale & Habel, 2014). On the basis of the above discussion this is transpired 

that customer’s perception of the value of goods and services and their satisfaction is remarkably 

influenced by the religiosity level of consumers. 

H6:  The Religiosity level of an individual moderates the relationship between the 

Perceived Product/Service Quality and customer Satisfaction. 

3.6 Moderating role of Religiosity on the relationship of Quality of Product/Service, 

Customer knowledge and Customer Satisfaction 

Product knowledge and product/service quality are the main focusing points of the current 

study. This has already been established that service quality has the impact on the customer 

satisfaction. The current study deals with the product/ service quality of Islamic financial products 

available in the market. There are number of other determinants of the customer satisfaction, but 

the literature has great support for the service quality as the determinant of customer satisfaction 

(Cronin & Taylor, 1992). According to Hutchinson, Lai and Wang (2009) customer’s satisfaction 

depends on the expected value or quality of the products or services received by them. This view 

is further supported by Kim (2009) that good service quality enhances the customer satisfaction. 

However, Influence of the quality service has been witnessed as having a positive relationship with 

the customer satisfaction. Customer’s satisfaction may further enhance the post purchase intention 

of the customers (Gerpott, Rams & Schindler, 2001; Lin & Wang, 2006).  Based on the previous 

studies it might be posit that the service quality of the Islamic financial products/services might 

enhance the customer’s satisfaction level as well. 

The second component for the current study is the product knowledge. It has been 

established in literature that increased knowledge has positive influence on the customer’s 

perception about certain products/services. Hennig-Thurau (2005) are of the view that when 
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consumers apply their product usage related knowledge, this enhances their product assessment 

capability, which eventually add up the customer satisfaction level.  

The other facet of the impact of product knowledge on the customer satisfaction has been 

studied by Alba and Hutchinson (1987). They are of the view that consumers who have more 

experience or have knowledge about the product/ service, can be in better position to use these 

products/ services due to their experience. De Ruyter, Bloemer and Peeters (1997) are of the view 

that consumers with the higher knowledge have the stable expectation of the products/ services 

which eventually increases the customer satisfaction. 

The present study intends to measure moderating role of religiosity on the relationship of 

quality of Islamic financial services, product knowledge, perceived value as well as the customer 

satisfaction. Moderating role of religiosity has already been studied by Shanahan, Hopkins and 

Carlson (2013) in the context of advertising. They argued that the Muslim consumers are 

concerned about the content of the advertisement due to their religious tenets. Role of religion is 

of major consideration in these days in tourism and hoteling industry as well, a number of 

researchers have proved that the Sharīʿah compliant products appeal to the Muslim consumers and 

in return their satisfaction level is also increases (Maoz & Henderson, 2013; Abolfathi Momtaz, 

Hamid, Ibrahim, Yahaya & Abdullah, 2012). Hence based on the literature this might be posit that 

the Muslim consumers also prefer Sharīʿah compliant financial services to meet their everyday 

needs. Hence the religiosity level of consumers may have moderating effect on the relationship of 

quality of products/services, customer knowledge and customer’s satisfaction. 

H7a: The Customer’s religiosity level has the moderating effect on the relationship between 

product knowledge and customer satisfaction. 

H7b: The Customer’s religiosity level has the moderating effect on the relationship between 

Islamic financial product/ service quality and customer satisfaction. 
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CHAPTER 4: RESEARCH METHODOLOGY 

The literature on customer behaviour reveals that empirical tests of the relationship 

between customer religiosity and their perceived value of services as well as satisfaction are rare 

in the context of Islamic banking. The SME sector of Pakistan, a major segment of its economy, 

is the dominant and potential user of banking services. However, there is a scanty of research in 

this sector on the subject of bank selection and customer satisfaction. 

The review of literature exposes a gap in this segment, suggesting the need for further study 

on the effect of the degree of customer religiosity on product perception and customer satisfaction 

in the selection of Islamic financial products/services.  

This chapter explains methodology and rationale of the study. We adopt the seven-step 

approach suggested by Balnaves and Caputi (2001). At the first step, the rationale behind the 

research design and methodology used for the data analysis is described. The population and 

sample frame of the study are elaborated on the second step. The characteristics of the sample are 

explained in the third step, whereas the fourth step expounds the measures taken to assess the 

variables. The data collection procedures are elaborated at the fifth step, and finally the sixth step 

applies statistical tests for testing the hypotheses. Final section covers the summary of the 

methodology and its conclusions. 

4.0 Study Model and Hypotheses 

Extensive review of literature leads to formulation of the model of study and testable 

hypotheses. The model might be helpful in the explanation of various relationships of variables 

under consideration.   
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Figure 2: Detailed Theoretical framework of study 

The extensive review of literature on the consumer behavior in the context of financial 

services helped to develop the model of the study.  The core objective of the study is to investigate 

the relationship among the quality of Islamic financial products/services, customer knowledge and 

their religiosity level, Perceived value of these products and satisfaction derived thereof. The 

hypotheses are developed by keeping the aim of study in consideration. Empirical test of these 

hypotheses answers the central research question and key objectives of the study.  

The aim of study is to examine the effect of quality of Islamic financial products/services, 

customer knowledge and religiosity on the perceived value and customer satisfaction in SME 

sector of Pakistan. This primary aim is subdivided into various sub aims to measure this 

phenomenon. For this purpose, following testable hypotheses have been devised.  

H1a: The product and Service quality has a significant effect on the perceived value of 

Islamic Financial products. 

H1b: The product knowledge has a significant effect on the perceived value of Islamic 

Financial products. 
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The second step aimed to probe the relationship between the quality of Islamic financial 

products, customer knowledge and customer satisfaction. To examine this relationship hypotheses 

have been developed below:  

H2a: The Product/Service Quality of Islamic Financial products/services has positive 

relationship with customer Satisfaction. 

H2b: The Product Knowledge of Islamic Financial products/services has positive 

relationship with customer Satisfaction. 

The third objective was to study the relationship between perceived value and customer 

satisfaction. To investigate this relationship the following hypothesis was formulated: 

H3: The perceived value of the Islamic financial products has a significant effect on the 

customer satisfaction. 

The fourth aim of the study was to investigate the mediating role of perceived value 

between the quality of Islamic financial products/services, customer knowledge and customer 

satisfaction. To measure this relationship the following hypotheses have been developed: 

H4a:  The Perceived value of Islamic Financial products/services mediates the relationship 

between the product knowledge and customer Satisfaction. 

H4b:  The Perceived value of Islamic Financial products/services mediates the relationship 

between the product/service quality and customer Satisfaction. 

The fifth step in this connection was to measure the moderating role of religiosity on the 

relationship of product quality, customer knowledge and perceived value. Product quality, customer 

knowledge and customer satisfaction, perceived value and customer satisfaction. To measure these 

relationships the following hypotheses has been developed: 

H5a: The Customer’s religiosity level has a moderating effect on the relationship between 

product knowledge and perceived value of Islamic financial products. 

H5b: The Customer’s religiosity level has a moderating effect on the relationship between 

product /service quality and perceived value of Islamic financial products. 

H6:  The Religiosity level of an individual moderates the relationship between Perceived 

Product/Service Quality of Islamic Financial products/services and customer Satisfaction. 

H7a: The Customer’s religiosity level has a moderating effect on the relationship between 

product knowledge and customer satisfaction. 
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H7b: The Customer’s religiosity level has a moderating effect on the relationship between 

the quality of Islamic financial product/ service and customer satisfaction. 

4.1 Research Design 

Zikmund (2003 p. 65) explains the research design as “a master plan specifying the 

methods and procedures for collecting and analysing the data needed for the research”.  Detailed 

research design is, therefore, necessary for the inquiry and examining of the aims of research study. 

Generally, research design is dependent on the available researched knowledge on the topic of 

study. In this regard framework of variables is an essential component of the research design to 

obtain the objectives of the study. However, before the selection of the research design, it is of 

paramount importance to understand the impact of research problem on the methodology which is 

being chosen for the research.  

The research design is carefully chosen based on objectives of the research by taking into 

consideration the previous body of knowledge, background and already developed hypotheses. In 

the current scenario the most suitable design which seems appropriate, keeping in view the aims 

of the study, is explanatory research design. This research design may use the deductive reasoning 

approach on the basis of various correlations between the variables under consideration. In order 

to measure the variables of the study, the questionnaire-based primary cross-sectional data was 

collected. 

4.1.1 Explanatory Research Design (Hypothesis testing) 

  In Management Sciences/social sciences there are generally three kinds of research being 

carried out to test the hypothesis i.e. explanatory, exploratory and descriptive. Exploratory 

investigation is done in cases where very little is established/known yet on the subject/topic and 

deep understanding for the issue under discussion is required. On the other hand, descriptive 

research is used in cases where the intent of the study is to describe the actual state of affairs of 

the phenomenon. The third research is explanatory, which deals with why part of the phenomenon 

under research. Explanatory research also elucidates the reasons behind particular behavior of 

variables of phenomenon. Hence the explanatory research deemed more appropriate in social 

sciences based on the above discussion. Balnaves and Caputi, (2001) present that the foremost step 

in hypothesis testing is to identify the research purpose/rationale. The present research study 
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intends to explicate the selected variables in more detail, hence descriptive and explanatory 

investigations of the variables will help to achieve the desired goals and aims which are fixed for 

the research through hypothesis testing. Hypotheses of the present study have the support from the 

previous research in the relevant field of the consumer behavior. 

4.1.2 Hypothesis Testing Technique (correlation technique) 

The second important step in the research design is the selection of appropriate hypothesis 

testing technique. The empirical testing of variables can be done in a more reliable way by 

correlation technique (Lim & Ting, 2012). Correlation technique of hypothesis testing is good tool 

to measure the cause and effect of various relationships of variables. In this type of hypothesis 

testing, the quantum of movement of one variable by the other variable or variables is measured 

(Sekaran, 2011). This technique is superior to other techniques as manipulation of variables is not 

possible like in experimental or qualitative research. To arrive at the set goals and aims of the 

present study we used correlational research design to get the results.  

4.1.3 Quantitative Research 

There are two key research paradigms i.e. Quantitative and Qualitative research. Research 

design of the study depends heavily on the selected research paradigm. Hence selection of research 

design has critical importance for establishment of research paradigm for the study (Punch, 2003). 

Quantitative research deals with numbers. However, qualitative research deals with the 

observations and words. Research is carried out for various purposes but two the most important 

of these are theory testing and theory generation. These two goals can be achieved through the 

qualitative and quantitative research. Quantitative study is more appropriate for the theory testing. 

Explanatory study design is selected for the current research as this is covered under the head of 

quantitative paradigm and is also used for the theory testing. In this specific technique we generate 

the hypotheses based on the previous research and these are tested in different and new contexts. 

However qualitative research gives the in-depth understanding of the issue and helps in 

understanding new beliefs on the researched topic (Tashakkori & Creswell, 2007). The major 

drawback or constraint of the qualitative research is that it cannot be tested statistically, therefore 

the findings are difficult to be replicated or generalised (Patton, 2002). Creswell, Plano Clark, 

Gutmann and Hansin (2003) are of the view that qualitative data have the rich information, but 

with a limitation of generalizability of its findings to the large population. On the other hand, 
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quantitative data is not rich in information, but this can be tested statistically and also be 

generalised with greater certainty (Neuman & Dickinson 2003).      

4.1.4 Deductive Reasoning 

Research judgments are founded on the two kinds of reasoning i.e. deductive and inductive. 

When theory testing is desired in research, the appropriate reasoning approach is deductive 

reasoning. However, in the case of a new theory development or theory generation, inductive 

reasoning approach is used. Hence, it is of vital importance to comprehend the logical conjectures 

behind the research assumptions as results and conclusions are drawn based on reasoning approach 

applied to it. Balnaves and Caputi (2001) differentiated the two approaches and elaborated that 

researchers use the inductive reasoning in case of theory building when research results are 

established by using observations and information. They further contended the use of deductive 

reasoning to demystify the already tested theories when statistical testing of new hypothesis is 

required. Therefore, when the research is based on hypothesis and statistical testing is required to 

conclude the desired results, it is asserted that deductive reasoning is more appropriate choice (De-

Vaus, 2001). This research is also based on hypothesis testing and from the previous support of 

the relevant literature deductive reasoning is being used to arrive at the conclusions.  

4.2 Unit of Analysis 

This study is focused to examine the impact of quality of Islamic financial 

products/services, customer knowledge and their religiosity level on perceived value and customer 

satisfaction in small and medium enterprises of Pakistan. For the current study data is collected 

from the business individuals who fall under the SME criteria as specified by the State bank of 

Pakistan in prudential regulations pertaining to SME sector of May 2013 and they are using the 

Islamic financial products/services as well. Hence the unit of analysis for the present study is an 

individual who fulfills the criteria of SME. 

4.3 Time Horizon  

The present research is cross sectional, so data collections has been done from the SME 

individuals, who are utilizing the Sharīʿah compliant financial products/services, at the same time 

from the major cities of Pakistan which have good number of SMEs i.e. Islamabad, Rawalpindi, 
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Gujranwala, Lahore and Faisalabad. It took three months for data collection after the circulation 

of questionnaires to the respondents.  

4.4 Survey Design  

In survey method of data collection, data is gathered from the respondents of a sample 

through the questionnaire (Zikmund, 2003).  There are numerous pros and cons associated with 

this technique of data collection. Zikmund, Babin, Carr, and Griffin (2010) see that the advantages 

of survey-based design are more than its disadvantages. They further elaborated the advantages 

associated with this technique.  Survey based data collection techniques are flexible in nature, 

these can be used conveniently for the collection of data at large scale in minimum span of time. 

The information about the current variables of study, present aptitude and behavioural perspective 

of respondents can be effectively surveyed. This is the very reason of using survey-based design 

for data collection in this research. The questionnaire for the present research was developed using 

the established scales used and tested by previous research (discussed in measurement section). 

