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ABSTRACT

This study is aimed at explaining factors influencing the intention amongst bank customers in
selecting Islamic home financing that is musharakah mutanagisah home financing. Drawing upon the
theory of planned behaviour (the TPB), this study proposes a model to examine the effects of three
explanatory factors namely attitude, subjective norm and perceived behavioural control on such
intention. This study tests the TPB in a context of musharakah mutanagisah home financing. The
model of the study is tested using survey data from 168 bank customers who are respondents of the
study. Our results suggest that attitude, subjective norm and perceived behavioural control are
significantly influencing the intention to select such facility. The relationship between attitude and
subjective norm are also statistically significant. The findings also demonstrate the applicability of the
TPB in the musharakah mutanagisah home financing context.

Keywords: Islamic banking, musharakah mutanagisah, home financing, survey, mortgage finance,
Malaysia

* THIS IS TO EXPLAIN THAT THIS WORK IS PART OF PhD STUDY OF THE FIRST AUTHOR.



THE AUTHORS

HANUDIN AMIN is a lecturer at the UNIVERSITI MALAYSIA
SABAH - Labuan International Campus. He teaches Islamic banking
practice, mutual fund management, Islamic accounting, banking
management, research method, issues in Islamic finance, international
banking and financial statement analysis, to name a few. His areas of interest
are Islamic banking, Islamic accounting and Islamic marketing. He has
published journal articles in Journal of Internet Banking and Commerce,
International Journal of Business and Society, Labuan Bulletin of
International Business and Finance and Management Research Review, to
mention some. He is currently working as a PhD candidate at the IITUM
INSTITUTE OF ISLAMIC BANKING AND FINANCE (1I/BF) in
Damansara, Kuala Lumpur, Malaysia. The topic of his PhD is on Islamic
home financing.

ABDUL RAHIM ABDUL RAHMAN is Professor at the Department
Accounting, Kulliyyah (Faculty) of Economics and Management Sciences,
International Islamic University Malaysia (IIUM). He obtained his Bachelor
degree in Finance and Accounting from University of East London UK;
Master in Accounting and Management Sciences; and PhD in Accounting
from University of Southampton UK. His PhD thesis title was “An
Interpretive Inquiry into Accounting Practices in Islamic Organisations in
Malaysia”. Dr. Abdul Rahim is actively involved in research and
consultancy. His current research interests include: accounting for Islamic
financial institutions; zakat accounting and governance; Islamic banking and
finance; Islamic microfinance; and, corporate governance. He has published
more than 20 papers in international and local academic journals; edited
books; and, professional magazines. He has published works in reputable
academic journals including Financial Accountability and Management
(Blackwell), Managerial Auditing Journal (Emerald), American Journal