The printed questionnaire was distributed to the SME consumers of Islamic banks in major cities 

of Pakistan (Lahore, Faisalabad, Gujranwala, Islamabad and Rawalpindi). The data was collected 

from the SME customers of Islamic financial products/services about related variables at the same 

time i.e. cross sectional. The questionnaire has two sections. The first section covered the 

demographic questions (sample characteristics in Table 5.1). The second part of the questionnaire 

has questions associated to the variables of the study. All the items of variables were measured 

using the 5-Point Likert scale (1= strongly disagree to 5 = strongly agree).  

4.5 Sample population (Research respondents) 

Sampling is the part of data collection, in this process some units from the larger population 

are selected, i.e. some students from whole university, for the performance of various statistical 

tests to arrive at the results. These results or findings drawn from the selected sample are 

generalized to the population under consideration (Sekaran, 2011). Prior to sample selection and 

data collection from the selected sample, a few points need special consideration. Creswell (2003), 

Punch (2003) and Zikmund (2003) stressed the consideration of the following points prior to 

drawing a sample from quantitative data: 

i. Identification of the target Population. 
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ii. Sampling frame of the research. 

iii. Determination of suitable sampling method along with the appropriate procedure to 

locate the participants. 

iv. The determination of the appropriate sample size 

4.5.1 Target population and sample frame 

Prior to initiating the data collection, it is of paramount importance to elaborate and define 

the population, as we select the sample from this to arrive at the results. The population can be 

described as the cluster of units (people or any other object) which have similar characteristics. 

Whereas the target population is such group of people or objects who have the alike characteristics. 

This should be related to the research and phenomenon under investigation. Zikmund, Babin, Carr, 

and Griffin (2010) are of the view that characteristics of research population are similar to target 

population. Sakeran (2011) has defined the sample frame as the listing of people or group of 

population from which the sample is being taken for the research.  For this study the population is 

the SME customers who are using the Islamic financial products/services to meet their business 

needs. According to economic survey of Pakistan (2008), there are 3.2 million enterprises in 

Pakistan out of which 93% approximately fall in SME sector. According to Islamic banking 

bulletin (IBB 2018), Islamic banking industry’s share is 12.4 % of the total banking industry. 

Hence the target population of SMEs which is expected to be using the Islamic banking services 

is approximately 0.37 million. The sample frame of the study was carefully enumerated. The 

Islamic banks operational in the market were enlisted. Data was collected from the SME 

individuals who were availing the Islamic banking services of these Islamic banks.  

4.5.2 Sampling method and appropriate technique to find the research participants 

It is preferred that the data collection is done from all the individuals/ units of the entire 

target population, but this could not be practically possible due to high cost associated with it. The 

data collection from all the target population might be expensive and time consuming as well. The 

suggested or prevailing process is the inclusion of the true representation from the population who 

have the attitudes and behaviour like the population under consideration. The right selection of the 

sample reduces the gap between the attributes of sample units and population under consideration. 

For the current study convenient sampling method is used for data collection. 
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4.5.3 The Sample size of the study 

Correct sample size is essential to carry out any study. There is no set criteria or rule for 

the selection of the sample of study however it depends upon the purpose of research and nature 

of study being carried out. Cooper and Schindler (2003) coined an interesting fact that there is 

nothing correct or incorrect sample size, sometimes a large sample containing more than two 

thousand participants is not considered enough, however in some situations the sample size of 50 

persons is sufficient to draw the conclusions and generalize the findings to the population. 

Mugenda (1999) argued that the sample size is integrated feature of the research design which can 

affect the detection of errors and different relationship of variables. Bernard and Bernard (2012) 

recommended numerous methodologies to ascertain the correct sample size for the research. Hence 

sample size must be appropriate for that findings which can be generalized to the population. It is 

further suggested that in case of smaller populations, whole of it can be taken as the sample. Using 

prior researches of the similar kind appropriate sample of over 500 respondents were selected for 

the data collection. Total 511 valid responses were considered for the analysis of the study. Out of 

511 SME respondents 294 were associated to the service industry 97, were associated with 

manufacturing business, and,120 were related to trading and allied business. These SME customers 

were using variety of services from the various Islamic banks. Out of 511 respondents 261 were 

using the deposit account facilities, while 130 were availing financing facilities, 71 were availing 

investment account facilities and 49 were availing Takaful (Islamic Insurance) products from the 

banks. This sample was more inclined to use the Islamic banking products as 433 respondent 

preferred Islamic banks to meet their financial needs whereas 78 respondents preferred 

conventional (interest based) to meet their financial needs. Gender distribution of the sample 

represented that 389 respondents were male and the rest of 122 were female respondents.  

The respondents have various tenure of experience with Islamic banks, 99 respondents 

have been utilizing the Sharīʿah compliant financial products and services for less than one year 

while 132 respondents have experience of 1 to 3 years. 131 respondents had the experience of 

using Islamic financial products / services for 4 to 6 years whereas 149 respondents had been 

associated with Islamic banks for more than six years. Sample population represented different 

variant education level of respondents. Out of 511 respondents 83 had intermediate level 

education, 162 were graduates, 211 master’s degree holders, 48 MPhil/PhD holders however 7 had 

qualifications other than above discussed. All the respondents have different opinion regarding the 
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religiosity level, 432 respondents were of the view that religious affiliation matters in the selection 

of the bank, however, 79 respondents were indifferent about religious affiliation for the bank 

selection. Out of 511 respondents 505 were Muslims, 4 were Christians and two had other religious 

affiliation. 

4.6 Measurement of Variables (Questionnaire Part 2) 

The second part of the questionnaire includes the items and questions for the measurement 

of the variables of the study.  Four main variables i.e. quality of product/services, customer 

knowledge, perceived value of products/ services, customer satisfaction and religiosity were 

measured using these questions. Independent variable includes two main constructs i.e. product 

knowledge and product/ service quality. These constructs have been explained in detail in chapter 

II of the study. The perceived value of Islamic financial products and services was measured 

through the concept of perceived value.  

 Product knowledge was measured by eight items` scale which has been adapted from the 

previous studies of the similar kind. Product knowledge scale is adapted from the studies of Collins 

(2007), and Heitmann, Lehmann and Herrmann (2007). Eight items of the product knowledge were 

adapted from both aforementioned studies to measure the variable. Product/service quality was 

measured by using eleven items scale which also has been adapted from the previous studies of 

the same kind as Liao and Chuang (2004); Doucet (2004), Bradlow and Fitzsimons (2001).  

Religiosity was measured by the ten items` scale developed by Worthington et al (2003).  

The scale for religiosity measurement was adopted from that study. Perceived value was measured 

by the nine items` scale which was adapted from the various studies of like Venkatesh and Thong 

(2012); Kim, Ferrin and Rao (2009); Taylor and Todd (1995); Grewal, Levy and Lehmann (2004). 

Customer satisfaction was measured by the ten items` scale which has been adapted from the 

studies of the same kind as Heitmann, Lehmann and Hermann (2007); Venkatesh, Zhang and 

Sykes (2011). 

4.6.1 Discussion on scales of the Questionnaires 

The construct of product knowledge has been studied in various contexts of the previous 

studies. In the study of Heitmann, Lehmann and Herrmann (2007), consumer’s personal 

knowledge about the product/ services helps them to process the information for the decision 
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making. Collins (2007) has taken into account the construct in the context of job seekers 

knowledge with the company’s products and services. Stodolsky and Grossman (1995) have 

measured the variable of knowledge in the context of goals and practices and their impact of the 

subject matter on curricular activity. In the present study the construct of product knowledge has 

been studied in the context of consumer knowledge about the Islamic financial products and 

services which help them in their choice/purchase decisions about these products and services. 

The construct of product service quality has been studied in various contexts previously. 

Liao and Chuang (2004) have studied the factors which affect the service performance. Doucet 

(2004) has studied the service quality in the context of customer’s post interaction service 

evaluation.  Yim, Tse and Chan (2008) have studied the service quality in the context of their 

perception in their study, "Strengthening Customer Loyalty through Intimacy and Passion: Roles 

of Customer–Firm Affection and Customer–Staff Relationships in Services". Grover et al has 

studied the perceived service quality in the context of service performance accurately and 

dependably. Chang and King (2005) have studied the service quality in the context of information 

systems performance. Chung and Schneider (2002) have taken into account the overall quality of 

service. The construct of product service quality has been adapted from all of the above studies, 

eleven items have been adapted in all to measure the variable in the context of product and service 

quality of Islamic financial products/services.  

Perceived value of the Islamic financial products and services has been measured thorough 

the constructs of perceived benefit, convenience, perceived usefulness and utilitarian function of 

attitude that have already been measured in various studies of similar kind. The construct of 

perceived value of Islamic financial products/services has been adapted from the studies of 

Venkatesh, Speier and Morris (2002), as they are of the view that perceived value is the customer’s 

cognition about the tradeoff between the benefit received and cost paid for that facility. Kim, Ferrin 

and Rao (2009) have taken into account the benefit received from the online transactions. 

Choudhury and Karahanna (2008) are of the view that perceived value is the convenience which 

customer perceives due to efficiency of the service provider.  Taylor and Todd (1995) have 

measured the perceived value as the benefit derived from the innovation of the products/ services. 

Grewal, Mehta and Kardes (2004) have measured the same construct in the dimension of utilitarian 

function. They are of the view that it increases the consumer confidence and provides ease to the 
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customer. Nine items scale has been adapted from all of the studies above to explore the perceived 

value of Sharīʿah compliant financial products and services. 

The construct of customer satisfaction has been adapted from the studies of Venkatesh, 

Speier and Morris (2011), as they have studied the consumer perception of the services in logistic 

aspects like location and organization and Heitmann, Lehman and Herman (2007) from their study 

of "Choice Goal Attainment and Decision and Consumption Satisfaction”. The ten items, scale for 

customer satisfaction about Islamic Financial products/Services have been adapted from these 

studies. 

4.7 Validity and Reliability of the Instrument  

Validity and reliability of the instrument for the purpose of research is very important. 

Without the valid and reliable instrument, results of the research cannot be relied and generalized. 

4.7.1 Validity 

Lynn (1986) is of the view that validity of any measure is the level of measurement which 

it intends or claim to measure. Polit and Beck (2006) considered the measure to be valid if the 

correlation of the composite variable with items exceeds certain point. James, Demaree and Wolf 

(1984) are of the view that any correlation which is less than 0.30 of the composite variable with 

its items might be excluded from the analysis. All the variables were tested against the individual 

items and validity of the scale was confirmed as correlation of all the composite variables with 

their items was higher than the suggested value. Validity test of item to total correlation of all 

variables gave the significant results. Results of the correlation are shown in the table 4.1 below. 

 

 

 

 

 

 

 

       

 



 

71 

 

 

Table 4.1: Item to Total Correlation 

 

4.7.2 Reliability  

The reliability of the scale is confirmed through its consistency of results over time. A scale 

is said to be reliable if it gives error free results with consistency. In social sciences the most 

popular technique for the measurement of reliability of scale is Cronbach’s alpha. Boyle (1991) is 

of the view that if the Cronbach’s alpha value of the variable is more than 0.6 in a scale that variable 

is considered reliable for the measurement of that particular dimension. A value of Cronbach’s 

alpha higher than 0.8 is considered good and 0.90 is considered excellent for the measurement. A 

pilot test was done on the initial 50 responses to test the reliability of the scale and value of 

Cronbach’s alpha was higher than .799 for all the variables. The reliability results of pilot test are 
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shown in Table 4.1. After the collection of data reliability test was also performed on the entire 

sample and it was observed that value of Cronbach’s alpha was within the range and had confirmed 

the reliability of the scale. Findings of the sample are given in Table 5.3.  

The skewness and kurtosis of all the items of the scale were measured in descriptive 

statistics. The value of skewness was between -1 to +1, while of kurtosis between -3 to +3 for all 

the items. The results are shown in appendix 1. 

 Table 4.2: Reliability Analysis 

Variable Cronbach's Alpha Number of items 

Product Knowledge 0.799 8 

Product Service quality 0.916 11 

Perceived Value 0.918 9 

Religiosity 0.847 10 

Customer Satisfaction 0.913 10 

4.8 Ethical Considerations: 

Primary data collection is very technical job. People are generally reluctant to give the 

information due to their certain apprehensions. The target population of this research was the SME 

clients of Islamic banks. The respondents were briefed about the purpose of data collection, all the 

information was gathered with the assent of the respondents. Respondents were given assurance 

that the information which are being collected to be used solely for the current study. All the 

variables were measured with certain items and no question was not asked which can hamper the 

personal ego of the respondents. One of the variables i.e. religiosity might have respondents’ 

concerns. Keeping in view the sensitivity of the variable, all the items of the variable were adopted 

from the previous study and all items of other variables were also balanced. 

4.9 Data Analysis 

This section of the study gives the detailed account of the various statistical results which 

confirm and validate the main aim of the study. It also explains hypothesis testing (direct, indirect 

and interaction variables) along with the different assumptions of applied data analysis techniques. 
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4.9.1 Assumption of Hypothesis Testing 

Data testing requires four prior checks i.e. (1) the normality of data (2) linearity (3) 

multicollinearity issue and (4) homoscedasticity. It is of paramount importance to check and 

evaluate the aforementioned assumptions prior to analyzing the various direct and indirect 

hypotheses and the application of various statistical tests.  (Sekaran, 2011). Garson (2011) is of 

the view that if any of these assumptions violates certain modalities, the results may not be 

considered as reliable.  

Assumption of normality:  Normal distribution of the data is desirable for the statistical test. There 

are many tests which can be applied for this purpose; however, main tests are visual examination, 

e.g., Shapiro-Wilk (W) test and Kolmogrove-Smirnove tests.  The data which does not diverge 

from the mean line, such data is termed as the normally distributed. Other than the visual 

examination Shapiro-Wilk (W) test and Kolmogrove-Smirnove tests can also be applied to check 

the normality of data though these tests have certain limitations. Among Shapiro-Wilk (W) test 

and Kolmogrove-Smirnove tests W test is considered more reliable. According to Hair, Ringle and 

Sarstedt (2011) If the W test is applied and significance value is more than 0.05 it indicates that 

data is normally distributed or vice versa. Berger and Zhou (2005) explained the non-suitability of 

this test for the sample over 30 respondents. Keeping in view the limitations of these tests, 

normality was tested through the visual examinations and it is illustrated the normal distribution 

of the data, and assumptions of normality are not violated. 

Assumption of linearity:  Garson (2011) argues that the linear relationship among the 

independent and dependent variables is required for the hypothesis testing. Nonlinear relationship 

among the variables may give misleading results. To cope up with the situation other statistical 

test may be applied in order to arrive at the concrete results. P-P scatter plots of independent 

variables against the dependent variables can be plotted. Ghadi (2012) is of the view that if these 

scatter plots give relatively straight line, it depicts that linearity assumptions are not violated. 

Scatter plots of all the variables were plotted to check the linearity assumptions and all have shown 

the relatively straight line. It has been observed that linearity assumption is not violated.  

Assumption of Multicollinearity: This assumption is based on the correlation among the 

explanatory variables. It is assumed that two variables have the multicollinearity issue when the 

correlation among these variables is over 0.90. Cohen, Cohen, West and Aiken (2013) are of the 

view that correlation among the variables must not be more than 0.80. The correlation among 
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various variables was calculated to check the assumption of multicollinearity and it was found that 

all variables have the correlation value within the prescribed limit. Garson (2011), argued to test 

this assumption with other statistical tests as well.  Tolerance value (1-R2) and Variance inflation 

factor (VIF) validated it further, as all observed VIF values were below 10. It had also confirmed 

that assumption of multicollinearity was not violated.  

Assumption of homoscedasticity: Garson (2011) is of the view that if there is similar 

variation in the dependent variable due to that independent variable at different levels, the 

assumption of homoscedasticity will not be violated. Bivariate scatter plots are commonly used to 

check this assumption. In the visual examination if bivariate scatter plots are oval shaped, it depicts 

that this assumption is not violated. It has been observed that all scatter plots have almost oval 

shape, this confirms the non-violation of the assumption. The results of all assumptions are shown 

in Appendix 2, 3 & 4.   

Above assumptions confirmed that data is normally distributed, after this the various direct, 

indirect and interaction hypotheses were tested.  

4.10 Direct Hypothesis Testing 

The data collected through questionnaires was statistically analyzed to test the various 

hypothesis developed in chapter 3. There are three types of hypothesis in the study i.e. direct 

hypothesis, indirect (mediating) hypothesis and Interaction (moderating) hypothesis. Direct 

hypothesis was tested through the simple regression analysis. These hypotheses measure the direct 

relationship among the variables of the study. Direct hypothesis can be tested by simple and 

multiple regression. In simple regression one independent and dependent variables are regressed 

however in case of multiple regression more than one independent variables are regressed with 

dependent variable (Kerlinger & Pedhazur, 1973). They further argued regression analysis has 

some limitations as it does not give reliable results with the small sample size. In the current study 

the sample size is (N= 511) which eliminates this apprehension. 

Research requires the measurement of scientific relationships among the independent and 

dependent variables. Any change in dependent variable in the presence of independent variable 

can be measured and explained by the regression analysis. Neter, Wasseman and Kutner (1985) 

are of the view that regression analysis has the ability to measure the variations scientifically. The 

regression analysis has various strengths as it can handle the different kind of variables in non-



 

75 

 

experimental research design. Keeping in view the above-mentioned characteristics of regression, 

this is used to analyse the direct relationship of variables. 

4.11 Mediation Analysis 

The mediation among the two variables exists when this relationship is affected by third 

variable present between these two variables. Change in the dependent variable is caused due to 

the presence of third variable called mediator. When independent variable is X and dependent 

variable is Y, M denotes the mediator.  The change in mediating variable is due to independent 

variable and then it affects the dependent variable. The independent variable X has direct effect on 

the dependent variable and indirect effect as well through the mediator. The total effect which is 

caused due to X on Y is denoted by (c), however the direct effect of the X on Y is denoted by (c/).  

In mediation analysis an independent variable also affects the mediator this effect is denoted by 

the path a, the impact of mediator on the dependent variable is denoted by the path b. Path ab is 

the indirect effect of X on Y when the mediator is controlled. Total effect can be found by adding 

the direct effect c/ and ab. According to Shrout and Bolger (2002) there is partial mediation if the 

values of beta for the indirect path (controlled mediator) are lower than the total effect path (c). 

However, for the complete mediation the values of the indirect effect with the controlled mediator 

should be insignificant (Hayes, 2009). 

Previously in two decades Barron and Kenny (1986) four step mediation model has been 

used widely by the researchers. This approach has used various regressions to arrive at the final 

mediation results. An independent variable is regressed on dependent and mediator variable 

independently if there is no change in the mediator due to independent variable, rest steps will not 

be performed as they declare the results insignificant. Though this technique has widely been used 

in mediation analysis but in recent times critical analysis by the researchers like Hayes (2009) 

declared this technique as redundant due to its lower power to analyze the mediation. Mackinnon 

and Fairchild (2009) also expressed their concerns over the limitations in the Baron and Kenny 

(1986) mediation model. They argued that this model cannot measure the magnitude of the 

mediation explicitly. Due to these limitations, Baron and Kenny model was not selected to test the 

mediation for the current study. 

In order to overcome the limitations of the causal-step method of measuring mediation, 

Preacher and Hayes (2010) developed a bootstrapping approach to analyze mediation (indirect 
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effect). According to Garson (2011) bootstrapping is a non-parametric technique to analyze the 

sample estimates.  Bootstrapping is a powerful technique which generates alike samples with same 

sample size randomly to enhance the confidence of the measurements (Hayes, 2009). Bootstrap 

helps in check and control over the stability of the mediation results. Although this is not possible 

to eradicate all the problems of various data analysis techniques and methods however 

bootstrapping has the better acceptability over other available techniques. 

Below is the pictorial description of main mediation model.  

 

 

 

 

 

 

Figure 3 Main Mediation Model 

The bootstrapping has certain advantages over the causal-step method in the analysis of 

indirect effect due to below stated reasons. Firstly, it does not take into account the assumptions 

of normality. Secondly, large sample size is not required due to the random re sampling in 

bootstrapping as in case of causal-step approach. Finally, in analysis it overcomes the non-

normality issues of the sample as well (Preacher & Hayes, 2010; Hayes, 2009).  

Mediation analysis in the present study was tested by using Preacher and Hayes (2010) 

bootstrapping method (Model 4).  The Macro developed by Preacher and Hayes (2010) was 

downloaded and installed in SPSS-20.00 for data analysis.  

4.12 Moderation Analysis 

In regression analysis when the relationship of two variables is dependent on the third 

variable, this kind of interaction between the variables is called the moderation whereas the 

variable affecting this relationship is called the moderator. This moderator variable can be of 
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categorical or quantitative nature depending upon the nature of study (Cohen 2003). Moderator 

variable is also termed as the interaction term.  

There are many approaches which are being used to study the moderating effect of the 

variables. Bauer and Curran (2005) are of the view that pick a point approach, which is also known 

as the simple slopes approach, is the most popular for the moderation analysis. In this technique 

we can measure the impact of independent variable on dependent variable by selecting certain 

value of moderator or different values. This technique is implemented by centering the moderator 

on the intended values. Pick a point technique has certain limitations, one of the major problems 

is the selection of different values of M on which conditional effect of X on Y is measured. These 

arbitrary values of M may give rise to various apprehensions about the results.  

The most recommended technique for the measure of the moderator effect is Johnson- 

Neyman technique. The advantage of using this technique is that it eliminates the arbitrariness of 

the moderator value. This technique has been used by many researches like Nelson et al (2012); 

Thorleuchter, Van den Poel & Prinzie (2012) for the probing of interaction effect. The JN 

technique gives the single solution in a range of measurement of the moderator. Keeping in view 

the benefits associates with JN technique, it is used in the current study to measure the interaction 

term effect of religiosity on various relationships.  

4.13 Missing Data Handling 

For the better data analysis complete responses are required. Hair, Ringle and Sarstedt 

(2010) are of the view that missing data may cause some problems while analyzing the results 

from this data. The data for the current study was collected from the SME customers of Islamic 

banks. Almost all the responses were received complete in all respects. There were few 

questionnaires with missing responses. These questionnaires were excluded from the sample and 

finally 511 respondents were selected for the data analysis. 

4.14 Chapter Summary 

This chapter explained the suitable methodology for the achievement of the aims of the 

present study. This chapter discussed the research design, unit of analysis, target population and 

scale for data collection. The chapter also provided the detailed account of data analysis techniques 

used for various relationships among variables.  
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CHAPTER 5: RESULTS 

As we have seen, the previous chapter presented a detailed discussion of the materials and 

methodology used to analyse the data, followed by the testing of the hypotheses. 

In this chapter, we first discuss the results of all the analyses used to test our hypotheses. 

Then, we discuss the aims of the study, achievement of objectives, and limitations. We also present 

the significance of the study and recommend avenues for further research. 

Table 5.1: Sample Characteristics 

 Type of Organization   

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Service 294 57.5 57.5 57.5 

Manufacturing 97 19 19 76.5 

Trading 120 23.5 23.5 100 

Total 511 100 100  

 

 Type of Banking Facilities  

Deposit accounts 261 51.1 51.1 51.1 

Loan 130 25.4 25.4 76.5 

Investment Account 71 13.9 13.9 90.4 

Takaful 49 9.6 9.6 100 

Total 511 100 100  
 
 Preference for Banks  

Islamic Banks 433 84.7 84.7 84.7 

Conventional Banks 78 15.3 15.3 100 

Total 511 100 100  
 

 Gender   

Male 389 76.1 76.1 76.1 

Female 122 23.9 23.9 100 

Total 511 100 100  

 

 How Long user of Services  
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Less than 1 year 99 19.4 19.4 19.4 

1-3 years 132 25.8 25.8 45.2 

4-6 years 131 25.6 25.6 70.8 

More than 6 Years 149 29.2 29.2 100 

Total 511 100 100  

 

 Education Level   

Intermediate 83 16.2 16.2 16.2 

Graduation 162 31.7 31.7 47.9 

Master 211 41.3 41.3 89.2 

MPhil/PhD 48 9.4 9.4 98.6 

Others 7 1.4 1.4 100 

Total 511 100 100  

 

        Religious Affiliation Matters  

YES 432 84.5 84.5 84.5 

NO 79 15.5 15.5 100 

Total 511 100 100  

 

 Current and Potential Religious Affiliation  

Muslim 505 98.8 98.8 98.8 

Christianity 4 0.8 0.8 99.6 

Others 2 0.4 0.4 100 

Total 511 100 100  

 

Characteristics of the sample reflect that out of 511 customers 294 represent the service 

sector which is 57.5% of the sample papulation. Share of manufacturing sector is 97 out of 511 

which is 19% and trading related customers were 120 which is 23.5% of the sample population. 

Out of 511 sample 433 customers were using only Islamic financial institutions to meet their 

financial needs however 78 were also using the conventional financial institutions in addition to 

Islamic financial institutions. As far as gender of the sample is concerned, 389 customers are male 

and 122 are female customers. Analysis of the sample regarding the relationship with the financial 
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institutions reflected that 149 customers were availing Islamic banks for more than 6 years. 131 

customers were with Islamic banks from 4-6 years. 132 customers were using Islamic financial 

products and services from 1-3 years however 99 customers started using these services less than 

a year ago. Out of 511 customers 505 were Muslims, 4 Christians and 2 had some other religious 

affiliation.   

    Table 5.2: Descriptive Statistics 

   Mean         S. D Skewness Kurtosis 

Product Knowledge  3.92 0.87 -0.86 0.17 

Product Service Quality  3.60 0.73 -0.94 0.23 

Religiosity  3.49 0.82 -0.28 -0.15 

Perceived Value  2.83 0.49 -0.52 0.29 

Customer Satisfaction  3.31 0.51 -0.73 1.17 

 

The descriptive statistics of the study includes mean (M), standard deviation (SD), 

Skewness and kurtosis of the variables. These values for Product knowledge are (M = 3.92, SD = 

0.87 Skewness = -0.86, Kurtosis = 0.17), for product service quality (M = 3.60, SD = 0.73, 

Skewness = -0.94, Kurtosis = 0.23), for religiosity (M = 3.49, SD = 0.82, Skewness = -0.28, 

Kurtosis = -0.15), for perceived value (M = 2.83, SD = 0.49, Skewness = - 0.52, Kurtosis = 0.29), 

for customer satisfaction (M = 3.31, SD = 0.51, Skewness = -0.73, Kurtosis = 1.17) . The values 

of the skewness of variables fall within the range of (-1 to +1), Kurtosis values fall in range of (-1 

to 1.18) which corresponds that data is normally distributed and good to use for regression analysis.  

The item wise descriptives are shown in the Appendix no 1. The skewness and kurtosis are 

within range i.e. (-1 to +1) for all the items, which also confirms the item wise normal distribution 

of data.  
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Table 5.3: Reliability Analysis 

Variable Cronbach's alpha Number of items 

Product Knowledge 0.93 8 

Product Service Quality 0.89 11 

Perceived Value 0.62 9 

Religiosity 0.93 10 

Customer Satisfaction 0.71 10 

 

         Table 5.4: Correlation Analysis 

  1 2 3 4 5 

1.  Product Knowledge 1         

2.  Product Service Quality .786** 1       

3.  Religiosity .232** .555** 1     

4. Perceived Value .388** .500** .365** 1   

5. Customer Satisfaction .432** .616** .445** .425** 1 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

The Pearson’s correlation depicts the extent and direction of the effect of different variables 

on each other. In the same connection above correlation matrix predicts the extent of these 

relationships. The results are shown in table 5.4. The product knowledge has the positive and 

strong correlation with product service quality (r = .786, p = 0.000). The product knowledge has 

the weak but positive correlation with the religiosity (r = .232, p = 0.000).  This means with the 

increase in product knowledge, religiosity also increases but not to too much extent. The product 

knowledge has the moderate positive correlation with customer satisfaction (r = .432, p = 0.000). 

This means the increased knowledge tends to increase the customer’s satisfaction level.  

Product service quality has a strong correlation with the religiosity level (r = .555, p = 

0.000), it also has strong correlation with the perceived value (r = .500, p = 0.000). This means 

that with the increase of service quality the perception of the consumer about Islamic financial 

products/services will also increase positively. Product service quality has also strong positive 



 

82 

 

correlation with the customer satisfaction (r = .616, p = 0.000), this confirms that the higher service 

quality will enhance the customer satisfaction.  

Religiosity has the moderate correlation with the perceived value (r = .365, p = 0.000). It means 

that the religiosity level moderately impacts the perception of consumers. Religiosity level and 

customer satisfaction have moderately strong positive correlation (r = .445, p = 0.000), which 

depicts that with higher level of religiosity customer satisfaction will increase positively. 

Perceived value has moderately strong correlation with the customer satisfaction (r = .425, 

p = 0.000). It reflects that the consumer’s perception of the financial products and services will 

affect their satisfaction level positively.  

 

Table 5.5: Direct Hypotheses Analysis 

H IV DV R2 F β T p 

H1a Product Knowledge Perceived Value 0.15 90.05 0.22 9.49 0.00 

H1b Product Service Quality Perceived Value 0.25 169.69 0.34 13.03 0.00 

H2b Product Knowledge Customer Satisfaction 0.19 116.82 0.25 10.81 0.00 

H2a Product Service Quality Customer Satisfaction 0.38 311.48 0.43 17.65 0.00 

H3 Perceived Value Customer Satisfaction 0.18 111.9 0.44 10.58 0.00 

 

The direct relationship of the variables has been measured through the linear regression. 

The findings of different relationships have shown in table 5.5. The results of the hypothesis H1a 

show that 15 % variation (R2 = 0.15, F= 90.05, p=0.000) in customer perception is being predicted 

by the product knowledge. The coefficient (β = 0.22, p = 0.00) reflects that one-unit change in 

product knowledge, leads to a change of 0.22 units in customer’s perceived value. The t statistics 

t-test (t= 9.49, p=0.000) supports that product knowledge has positive impact on the perceived 

value. 

The results of the hypothesis H1b show that 25% variation (R2 = 0.25, F= 169.69, p=0.00) 

in customer perception is predicted by the product service quality. The co-efficient (β = 0.34, p = 

0.00) reflects that due to change of one unit in product service quality, positive change of .34 units 

will be in customer’s perceived value. The t statistics t-test (t= 13.03, p=0.000) supports that the 

product service quality has positive impact on the perceived value. 
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The results of the hypothesis H2b show that 19% variation (R2 = 0.19, F= 116.82, p=0.00) 

in customer satisfaction is being predicted by the product knowledge. The coefficient (β = 0.25, p 

= 0.00) reflects that due to change of one unit in product knowledge, positive change of 0.25 units 

will be in customer satisfaction. The t statistics t-test (t= 17.65, p=0.00) supports that the product 

knowledge has the positive impact on the customer satisfaction. 

The findings of the hypothesis H2a show that 38 % variation (R2 = 0.38, F= 311.48, p=0.00) 

in customer satisfaction is predicted by the product service quality. The coefficient (β = 0.43, p = 

0.00) reflects that due to change of one unit in product attributes, Positive change of 0.43 units will 

be in customer satisfaction. The t statistics t-test (t= 17.65, p=0.00) supports that the product 

knowledge has the positive impact on the customer satisfaction. 

The results of hypothesis H3 show that 18 % variation (R2 = 0.18, F= 111.9, p=0.00) in 

customer satisfaction is predicted by perceived value. The coefficient (β = 0.44, p = 0.00) reflects 

that due to change of one unit in perceived value, positive change of 0.44 units will be in customer 

satisfaction. The t statistics t-test (t= 10.58, p=0.00) confirms that perceived value has positive 

impact on customer satisfaction. 

Table 5.6: Hypothesis H4a 

  Effect SE T p LLCI ULCI 

Total effect of X on Y 0.25 0.02 10.80 0.00 0.20 0.29 

Direct effect of X on Y 0.18 0.02 7.62 0.00 0.13 0.23 

  Effect Boot SE LLCI ULCI 

Indirect effect of X on Y (Perceived value) 0.06 0.04 0.04 0.10 

 Effect SE Z p 

Normal theory tests for indirect effect            

(Sobal test) 
0.06 0.01 5.77 0.00 

 

Table 5.6 reflects the results of total, direct and indirect effect of product knowledge on 

customer satisfaction through perceived value. The mediation results reflect that product 

knowledge positively affects customer satisfaction; β= .25, p<0.001, 95% CI [0.20, 0.29]. The 

product knowledge has direct and positive impact on customer satisfaction; β= 0.18, p<0.001, 95% 

CI [0.13, 0.23], showing that with increase of one unit in product knowledge will lead to a change 

of 0.18 units in customer satisfaction. The values of beta also expose that 73% change in customer 
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satisfaction is caused by the direct effect, however rest 27 % change in dependent variable i.e. 

customer satisfaction is due to the mediating variable i.e. perceived value.  

The results also suggest that the indirect effect of product knowledge on customer 

satisfaction through perceived value is significant; β= .06, p<0.001, 95% CI [0.04, 0.10]. This 

reflects that perceived value positively mediates the product knowledge and customer satisfaction 

relationships. The Sobal test also confirms this indirect effect (β= 0.06, Z = 5.77 p<0.001). The 

above results provide strong support for the hypothesis H4a showing that perceived value mediates 

the relationship of product knowledge and customer satisfaction in utilization of Islamic financial 

services.  

Table 5.7: Hypothesis H4b 

  Effect SE T p LLCI ULCI 

Total effect of X on Y 0.42 0.02 17.64 0.00 0.38 0.47 

Direct effect of X on Y 0.37 0.02 13.54 0.00 0.32 0.42 

  Effect Boot SE LLCI ULCI 

Indirect effect of X on Y (Perceived value) 0.05 0.01 0.02 0.91 

 Effect SE Z p 

Normal theory tests for indirect effect            

(Sobal test) 
0.05 0.01 3.73 0.00 

 

Table 5.7 reflects the results of total, direct and indirect effect of product service quality on 

customer satisfaction through perceived value. The mediation results reflect that product service 

quality affects customer satisfaction positively β= 0.42, p<0.001, 95% CI [0.38, 0.47]. The product 

service quality has direct and positive impact on customer satisfaction β= 0.37, p<0.001, 95% CI 

[0.32, 0.42], showing that with increase of one unit in product service quality will lead to a change 

of 0.37 units in customer satisfaction. The values of beta also expose that 87.3% change in 

customer satisfaction is caused by the direct effect, however rest 12.7 % change in dependent 

variable i.e. customer satisfaction is due to mediating variable i.e. perceived value.  

The results also suggest that the indirect effect of product service quality on customer 

satisfaction through perceived value is significant; β= .054, p<0.001, 95% CI [0.02, 0.91]. This 

indicates that perceived value mediates the product service quality and customer satisfaction 

relationships positively. The Sobal test also confirms this indirect effect (β= 0.05, Z = 3.73 
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p<0.001). The above results provide strong support for the hypothesis H4b showing that perceived 

value mediates the relationship of product service quality and customer satisfaction in utilization 

of Islamic financial services.  

Table 5.8: Hypothesis H5a 

  RAC Effect SE T P LLCI ULCI 

Least Effect -0.82 0.14 0.03 3.87 0.00 0.06 0.21 

Average Effect 0.00 0.20 0.02 8.61 0.00 0.16 0.25 

Maximum 

Effect 0.82 0.27 0.03     7.49 0.00 0.20 0.34 

 

The results of table 5.8 show that the relationship of the product knowledge and perceived 

value in the presence of religiosity as a moderator. The value of β= 0.14, p<0.001, 95% CI [0.69, 

0.21] in least effects relationship shows that the change of one unit in product knowledge will lead 

to a change of 0.1407 units in perceived value. The value of t= 3.87 confirms the significance of 

this relationship. The value of β= 0.20, p<0.001, 95% CI [0.16, 0.25] in average effects shows that 

change of one unit in product knowledge will lead to a change of 0.20 units in perceived value in 

the presence of religiosity as a moderator.  The value of t= 8.6 confirms the significance of this 

relationship. The maximum effect value of β= 0.27, p<0.001, 95% CI [0.20, 0.34] in maximum 

effects shows that change of one unit in product knowledge will lead to a change of 0.2739 units 

in perceived value in the presence of religiosity as a moderator. The value of t= 7.49 also confirms 

the significance of this relationship. In the presence of religiosity as a moderator, there is on 

average 47% increase in the unit change of perceived value due to one-unit change is product 

knowledge, however, in the presence of the religiosity it can be enhanced by up to 94% on its 

maximum level. 

Table 5.9: Hypothesis H5b 

 RAC Effect SE T p LLCI ULCI 

Least Effect -0.82 0.23 0.04 5.12 0.00 0.14 0.32 

Average Effect 0.00 0.30 0.03 8.97 0.00 0.24 0.37 

Maximum 

Effect 
0.82 0.38 0.04 8.22 0.00 0.28 0.47 
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The results of table 5.9 show that the relationship of the product service quality and 

perceived value in the presence of religiosity as a moderator. The value of β= 0.23, p<0.001, 95% 

CI [0.14, 0.32] in least effects relationship shows that the change of one unit in product service 

quality will lead to a change of 0.23 units in perceived value. The value of t= 5.12 confirms the 

significance of this relationship. The value of β= 0.30, p<0.001, 95% CI [0.24, 0.37] in average 

effects shows that the change of one unit is product service quality will lead to a change of 0.30 

unit in perceived value in the presence of religiosity as a moderator.  The value of t= 8.97 confirms 

the significance of this relationship. The maximum effect value of β= 0.38, p<0.001, 95% CI [0.28, 

0.47] in maximum effects shows that change of one unit in product service quality will lead to a 

change of 0.38 units in perceived value in the presence of religiosity as a moderator. The value of 

t= 8.22 also confirms the significance of this relationship. In the presence of religiosity as 

moderator, there is on average 30% increase in the unit change of perceived value due to one-unit 

change is product attributes, however in the presence of the religiosity it can be enhanced by up to 

61% on its maximum level. 

 

Table 5.10: Hypothesis H7a 

 RAC Effect SE T p LLCI ULCI 

Least Effect -0.82 0.17 0.03 5.29 0.00 0.11 0.24 

Average Effect 0 0.21 0.02 8.53 0.00 0.16 0.27 

Maximum 

Effect 
0.82 0.26 0.03 7.10 0.00 0.19 0.33 

 

The results of table 5.10 show that the relationship of the product knowledge and perceived 

value in the presence of religiosity as a moderator. The value of β= 0.17, p<0.001, 95% CI [0.11, 

0.24] in least effects relationship shows that one-unit change in product knowledge will lead 0.17 

units change in customer satisfaction. The value of t= 5.29 confirms the significance of this 

relationship. The value of β= 0.21, p<0.001, 95% CI [0.16, 0.27] in average effects shows that 

one-unit change is product knowledge will lead to 0.21 units change in customer satisfaction in 

the presence of religiosity as a moderator.  The value of t= 8.53 confirms the significance of this 

relationship. The maximum effect value of β= 0.26, p<0.001, 95% CI [0.19, 0.33] in maximum 

effects shows that one-unit change in product knowledge will lead to 0.26 units change in customer 
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satisfaction in the presence of religiosity as a moderator. The value of t= 7.10 confirms the 

significance of this relationship. In the presence of religiosity as moderator, there is on average 

24% increase in the unit change of customer satisfaction due to one-unit change is product 

knowledge, however in the presence of the religiosity and it can be enhanced up to 50% on its 

maximum level. 

Table 5.11: Hypothesis H7b 

 RAC Effect SE T p LLCI ULCI 

Least Effect -0.82 0.32 0.04 7.03 0.00 0.23 0.41 

Average Effect 0 0.38 0.03 10.83 0.00 0.31 0.45 

Maximum 

Effect 
0.82 0.44 0.04 10.91 0.00 0.36 0.52 

 

The results of table 5.11 show that the relationship of the product service quality and 

customer satisfaction in the presence of religiosity as a moderator. The value of β= 0.32, p<0.001, 

95% CI [0.23, 0.41] in least effects relationship shows that one-unit change in product service 

quality will lead to 0.3258 units change in customer satisfaction. The value of t= 7.03 confirms the 

significance of this relationship. The value of β= 0.38, p<0.001, 95% CI [0.31, 0.45] in average 

effects shows that one-unit change in product service quality will lead to 0.38 units change in 

customer satisfaction value in the presence of religiosity as a moderator.  The value of t= 10.83 

confirms the significance of this relationship. The maximum effect value of β= 0.44, p<0.001, 95% 

CI [0.36, 0.52] in maximum effects shows that one-unit change in product knowledge will lead to 

0.44 units change in customer satisfaction in the presence of religiosity as a moderator. The value 

of t= 10.91 also confirms the significance of this relationship. In the presence of religiosity as 

moderator, there is on average 19% increase in the unit change of customer satisfaction due to one-

unit change in product knowledge, however, in the presence of the religiosity and it can be 

enhanced by up to 37% on its maximum level. 
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Table 5.12: Hypothesis H6 

 RAC Effect SE T P LLCI ULCI 

Least Effect -0.82 0.25 0.05 4.92 0.00 0.15 0.36 

Average Effect 0.00 0.39 0.04 7.94 0.00 0.29 0.49 

Maximum 

Effect 
0.82 0.53 0.06 7.65 0.00 0.39 0.66 

 

The results of table 5.12 show that the relationship of the perceived value and customer 

satisfaction in the presence of religiosity as a moderator. The value of β= 0.25, p<0.001, 95% CI 

[0.15, 0.36] in least effects relationship shows that one-unit change in perceived value will lead to 

0.25 units change in customer satisfaction. The value of t= 4.92 confirms the significance of this 

relationship. The value of β= 0.39, p<0.001, 95% CI [0.29, 0.49] in average effects shows that 

one-unit change in perceived value will lead to 0.39 units change in customer satisfaction in the 

presence of religiosity as a moderator.  The value of t= 7.94 confirms the significance of this 

relationship. The value of β= 0.53, p<0.001, 95% CI [0.39, 0.66] in maximum effects shows that 

one-unit change in perceived value will lead to 0.53 units change in customer satisfaction in the 

presence of religiosity as a moderator. The value of t= 7.65 also confirms the significance of this 

relationship. In the presence of religiosity as moderator, there is on average 52% increase in the 

unit change of customer satisfaction due to one-unit change is perceived value, however in the 

presence of the religiosity it can be enhanced by up to 105% on its maximum level. 

5.1 Discussion 

Our main aim was to analyze the interactions of the customer’s knowledge of the 

product/service quality, perceived value, and customer satisfaction through the moderating role of 

religious faith. We consider users of Islamic financial products/services in the SME sector of 

Pakistan. We include SMEs that fulfil the criteria defined by State Bank of Pakistan in its 

prudential regulations. Based on the key propositions, the main aim is divided into five objectives: 

• To ascertain the effect of product knowledge and product/service quality on perceived 

value. 
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• To examine the relationship between the product knowledge, quality of Islamic financial 

products/services, and customer satisfaction.  

• To examine the relationship between perceived value and customer satisfaction. 

• To identify the mediating role of perceived value in the relationship between product 

knowledge, quality of products/services, and customer satisfaction.  

• To examine the moderating role of religiosity on product knowledge, product/service 

quality, perceived value, and customer satisfaction. 

To achieve our objectives, several direct, mediating, and moderating hypotheses were 

developed based on an exhaustive review of the literature. Data were collected from SME 

customers of Islamic financial institutions. Appropriate statistical techniques such as correlation 

and Hayes’ (2009) regression bootstrapping for the mediation and moderation analyses were used. 

This section will elaborate the main findings of each hypothesis and its contribution to the 

achievement of our objectives. 

5.1.1 First aim of the thesis:  To find out the impact of product knowledge, product service 

quality on the perceived value (Hypotheses H1a, H1b) 

Hypothesis H1a, H1b   postulates that product knowledge and product/service quality have 

positive impact on the perceived value of the Islamic financial products/services. Previous studies 

in the context of product knowledge, product service quality, perceived value and customer 

satisfaction mostly hover around the tangible products. Limited work has been done on the 

intangible products and services. Especially there is a scanty work in the context of Islamic 

financial products and services in Pakistan’s SME sector. The findings of the hypotheses support 

that the product knowledge has the positive impact on the perceived value of the Islamic financial 

products/ services in SME sector of Pakistan. It means by increasing the knowledge of consumers 

and potential customers, the probability of utilization of these services and their perceived value 

in the minds of consumers. In this way more knowledgeable users will be in position to assess and 

compare these products/ services with the conventional (interest based) products/ services 

available in the market. This will eventually improve the share of the Sharīʿah compliant banking 

in the market. Similar pattern of findings has been observed in the relationship of product/service 

quality on the perceived value of the Islamic financial products. Enhanced product/service quality 

will arise from the increased perceived value of the Islamic financial products and services in the 

market.  
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Comparison of the results of product knowledge and Product/service quality depicts that 

perceived value of Islamic financial products and services is more responsive to Product/service 

quality. One-unit change in product knowledge may lead to the 0.22 units change in perceived 

value, however one-unit change in products/service quality will lead to 0.34 units change in the 

perceived value. Hence based on these conclusions it is advised to work more on the 

product/service quality than the product knowledge. There is stiff competition in the market and 

in-service industry especially in banking industry of Pakistan among conventional (interest based) 

and Islamic banks. The product/service quality is the decisive factor in order to get more share in 

the market. Hence based on these conclusions it is suggested that Islamic financial institutions 

should take measures to enhance the product/service quality of the Sharīʿah compliant financial 

products/services. 

Conclusions drawn from the current study are coherent with the landmark studies in this 

area. Peterson and Yang (2004) argued that the perceived value of products/services may depend 

upon their attributes. In the financial services ’perspective, the findings of Haron and Wan Azmi 

(2008) supported the notion of cause and effect relationship among the product knowledge and 

quality of Islamic financial services their perceived value. This contention is also in harmony with 

the researches conducted by Hsin, Chang and Wang (2011); Ulaga and Chacour (2001) in the 

context of service industry in the area of consumer behavior. Based on above mentioned views, 

present study is consistent with the previous researches in the area of consumer behavior. 

5.1.2 Second aim: To investigate the relationship between the Product knowledge, quality of 

product/services and customer satisfaction. (Hypothesis H2a, H2b)  

Hypotheses H2a, H2b   postulate that product knowledge and product/service quality have 

positive impact on customer satisfaction in this particular perspective of the Islamic financial 

products/services’ use. Prior research in the context of customer knowledge, product quality and 

customer satisfaction have discussed mostly on the tangible/ consumer goods. There is a scanty 

work in the field of Islamic financial services. Especially there are very few studies in the context 

of Islamic financial products and services in SME sector of Pakistan. The results of the hypotheses 

support that the product knowledge have positive effect on the customer satisfaction of the Islamic 

financial products/ services in SME sector of Pakistan. It means the knowledgeable consumers are 

more satisfied with Islamic financial services, increased knowledge can further enhance their 

satisfaction level. In this regard more, knowledgeable customers will be in position to assess and 
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compare these products/ services with the conventional (interest based) products/ services 

available in the market and their knowledge about the mechanism of these products/ service will 

enhance their satisfaction level. The similar pattern of findings has been observed in the 

relationship of product/service quality on the customer satisfaction in the context of the Islamic 

financial products. Enhanced product/service quality will lead to increased customer satisfaction.  

Comparison of the results of product knowledge and Product/service quality depicts that 

customer satisfaction of SME customers who are using Islamic financial products and services is 

more responsive to Product/service quality. One-unit change in product knowledge leads to 0.25 

units change in customer satisfaction, however, one-unit change is products/service quality will 

lead to 0.43 units change in the customer satisfaction. Hence based on these conclusions it is 

advised to work further on the product/service quality than the product knowledge. There is stiff 

competition in the market and in-service industry especially in banking industry of Pakistan among 

conventional (interest based) and Islamic banks. The product/service quality is the decisive factor 

in getting more share in the market. Hence based on these results it is advised that Islamic financial 

institutions/ banks should take measures to improve the product/service quality of the Islamic 

financial products/services. 

The conclusions drawn from this research are coherent with other studies in the field of 

marketing. Customer satisfaction is being considered as the main aim of all the business pursuits 

(Wang & Lo, 2002). Customer satisfaction is considered as the cheapest marketing tool. Satisfied 

customers create the positive word of mouth and satisfied customer also intends to repurchase the 

products as well (Pizam & Ellis, 999). Literature have great support for the service quality as the 

determinant of customer satisfaction (Cronin & Taylor, 1992). According to Hutchinson, Lai and 

Wang, (2009) customer satisfaction depends on the expected value or quality of the products or 

services received by the consumers. This view is further supported by Kim (2010) that the good 

service quality enhances the customer satisfaction. Positive influence for quality of service has 

been witnessed on customer satisfaction as customer satisfaction further enhance the post purchase 

intension of the customers (Gerpott, Rams & Schindler (2001); Kim, Park & Jeong (2004); Lin & 

Wang (2006). Results of the current research endorses the notions that the service quality of the 

Islamic financial products/services will enhance the satisfaction level of the customers. 

The second important variable is the product knowledge. It has been recognized in 

literature that increased knowledge has positive influence on the customer’s perception about the 
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certain products and services. Hennig-Thurau, Malthouse, Freige, Gensler, Lobschat, 

Rangaswamay and Skiera (2010) are of the view that when consumer applies their product usage 

related knowledge, it enhances their capability for assessment of product. This eventually 

contributes to the customer`s satisfaction level.  

A second dimension of the impact of product knowledge on the customer satisfaction has 

been studied by Alba and Hutchinson (1987). They are of the view that clients who have more 

experience or knowledge about the product or service, can be in better position to use these 

products and services due to this experience. De Ruyter and Bloemer (1997) are of the view that 

the consumers with the higher knowledge have the stable expectation of the products and services 

which in the end increases the customer satisfaction. The findings of the current study are 

consistent with existing literature and it established that product/ service quality, product 

knowledge of Islamic financial services contribute towards customer satisfaction. 

5.1.3 Third aim: To examine the relationship of perceived value Islamic financial services’ 

and the satisfaction of customers. 

Hypothesis3, postulates the perceived value’s impact on the customer satisfaction in the 

context of Islamic financial services in SME sector of Pakistan. Perceived value has positive 

impact on the customer satisfaction. High and positive perceived value translates the customer’s 

intent in the utilizations of the products and services. When these products correspond to the 

customer’s perception their satisfaction level increases. Regression results confirm that due to one-

unit change in the perceived value the customer satisfaction level increased by 0.44 units. The 

satisfied customers in addition to having an importance for businesses; they also impact the 

repurchase intention and word-of-mouth communication. Customer satisfaction is also identified 

as the non-expensive marketing tool for any product and service (Pizam & Ellis 1999). 

The results of the current study confirm that perceived value has an impact on the customer 

satisfaction. The previous studies in the literature of marketing and consumer behavior have the 

similar findings to the current study. Parasuraman, Zeithaml and Berry (1988); Takala, Bhufhai 

and Phusavat (2006) are of the view that customer’s perception of the products and services has 

the direct or indirect impact on their satisfaction level. However, this relationship of customer 

perception and satisfaction may differ from consumer to consumer and industry to industry (Al-

Hawari & Ward, 2006). Customer satisfaction varies from customer to customer based on the 

overall perceived value or utility derived by the consumer from the utilization of the product or 
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service. Customer’s experience also contributes to the perceived value of the product/ service 

(Holbrook, 2006). 

 

5.1.4 Fourth aim: To identify the mediating role of perceived value in the relationship 

between product knowledge, products/services quality and customer satisfaction. 

(Hypotheses H4a, H4b)  

Hypotheses (H4a, H4b) claim that the relationships of product knowledge and 

product/service quality with customer satisfaction are mediated by the perceived value. Mediation 

role of perceived value received very little attention of researchers especially there is scanty work 

in the framework of Sharīʿah compliant financial products and services in SME sector of Pakistan. 

The results of the hypothesis support that the relationship between product knowledge and 

customer satisfaction is mediated by the presence of perceived value. Consumer’s knowledge 

about the products/services impact the perceived value and perceived value in return affects 

customer satisfaction. Results of the study expose that 27% variation in the dependent variable 

(customer satisfaction) and Independent variable (product knowledge) is explained by the 

mediating variable (perceived value). Similarly, the relationship between the product service 

quality and customer satisfaction is also being mediated by the perceived value. Product service 

quality affects the perceived value and in return perceived value impact the customer satisfaction. 

Results of the study reflect that change in customer satisfaction is being mediated by perceived 

value in the relationship of product service quality and customer satisfaction. The product 

knowledge, product/service quality and customer satisfaction have indirect relationship as well 

through perceived value.  Approximately 19% change is explained in customer satisfaction 

through the mediating variable (perceived value) rest 81% change in customer satisfaction is due 

to direct effect of product knowledge and product service quality on customer satisfaction. By 

comparing the mediating results of the product knowledge and customer satisfaction it is evident 

there is strong mediation effect in case product knowledge as compared to product/ service quality. 

It means consumers of Islamic financial products and services make the perceptions about these 

products/services based on their knowledge. Hence it is recommended to take measures which can 

increase the product knowledge of customers. This will lead to increased perception level and 

enhanced customer satisfaction. 
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Role of perceived value in the enhancement of service quality has been evidenced in the 

previous literature.  It can be dated back to cue utilization theory of Olson (1972) that customers 

decide about the selection of products based on their assessment. Customers make the assessment 

of the products and services on the basis of their attributes like, price, quality, knowledge/ 

awareness about the product, religious and ethical guidelines (Martenson, 1985; Boyd & Banzhaf, 

2007); Boyd, Leonard & white,1994); Devlin, 2002). In the context of the current study product 

knowledge and product/service quality have been considered as the factors which influence 

consumer behavior while selecting the Islamic financial products/services. The findings of the 

current study have the support from previous literature. For example, Schiffman, Hansen and 

Kanuk (2008) are of the view that consumer decisions are influenced by their religious awareness, 

hence Islam guides its followers to consume certain products and prohibits some of them. Smith 

and Wheeler (2002) argued that the awareness has the direct relationship with the consumer trust 

in the certain products or brands, hence based on this it might be transpired that the greater 

awareness about the Interest free financial products/services will increase the trust of consumers 

in these products which will lead to enhanced products/services perceived value. Muslim 

consumers perceive the products as of high quality which have the Halal Logo on them (Hassan, 

Dann, Annuar & De Run, 2009; Shaari & Ariffin 2010). In the same zeal the present study confirms 

that the Sharīʿah compliant products have higher perceived value in the minds of Muslim 

consumers which lead to customer satisfaction or one can say Muslim consumers are more 

satisfied when they use Sharīʿah compliant ,interest free financial products and services to meet 

their financial needs as compared to Interest based conventional products/services.  

 

5.1.5 Fifth aim: To examine the moderating role of religious faith on various relationships of 

product knowledge, quality of products/services’, their perceived value and customer 

satisfaction.  

(Hypotheses, H5a, H5b, H6, H7a, H7b) 

Moderating role of religiosity on the various relationships has been tested through the 

following hypotheses i.e. H5a, H5b, H6, H7a, H7b. The statistical findings confirm the moderating 

role of religiosity on these relationships. Previous studies have taken into account the impact of 

religiosity as independent variable, however, the moderating role of religiosity in the context of 

Islamic financial services has not been studied in depth. Religiosity has the positive impact on all 
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these relationships between product knowledge and perceived value, product quality and perceived 

value, Product knowledge, product service quality and customer satisfaction, perceived value and 

customer satisfaction. Results of the study suggest that the higher religiosity level moderates these 

relationships. Based on these results this can be submitted that strategies and campaigns can be 

initiated which helps in the increase of the religiosity level of individuals. The results of religiosity 

as moderator confirms that due to interaction of religiosity with the relationship of product 

knowledge and perceived value leads to change the perceived value positively. On average 47% 

increase in the perceived value has been witnessed in the presence of the religiosity as moderator. 

Hence it might be concluded that the religiosity level of the SME consumers of Islamic financial 

products and services plays vital role in the establishment of their perceptions. Similarly, the 

interaction of religiosity with the relationship of products/service quality and perceived value has 

shown alike results.   

On average there is 30% rise in the perceived value of the Islamic financial 

products/services due to one-unit change in the product service quality in the presence of 

religiosity as moderator. Based on these findings it is prudent to work on the religiosity level of 

consumers as it will increase the perception level which in return will lead to enhanced satisfaction 

level of the customers. 

Religiosity level of the consumers has also been tested on the relationship of product 

knowledge and product service quality with the customer satisfaction. The interaction of religiosity 

played a positive role on all these relationships with varying degrees with each variable. In case of 

product knowledge, it depicts on an average 24% increase in customer satisfaction in the presence 

of religiosity. Product/service quality reflected on an average 19% change in customer satisfaction 

in the presence of religiosity as moderator. 

Perceived value positively impacts the customer satisfaction in the context of the current 

study. Perceived value of Islamic financial products and services has enhanced satisfaction level 

in the presence of the religiosity as a moderator on this relationship. Results of the study reflected 

that on average there is 52% increase in customer satisfaction due to the interaction of religiosity. 

Role of religiosity has been witnessed in the previous studies in different dimensions. 

Cosgel and Minkler (2004) and Mokhlis (2006) are of the view that a highly religiously committed 

people will adhere to the consumption norms prescribed by their religion. In the same zeal Wan 

Ahmed et al established in their study that the religiously devoted Muslims have preference for 
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the Islamic banking as compared to interest based conventional baking products and services. The 

results of the current study correspond to these findings as well. The increased level of religiosity 

contributed to higher level of customer satisfaction in the case of Islamic financial 

products/services in the context of SME sector of Pakistan.   

Fishbein and Ajzen (1975), in their theory (Theory of reasoned action, contends that 

behavioral intentions of the consumers affects their choice decisions and this theory also argues 

that the religion of the individual forms the attitude or behaviour of the society. Behaviors of the 

society are formed on the basis of individual’s intentions to perform or refrain from something. In 

the country like Pakistan where majority of the population is Muslim, their religion has influence 

on their social and cultural norms. People have religious obligations and social pressure to follow 

the religion in every walk of their life. Their religious following and behaviour formed on the basis 

of these factors may influence them to select the Islamic financial products and services to meet 

their financial needs. Role of religion as behavior has also been acknowledged by other 

researchers, like Cateora and Graham (1999) are of the view that religion of the person plays a 

vital role in shaping the individual behavior or intentions to do or refrain from some act and 

ultimately the marketing decisions of the individuals. Arnould et al (2004) argued that the religion 

plays a role in shaping the individual and as well as society’s attitude. Hence it may be argued that 

individuals are the basic unit of society and their attitude towards something will form the 

collective attitude of the society as well. In this particular case attitudes of individuals towards the 

selection of Islamic banking products will also be considered as the attitude of the society at large.  

These findings are not limited to the societies with the Muslim majorities. In the study conducted 

by the Gerrard and Cunningham (1997) about the Islamic banking in Singapore, they have 

established that the Muslims choose the Islamic banking due to the religiosity factor. Keeping in 

view the Muslims population in Singapore, which is not in majority, there might not be the social 

pressure on the people to opt for Islamic banking products but their religion. it might be transpired 

that the religiosity of the individual might be considered as the factor in the bank selection. 

 Theory of reasoned action does not capture the behaviors which are not consciously considered 

however the theory of planned behavior explains the performance of certain human behavior due 

to his intension. So, the religion of the person guides the individual to take the cautious decisions 

in respect of the financial products and services selection. 
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Shah, Alam, Mohd and Hisham (2011) established in their study that religion of the Muslim 

consumers plays the moderating role in their consumption behavior. Hence religion has impact on 

the everyday life of individuals (Alam, Jano, Wel & Aniza, 2012; Arham, 2010). On the basis of 

the above discussion this is transpired that customer’s perception of the value of goods and services 

and their satisfaction is influenced by the religiosity level of consumers. The conclusions drawn 

from this research are coherent with the previous studies and it suggests working on the factors 

which may contribute to the enhancement of religiosity level which in return leads to increased 

satisfaction level of customers. 

5.2 Role of Media in Islamic Banking Awareness 

How differently the consumers of financial services behave than normal day to day 

consumable utilities. This attitude of the people opens the door for the marketing activity to 

convince the people for the financial services. The media is considered as an integral part of sales 

and marketing. It has many aspects such as print, electronic, and social. Electronic media in 

particular rife with advertisements. Though media plays a vital role in sales promotion and growth, 

all types of media show low coverage of financial products/services. Michaelidou, Siamagka, and 

Christodoulides (2011) particularly state the significance of media to purchase decisions. They 

further argue that social media has witnessed the increase in its average use over the years, and 

positively affected purchase decisions. Hence, any advertisement related to products/services on 

social media may have good impact on the purchasing behaviour of the customers. In the context 

of financial services, Tetlock (2007) studied investor sentiments explained by media content of the 

Wall Street Journal, showing that, like customer goods, media also impacts the buying behaviours 

of financial products/services’ consumers. 

Impact of media on buying behaviour and purchase decisions has been acknowledged by 

the academicians and researchers in almost every field. With the advancement of internet 

technology almost every field of life has been impacted. Financial institutions also not exception 

and they have adopted the technology to better facilitate their customers and enhance their 

productivity. Now with the advent of mobile applications and social media platforms the marketing 

of the financial services has become the speedy and cost effective as compared to television and 

print media (kuchciak, 2013). 
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E-marketing concept is emerging with the advent of technology and internet. There is not 

much difference in conventional marketing and E-marketing as far as core concept is concerned 

however e-marketing seems robust and fast due to the use of internet and electronic medium. Use 

of media, specially the social media, for marketing purposes is the challenge on one hand and 

opportunity on the other for the financial services institutions. As far as challenges are concerned, 

in financial sector the data confidentiality is one of the key responsibilities of the financial 

institutions. Leakage of customer data may lead to the financial loss to the financial institution and 

customers. Financial institutions are also at the risk of reputation loss due to leakage of customer 

data which may lead them to financial penalties. Secondly use of social media for the purpose of 

marketing of financial services exposes the financial institutions to the risk of negative feedback 

by the dissatisfied and annoyed customers. Banks and financial institutions can address this issue 

only by the prompt resolution of the customer complaints and responding to customer queries. 

Electronic media, especially social media, offers the two-way and fast communication 

between the banks/ financial institutions and customers. This is the cost-effective marketing 

solution for the financial institutions which may help to reduce the marketing cost and enhance the 

profit for the organizations. Based on the customer’s feedback financial institutions might be in 

better position to upgrade their products and services. Various internet applications and web sites 

are also helpful in gathering the data of customer’s search interests regarding the financial products 

and services, which may help the banks to design the tailor-made products for the specific 

customers and segments. Banks can take proactive measures based on this data to avoid any service 

issues in future and build the customer relations with the potential customers. 

Islamic banking is the emerging phenomenon in the world and specially in Muslim 

majority regions. Islamic banking has its own challenges as far as marketing of Islamic financial 

products and services are concerned. They cannot exaggerate about products/services and their 

marketing activities also required to follow the Shariah guidelines in this context. It is very 

important to consider the cultural aspect while developing the marketing campaigns or messages 

generally and specially in case of Islamic banking due to legal and Shariah limitations regarding 

the marketing of products and services. While developing such messages and campaigns 

customer’s expectations and brand positioning from the shariah perspective must be kept in mind. 

Hassan, Chachi and Latiff (2008) also argued in this context that Islamic marketing should be 

based on the ethical grounds in the guidance of Shariah injunctions additionally it should also cater 
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the greater good of society instead of personal profit motives. Islamic banks/financial institutions 

ca seek guidance and help of the Shariah scholars to answer the various queries related to shariah 

compliant products and services. This will enhance the confidence of people. In doing so if a 

financial institution get traction to any tribe on the social media, this may help to increase its 

customer base. Social media can be the source of referrals of financial products and services to the 

potential customers. This fact of endorsement of financial products through social media has been 

witnessed by Alotaibi (2013) in Saudi banking industry as well. 

Islamic banking, in general and in Pakistan, is ignored in terms of advertisements and 

awareness. Here, media can help increase awareness among the masses. Lack of awareness about 

Islamic banking has been identified as a key issue by the researchers such as Muniurrun and 

Naidoo (2010). Riaz, Khan, and Khan (2017), while studying customer perspectives on Islamic 

banking in Pakistan, suggest that the awareness of Islamic banking can be increased through better 

marketing strategies, such as use various platforms available on social media. Arrangement of 

special workshops and seminars for the business community on the features of Islamic financial 

services may also help to increase the awareness of this phenomenon. 

5.3 Significance of the study 

Contribution of current research in the resolution of the issues in the selection of financial 

services/ products by the business community specifically in the SME sector of Pakistan is of vital 

importance. Additionally, this is helpful in identification of the various factors which may be 

required to increase the utilisation and perceived value of Islamic financial services/products in 

SME consumers of these services. It further helped to create the awareness regarding this 

phenomenon and to increase the satisfaction level of SME consumers of financial services in 

Pakistan. 

The causal relationship of variable of the study has been explained in Figure 1.1. This 

theoretical framework has significance in the explanation of causal relationship of variables and 

answering the central research question. It also helped to achieve the objectives of the research.  

The significance of this study within Pakistan’s SME context is as follows: 

• Theoretical knowledge: We present a framework to interpret and explain the quality of 

customer knowledge about Islamic financial services, as well as the moderating role of 

religious faith on perceived value and customer satisfaction. 
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• Research knowledge: We describe the systematic inquiries into policy and practice.  

• Practical knowledge: This study may be useful for product development teams of the 

financial sector. 

• Policy: We propose the development of financial products according to the needs and 

desires of customers.  

Another significance of this study in the field of inquiry is the generation of the knowledge 

for greater understanding, critical evaluation and practice. 

5.4 Implications of the Study 

Findings of current research have significant implications, which can be categorised into 

their theoretical and practical aspects. 

5.4.1 Theoretical implications  

Extant literature extensively focusses on product attributes, product knowledge, and 

product/service quality in different contexts, while we uniquely focussed on Islamic financial 

products/services. This is an under-researched topic in the context of customer behaviour as well 

as SMEs in Pakistan, where people due to their religious obligation seek adherence to religious 

guidelines. Reeves and Bednar (1996) argue that customers are willing to pay higher price to 

access the banking services—They found that, when financial products/services are Sharīʿah-

compliant, Muslim customers prefer them despite higher prices. Chang and Wang (2011) and 

Ulaga and Chacour (2001) show that the use of products/services is dependent on certain factors. 

This study further establishes that more knowledgeable customers have higher degree of perceived 

value of financial products/services.  

Prior research on the relationship of product knowledge, product/service quality, and 

customer satisfaction establishes that the quality of product/services and customer knowledge 

positively impact customer satisfaction. (Clemes, Gan, Kao, & Choong, 2008). Prajogo and Sohal 

(2001) contend that service quality is indispensable for the service industry and customer 

satisfaction. Our study adds to this literature by revealing that Sharīʿah-compliant 

products/services for Muslim customers will enhance their satisfaction degree. 

Earlier studies on customer behaviour establish that religion is a critical factor in decision-

making (Andeleeb, 1993; Delener, 1994). Cosgel and Minkler (2004) and Mokhlis (2006) are of 
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the view that individuals with high religious commitment will only adhere to the consumption 

norms prescribed by their religion. While previous studies are based on tangible products, we focus 

on financial products in the context of Muslim customers’ religiosity. We establish that Muslim 

customers do consider religious injunctions in their financial products selection. 

5.4.2 Practical implications 

Our findings suggest some practical implications as well. These include: 

1. There is a need to enhance the product knowledge of Islamic financial products/service 

generally and for the business community of Pakistan especially.  

2. There is need to design Islamic financial products that are clearly differentiated from 

conventional financial products/services.  

3. There is need to implement measures that allow individuals to easily learn about Sharīʿah 

guidelines on financial transactions. 

4. Islamic financial products/services should be reasonably priced and accessible to increase 

their use and share of Sharīʿah compliant solutions in the banking industry. 

These findings show that knowledge of Islamic financial products/service positively affects 

perceived value and customer satisfaction. Bandura (1991) notes that human behaviour needs 

guidance. When such appropriate guidance is not available, people generally avoid related 

situations. The effect of knowledge in the decision-making process is also evident in this study. 

Hence, we suggest practical steps to enhance the knowledge of the existing and potential customers 

of Islamic financial institutions in order to increase the use of and customer satisfaction from 

Islamic financial products/services.  

Our findings confirm the positive impact of product/service quality on perceived value and 

customer satisfaction. This effect was previously acknowledged in the literature. Chaniotakis and 

Lymperopoulos (2009) believe that competing institutions in the industry provide similar services, 

but they are largely differentiated by the quality of their services. In our context, the focus of 

product development teams and other related departments should be to improve the quality of 

Islamic financial services so that these products might have a competitive edge over conventional 

(interest-based) financial products/services available in the market. 

Further, the degree of religiosity has a positive interaction with various relationships of 

product knowledge and product/service quality in the context of Islamic financial services in the 

market. Mokhlis (2009) shows that everyday decisions are usually based on norms and values. 
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Schiff Man, Hansen, and Kanuk (2008) also believe that the purchase decisions of different 

religious groups are influenced by their beliefs and knowledge of their religion. We thus add to 

this literature—Appropriate measures must be taken at organisational and individual level so 

individuals may learn Sharīʿah guidelines on all aspects of the personal and social life. This may 

also help and guide individuals regarding Islamic financial products/services selection to meet 

their individual and organisational needs. 

Thus, perceived value positively affects the customer satisfaction from Islamic financial 

services in the market. Zeithaml (1988) defined perceived value as  complete assessment of the 

value of a product (or service) founded on the observations and experiences of what is gained and 

what is given. Peterson and Yang (2004) also support the notion that selection of products/services 

is based on overall evaluation. We further add that Islamic financial products/services must be 

reasonably priced so that people can avail of these services to meet their financial needs. 

5.5 Limitations of the study 

Conclusions drawn from this research provide useful insights about the various constructs 

related to Islamic financial services in the context of the SME sector of Pakistan. Despite all the 

efforts employed to study the phenomenon in depth, there are certain limitations due to human, 

financial, time, system, and other constraints. These limitations must be noted prior to interpreting 

and or commenting on this study.  

The foremost limitation is the bias in the answers of the respondents, since the data are 

collected through a self-report scale from the SME customers of Islamic financial 

products/services. Podsakoff and Organ (1986) contend that, when data are collected from only 

one source, the results drawn from them may be biased.  

The cross-sectional data technique was adopted too. The advantage of this technique is that 

all data are collected in one point in time. However, the results may be lacking a high degree of 

confidence as a result. Although this technique is widely used in the field of social sciences (Ghadi, 

2012), it lacks interpreting power due to the causal effect of various variables on each other. 

Longitudinal research design can be used for the future research to overcome this limitation, so 

the data are collected over the span of two different points of time. Data collected for the present 

study reflected that customers were using the Islamic financial products/services from six months 
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to more than six years. This may reflect a change in the attitude and customer satisfaction levels 

over time.  

The instrument was developed with a positive direction of responses. Bakker Van Den 

Berg, Düzenli, and Radstaake (2009) argue that same-direction responses may lead to biased 

answers due to the positive behavioural association with these questions. In future research, the 

instrument may be developed with a combination of positive and negative items for unbiased 

responses.  

The collected data represent the respondents from the major cities (Islamabad, Rawalpindi, 

Gujranwala, Lahore, and Faisalabad) of Pakistan. It only represents 511 respondents due to 

financial and time constraints, and hence future research should include more respondents to obtain 

stronger results.  

Although, demographic data were also collected, the analysis of this data was not an aim 

of the study. Demographic data could only be analysed by conversion into dummy variables due 

to a shortage of time for obtaining more in-depth analysis of the phenomenon.  

While the study makes significant contribution to the extant literature, future research could 

address its limitations. 

Finally, only data from clients of Islamic banking were collected, since the objective of the 

research was to check the moderating role of religiosity on relationships of quality of Islamic 

financial services, customer knowledge, perceived value, and customer satisfaction. However, 

conventional banking customers may have low use of Islamic banking products. A comparison of 

both groups would have been possible, though, due to shortage of time, data for only the former 

were. 

5.6 Future Research 

To achieve our objectives, a quantitative research method was used. A self-administered 

scale collected data on each variable which was further statistically analysed by using SPSS. The 

main aim was to measure the moderating role of religiosity on the relationship of various variables. 

While this was achieved, future research should opt for a qualitative paradigm or mixed 

methodology. 

The methodical perspective is an important component of any research. We used a cross-

sectional data technique for data collection. In future, longitudinal data collection could be used to 
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collect data on the same variables. This approach will offer deeper insights on the phenomenon 

and reveal changes in the various relationships of the quality of products/services, customer 

knowledge, perceived value, and customer satisfaction. 

  The sample size of the present study comprised 511 respondents from the five major cities 

of Pakistan. This number can be increased to obtain more absolute findings on the phenomenon 

under research. Major industrial cities like Karachi were not included due to time and financial 

limitations, which can be addressed in future research. 

Islamic banking is also practiced in other Muslim countries, such as Malaysia and Iran. It 

is also established in European countries like the UK. More international data could elaborate the 

role of religiosity and allow cross-cultural comparisons. This will increase the generalisability of 

the study.  

Our focus was only limited to the product knowledge and product service quality of Islamic 

financial services; however, there are many other attributes such as price and availability that could 

be tested for their impact on customer satisfaction, along with moderating role of religiosity. These 

factors should be tested to examine all relationships of underlying factors in the acceptance and 

perceived value of Islamic financial products/services in the market.  

Further, we only focussed on customers of Islamic financial services, while in future, 

comparisons of both conventional and Islamic banking customers is necessary to be checked with 

the moderating role of religiosity. 

5.7 Recommendations 

Based on this research, we present the following recommendations to increase customer 

confidence in Islamic financial products/services and increase the share of Islamic banking 

products in the industry.  

1. There is a need to enhance product knowledge of the Islamic financial products/service 

generally and for the business community especially.  

2. There is need to design Islamic financial products that are clearly differentiated from 

conventional financial products/services.  

3. There is need to take measures which can allow individuals to easily learn about Sharīʿah 

guidelines on financial transactions.  
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4. The Islamic financial products/services should be reasonably priced and accessible to 

increase their use and thus the share of Islamic banking. 

5.8 Conclusion 

The current study intended to investigate the moderation effect of religiosity on various 

relationships of quality of product/services, product knowledge, perceived value, and customer 

satisfaction in the SME sector of Pakistan. Product knowledge and product service quality were 

considered as independent variables. 

The current study provides insights on the role of religiosity on the product selection and 

customer satisfaction for Islamic financial services within the SME sector of Pakistan. The sample 

of data comprised 511 respondents of Islamic financial service users from SME sector. The 

statistical findings of regression analysis and bootstrapping showed that product knowledge and 

product service quality have a positive effect on perceived value and customer satisfaction. The 

perceived value of Islamic financial products/services showed a positive effect on the customer 

satisfaction as well. With the increase in product knowledge, the perceived value also increased. 

Similarly, product service quality has a positive effect on the perceived value of Islamic financial 

services, while perceived value has a positive effect on customer satisfaction. The regression 

results of product knowledge and product service quality showed a positive effect on customer 

satisfaction. Thus, enhanced product features will lead to a positive change in customer 

satisfaction.  

The study makes significant contributions regarding the knowledge of religiosity and 

perceived value effect on customer satisfaction in the SME sector of Pakistan. The findings of the 

indirect hypothesis confirm that perceived value transmits positive change in customer 

satisfaction. Further, the interaction of religiosity with various relationships also posits that, with 

the increase in the religiosity level of customers, the perceived value of Islamic financial 

products/services and the customer satisfaction also increase.  

The current study is the foremost of its kind to collectively tested various relationships 

between product knowledge, product quality, perceived value, and customer satisfaction for the 

use of Islamic financial products/services in the SME sector of Pakistan. 

These findings suggest that the policymakers of Islamic financial services must focus on 

the product quality of Islamic financial service because of its effect on the perceived value of 
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Islamic financial services and ultimately the customer satisfaction. Product features of Islamic 

financial products/services should be made attractive and rival conventional products/services. 

The State Bank of Pakistan should take appropriate measures to increase product 

knowledge so that individuals can opt for Islamic financial services to meet their financial needs. 

It must incorporate basic content on Islamic financial services and banking at the school level, 

which may enable students to clearly differentiate between the two available financial solutions in 

the market. The State Bank of Pakistan should take appropriate measures for the implementation 

of mandatory basic Islamic banking certification for all banking professionals to enable 

professionals to differentiate between the two sets of available solutions and guide their customers 

accordingly. 
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Appendix 1: Descriptive Statistics 

 

Descriptive Statistics 

  N Mean 
Std. 

Deviation 
Skewness Kurtosis 

PK_1 511 3.78 1.12 -0.82 0.01 

PK_2 511 3.85 1.10 -0.84 -0.03 

PK_3 511 3.88 1.07 -0.90 0.25 

PK_4 511 3.87 1.13 -0.70 -0.52 

PK_5 511 3.89 1.08 -0.82 -0.05 

PK_6 511 3.97 1.04 -0.85 0.02 

PK_7 511 4.02 1.08 -0.94 0.11 

PK_8 511 4.15 0.97 -1.03 0.42 

PSQ_1 511 3.11 1.05 -0.11 -0.58 

PSQ_2 511 3.71 0.95 -0.01 -0.85 

PSQ_3 511 4.18 0.96 -1.14 0.78 

PSQ_4 511 3.63 1.10 -0.58 -0.36 

PSQ_5 511 3.62 1.05 -0.66 -0.07 

PSQ_6 511 3.73 1.00 -0.74 0.15 

PSQ_7 511 3.77 1.04 -0.77 0.17 

PSQ_8 511 3.95 0.96 -0.83 0.30 

PSQ_9 511 2.77 0.96 -0.34 -0.76 

PSQ_10 511 3.45 0.99 0.63 -0.72 

PSQ_11 511 3.94 0.96 -0.85 0.42 

RAC_1 511 3.43 1.08 -0.33 -0.46 

RAC_2 511 3.39 1.04 -0.32 -0.28 

RAC_3 511 3.49 0.96 -0.33 -0.06 

RAC_4 511 3.48 1.00 -0.39 -0.11 

RAC_5 511 3.54 1.02 -0.42 -0.28 

RAC_6 511 3.49 1.03 -0.30 -0.40 

RAC_7 511 3.47 1.03 -0.31 -0.46 
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RAC_8 511 3.50 1.02 -0.33 -0.35 

RAC_9 511 3.51 1.03 -0.24 -0.51 

RAC_10 511 3.62 1.02 -0.35 -0.44 

PV_1 511 3.19 1.18 -0.23 -0.64 

PV_2 511 2.80 1.02 0.33 -0.46 

PV_3 511 2.81 1.05 0.14 -0.74 

PV_4 511 2.93 0.99 -0.21 -0.57 

PV_5 511 2.73 0.92 -0.08 -0.49 

PV_6 511 2.59 0.88 0.29 -0.47 

PV_7 511 2.60 0.95 0.16 -0.62 

PV_8 511 2.77 0.95 0.15 -0.32 

PV_9 511 3.13 1.02 -0.04 -0.28 

CS_1 511 3.93 1.06 -1.23 0.81 

CS_2 511 3.84 1.16 -0.88 -0.41 

CS_3 511 4.43 0.74 -0.39 0.97 

CS_4 511 3.04 0.94 -0.71 -0.10 

CS_5 511 2.87 1.06 -0.38 -0.77 

CS_6 511 3.62 0.93 -0.31 0.51 

CS_7 511 2.96 0.92 0.22 -0.13 

CS_8 511 2.98 0.93 -0.59 -0.03 

CS_9 511 2.73 0.88 0.03 0.08 

CS_10 511 2.75 1.02 -0.45 -0.72 

 

  



 

142 

 

Appendix 2: Test of Normality 

The test for assumptions for the testing direct, indirect and interaction hypothesis 

Test of Normality  

  
Kolmogorov-Smirnova Shapiro-Wilk 

Statistic  Sig. Statistic  Sig. 

Product Knowledge 0.122  0.000 0.924  0.000 

Product Service Quality 0.091  0.000 0.964  0.000 

Religiosity 0.050  0.003 0.983  0.000 

Perceived Value 0.133  0.000 0.964  0.000 

Customer Satisfaction 0.092  0.000 0.964  0.000 

a. Lilliefors Significance Correction 

 

Appendix 3: Heteroscedasticity Test 

 

The values of TOL and VIF for relationships between product knowledge, Product service 

quality and perceived value with customer satisfaction.  

 

 Collinearity Statistics 

Tolerance VIF 

  Product Knowledge .381 2.621 

Product Service Quality .337 2.970 

Perceived Value .750 1.334 

 Dependent Variable: Customer Satisfaction 
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Appendix 4: Normality graphs, Histograms, Scatter Plots 
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Appendix 5: Overall estimates of the mediation analysis (Model 4). The indirect effect of 

perceived value between product knowledge and customer satisfaction. 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .3877      .1503      .2119    90.0532     1.0000   509.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     1.9750      .0932    21.1882      .0000     1.7919     2.1582 

PK            .2198      .0232     9.4896      .0000      .1743      .2653 

************************************************************************** 

Outcome: CS 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .5142      .2644      .1953    91.3015     2.0000   508.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     1.7075      .1228    13.9099      .0000     1.4663     1.9487 

PV            .3118      .0425     7.3272      .0000      .2282      .3954 

PK            .1839      .0241     7.6250      .0000      .1365      .2313 

 

************************** TOTAL EFFECT MODEL **************************** 

Outcome: CS 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .4321      .1867      .2155   116.8222     1.0000   509.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     2.3233      .0940    24.7161      .0000     2.1386     2.5079 

PK            .2525      .0234    10.8084      .0000      .2066      .2984 

 

***************** TOTAL, DIRECT, AND INDIRECT EFFECTS ******************** 
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Total effect of X on Y 

     Effect         SE          t          p       LLCI       ULCI 

      .2525      .0234    10.8084      .0000      .2066      .2984 

 

Direct effect of X on Y 

     Effect         SE          t          p       LLCI       ULCI 

      .1839      .0241     7.6250      .0000      .1365      .2313 

 

Indirect effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .0685      .0150      .0423      .1017 

 

Partially standardized indirect effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1333      .0288      .0833      .1961 

 

Completely standardized indirect effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1173      .0242      .0750      .1698 

 

Ratio of indirect to total effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .2714      .0659      .1638      .4185 

 

Ratio of indirect to direct effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .3726      .1370      .1960      .7196 

 

R-squared mediation effect size (R-sq_med) 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1025      .0183      .0698      .1412 

 

Preacher and Kelley (2011) Kappa-squared 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1199      .0231      .0781      .1681 

Normal theory tests for indirect effect 

     Effect         se          Z          p 

      .0685      .0119     5.7795      .0000 
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Appendix 6: Overall estimates of the mediation analysis (Model 4). The indirect effect of 

perceived value between product service quality and customer satisfaction. 

 

Outcome: PV 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .5000      .2500      .1870   169.6866     1.0000   509.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     1.6197      .0955    16.9650      .0000     1.4322     1.8073 

PSQ           .3380      .0260    13.0264      .0000      .2871      .3890 

 

************************************************************************** 

Outcome: CS 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .6306      .3977      .1599   167.7213     2.0000   508.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     1.5080      .1104    13.6533      .0000     1.2910     1.7249 

PV            .1600      .0410     3.9049      .0001      .0795      .2405 

PSQ           .3752      .0277    13.5438      .0000      .3208      .4297 

 

************************** TOTAL EFFECT MODEL **************************** 

Outcome: CS 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .6161      .3796      .1644   311.4748     1.0000   509.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     1.7672      .0895    19.7446      .0000     1.5913     1.9430 

PSQ           .4293      .0243    17.6486      .0000      .3815      .4771 
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***************** TOTAL, DIRECT, AND INDIRECT EFFECTS ******************** 

 

Total effect of X on Y 

     Effect         SE          t          p       LLCI       ULCI 

      .4293      .0243    17.6486      .0000      .3815      .4771 

 

Direct effect of X on Y 

     Effect         SE          t          p       LLCI       ULCI 

      .3752      .0277    13.5438      .0000      .3208      .4297 

 

Indirect effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .0541      .0184      .0204      .0917 

 

Partially standardized indirect effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1052      .0355      .0388      .1779 

 

Completely standardized indirect effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .0776      .0259      .0288      .1291 

Ratio of indirect to total effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1260      .0436      .0459      .2177 

Ratio of indirect to direct effect of X on Y 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1442      .0586      .0481      .2783 

R-squared mediation effect size (R-sq_med) 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .1621      .0285      .1080      .2207 

Preacher and Kelley (2011) Kappa-squared 

       Effect    Boot SE   BootLLCI   BootULCI 

PV      .0876      .0272      .0335      .1399 

 

Normal theory tests for indirect effect 

     Effect         se          Z          p 

      .0541      .0145     3.7304      .0002 
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Appendix 7: Overall estimates of the moderation analysis (Model 1). The moderating effect 

of religiosity on the relationship between product knowledge and perceived value. 

 

Outcome: PV 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .4939      .2440      .1893    53.0322     3.0000   507.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     2.8246      .0199   142.2860      .0000     2.7856     2.8636 

RAC           .1848      .0298     6.2000      .0000      .1262      .2434 

PK            .2073      .0241     8.6140      .0000      .1600      .2546 

int_1         .0812      .0333     2.4364      .0152      .0157      .1467 

 

Interactions: 

 

 int_1    PK          X     RAC 

************************************************************************* 

Conditional effect of X on Y at values of the moderator(s): 

        RAC     Effect         se          t          p       LLCI       ULCI 

     -.8202      .1407      .0363     3.8759      .0001      .0694      .2120 

      .0000      .2073      .0241     8.6140      .0000      .1600      .2546 

      .8202      .2739      .0365     7.4961      .0000      .2021      .3457 
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Appendix 8: Overall estimates of the moderation analysis (Model 1). The moderating effect 

of religiosity on the relationship between product service quality and perceived value. 

 

Outcome: PV 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .5242      .2748      .1816    72.9092     3.0000   507.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     2.8088      .0204   137.9214      .0000     2.7688     2.8488 

RAC           .0827      .0318     2.6036      .0095      .0203      .1451 

PSQ           .3086      .0344     8.9737      .0000      .2410      .3761 

int_1         .0877      .0376     2.3316      .0201      .0138      .1616 

 

Interactions: 

 

 int_1    PSQ         X     RAC 

 

************************************************************************* 

 

Conditional effect of X on Y at values of the moderator(s): 

        RAC     Effect         se          t          p       LLCI       ULCI 

     -.8202      .2366      .0461     5.1299      .0000      .1460      .3273 

      .0000      .3086      .0344     8.9737      .0000      .2410      .3761 

      .8202      .3805      .0463     8.2237      .0000      .2896      .4714 
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Appendix 9: Overall estimates of the moderation analysis (Model 1). The moderating effect 

of religiosity on the relationship between product knowledge and customer satisfaction. 

 

Outcome: CS 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .5641      .3183      .1813    80.6424     3.0000   507.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     3.3058      .0197   167.5184      .0000     3.2670     3.3445 

RAC           .2341      .0241     9.7031      .0000      .1867      .2816 

PK            .2199      .0258     8.5318      .0000      .1692      .2705 

int_1         .0534      .0293     1.8234      .0688     -.0041      .1108 

 

Interactions: 

 

 int_1    PK          X     RAC 

 

************************************************************************* 

 

Conditional effect of X on Y at values of the moderator(s): 

        RAC     Effect         se          t          p       LLCI       ULCI 

     -.8202      .1761      .0332     5.2997      .0000      .1108      .2414 

      .0000      .2199      .0258     8.5318      .0000      .1692      .2705 

      .8202      .2636      .0371     7.1070      .0000      .1908      .3365 
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Appendix 10: Overall estimate of the moderation analysis (Model 1). The moderating effect 

of religiosity on the relationship between product service quality and customer satisfaction. 

 

Outcome: CS 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .6359      .4043      .1584   102.5027     3.0000   507.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     3.2899      .0198   166.4151      .0000     3.2510     3.3287 

RAC           .0990      .0281     3.5193      .0005      .0437      .1542 

PSQ           .3865      .0357    10.8333      .0000      .3164      .4566 

int_1         .0740      .0308     2.3985      .0168      .0134      .1346 

 

Interactions: 

 int_1    PSQ         X     RAC 

************************************************************************* 

 

Conditional effect of X on Y at values of the moderator(s): 

        RAC     Effect         se          t          p       LLCI       ULCI 

     -.8202      .3258      .0463     7.0330      .0000      .2348      .4168 

      .0000      .3865      .0357    10.8333      .0000      .3164      .4566 

      .8202      .4471      .0410    10.9113      .0000      .3666      .5277 
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Appendix 11: Overall estimates of the moderation analysis (Model 1). The moderating 

effect of religiosity on the relationship between perceived value and customer satisfaction. 

 

Outcome: CS 

 

Model Summary 

          R       R-sq        MSE          F        df1        df2          p 

      .5464      .2986      .1866    67.9411     3.0000   507.0000      .0000 

 

Model 

              coeff         se          t          p       LLCI       ULCI 

constant     3.2900      .0200   164.6840      .0000     3.2508     3.3293 

RAC           .1873      .0284     6.5882      .0000      .1314      .2432 

PV            .3947      .0497     7.9412      .0000      .2970      .4923 

int_1         .1656      .0442     3.7501      .0002      .0788      .2523 

 

Interactions: 

 

 int_1    PV          X     RAC 

 

************************************************************************* 

 

Conditional effect of X on Y at values of the moderator(s): 

        RAC     Effect         se          t          p       LLCI       ULCI 

     -.8202      .2589      .0526     4.9223      .0000      .1555      .3622 

      .0000      .3947      .0497     7.9412      .0000      .2970      .4923 

      .8202      .5305      .0693     7.6589      .0000      .3944      .6666 
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Appendix 12: Questionnaire  

    Bahria University 

    Islamabad Campus, Pakistan  

Department of Management Sciences,  

Bahria University, Shangrila Road,  

Sector E-8, Islamabad, Pakistan 

Tel: 051 – 9260002: Winter 2014 

Impact of Islamic Financial products quality, customer knowledge 

and Religiosity on the perceived value and customer Satisfaction in SME 

sector of Pakistan 

We would like your help in this study which deals with Islamic 

financial services’ Success in SME Sector of Pakistan. We have 

approached you because of your organizations’ business potential 

towards the utilization of Islamic financial services. 

We request you to fill out the attached questionnaire. 

 

 

This study aims to evaluate the Islamic financial services’ success 

in SME sector of Ideology based Islamic republic of Pakistan. The 

investigation of Islamic financial services’ success is critical issue 

and there is need to conduct evidence-based study in the context of 

Pakistani SME sector. 

This survey consists of a single, relatively simple questionnaire 

which is attached. We estimate it will take 10 - 15 minutes to 

complete in most circumstances.  

We realize that your time is a very scarce resource and would like 

to appreciate your cooperation for the completion of this study.  

We assure you that neither your name nor the name of your 

organization/business will be revealed in reporting the findings of 

this research. Your responses will remain strictly confidential and 

will not be used for anywhere other than this study. If you have any 

question or concerns regarding this matter, please call the 

undersigned.  

Thank you for your attention and cooperation.  

Yours Sincerely,  

 

Muhammad Ashraf   Prof. Dr.M. Ismail.Ramay 

Doctoral Candidate                                                                                                                             

If for any reason you feel that you are unable to answer the asked 

questions, please feel free to return the unanswered questionnaire.  

Thank you for your assistance.  

Islamabad Campus 

E-8 Sector, Islamabad  

UAN: 051-111-111-

028 

Ph. +92-51-9260002 

Lahore Campus  

47-C Johar Town, 

Lahore 

UAN: 051-111-111-

028 

Ph. +92-42-35401408-

15 

Karachi Campus  

13, National Stadium 

Road, Karachi   

UAN: 021-111-111-

028 

Ph. +92-51-99240002-

6 

 

Internet Home Page 

www.bahria.edu.pk 

0334 5344289 

Abdalian76@gmail.com 

051 – 9260002  

deanramay@gmail.com 

http://www.bahria.edu.pk/
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Questionnaire 

 

Please provide your answer by using the tick () mark.  

 

1.  Type of Business of your organization  
   Service                    Manufacturing 

   Trading 

2. Type of banking Facilities you use 
   Deposit Accounts                  Loan 

   Investment Accounts           Takaful 

3. Your Preference for banking services 

 Islamic banks  

 Conventional Banks 

4. Gender  
 Male                        Female  

5. How long you have been using 

banking services  

 Less than 1 Year     1-3 Years 

 4-6 Years                More than 6 years 

6. Your Educational Level  

 Intermediate            Graduation  

 Master                     MPhil/PhD 

  other (please specify) 

7. Do you think religious affiliation 

matters in type of bank selection? 

 Yes                         No 

 

8. Your current or potential religious 

affiliation.  

   Muslim                     Christianity 

   Hinduism                 Others   

 

  

FOR OFFICE USE ONLY 
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To what extent do you agree or disagree with the statements given below. Please answer each 

question by using the tick () mark between the range of 1 to 5. The given scale represents the 

following values:  

▪ Strongly Disagree (SD) 1  

▪ Disagree (D)   2  

▪ Neutral (N)   3  

▪ Agree (A)   4  

▪ Strongly Agree (SA)  5  

 

 

Sr # Product/service Knowledge 

1 I knew pretty much about Islamic financial products 1 2 3 4 5 

2 Among my circle of friends, I am one of the “experts” on Islamic 

financial products 

1 2 3 4 5 

3 I am familiar with the specific goals of the Islamic financial 

institutions in the market. 

1 2 3 4 5 

4 I had a lot of experiences with Islamic financial products 1 2 3 4 5 

5 I have frequently seen advertisements for the products or services of 

Islamic financial institutions 

1 2 3 4 5 

6 I can quickly recall the products or services of Islamic financial 

institutions 

1 2 3 4 5 

7 The Islamic banks is the one to come to my mind when I think of 

financial services 

1 2 3 4 5 

8 I can recognize Islamic banks among other financial institutions 1 2 3 4 5 

Sr # Product/Service Quality 

1 The staff members of Islamic banks are clean, neat, and 

appropriately dressed 

1 2 3 4 5 

2 The services of Islamic financial Institutions are dependable and 

consistent 

1 2 3 4 5 

3 Islamic financial Institutions Provides prompt and quick service 1 2 3 4 5 

4 Islamic financial Institutions give extra effort to handle customer’s 

special requests 

1 2 3 4 5 
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5 Islamic banks have employees who can answer my questions 

completely 

1 2 3 4 5 

6 Islamic banks have employees makes me feel comfortable and 

confident in my dealings with them 

1 2 3 4 5 

7 Islamic banks have personnel who seem well-trained, competent, and 

experienced 

1 2 3 4 5 

8 Islamic bank’s employees make me feel special 1 2 3 4 5 

9 Islamic bank anticipates my individual needs and wants 1 2 3 4 5 

10 Islamic banks have modern-looking information technology [IT] 

facilities 

1 2 3 4 5 

11 How would you rate the overall quality of service provided by the 

bank? 

1 2 3 4 5 

Sr # Religiosity   

1 I often read books and magazines about my faith 1 2 3 4 5 

2 I make financial contributions to my religious organization. 1 2 3 4 5 

3 I spend time trying to grow in understanding of my faith. 1 2 3 4 5 

4 Religion is especially important to me because it answers many 

questions about the meaning of life. 

1 2 3 4 5 

5 My religious beliefs lie behind my whole approach to life 1 2 3 4 5 

6 I enjoy spending time with others of my religious affiliation 1 2 3 4 5 

7 Religious beliefs influence all my dealings in life. 1 2 3 4 5 

8 It is important to me to spend periods of time in private religious 

thought and reflection. 

1 2 3 4 5 

9 I enjoy working in the activities of my religious affiliation. 1 2 3 4 5 

10 I keep well informed about my local religious group and have some 

influence in its decisions. 

1 2 3 4 5 

Sr # Perceived Value 

1 Islamic Financial products are reasonably priced 1 2 3 4 5 

2 Islamic Financial products are a good value for the money 1 2 3 4 5 

3 I think using Islamic Financial products is convenient 1 2 3 4 5 
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4 I can save money by using this Islamic Financial product. 1 2 3 4 5 

5 I can save time by using the website of Islamic bank 1 2 3 4 5 

6 Using Islamic Financial products enable me to accomplish my 

financial need more efficiently than using conventional banking. 

1 2 3 4 5 

7 The advantages of the Islamic Financial products will outweigh its 

disadvantages 

1 2 3 4 5 

8 Using Islamic Financial products instills confidence in me 1 2 3 4 5 

9 Whenever I am using Islamic Financial products, I am at ease 1 2 3 4 5 

Sr # Customer Satisfaction 

1 Islamic Financial products are one of the best products I could have 

bought 

1 2 3 4 5 

2 Islamic Financial products are exactly what I need 1 2 3 4 5 

3 I am satisfied with Islamic Financial products 1 2 3 4 5 

4 My choice to buy Islamic Financial products was a wise one 1 2 3 4 5 

5 Owning Islamic Financial products have been a good experience 1 2 3 4 5 

6 I got services at Islamic bank without trouble 1 2 3 4 5 

7 I got services at Islamic bank on short notice 1 2 3 4 5 

8 The office hours at Islamic bank are convenient to me 1 2 3 4 5 

9 I was not typically kept waiting for a bank officer 1 2 3 4 5 

10 It was easy to get access to the bank officer 1 2 3 4 5 
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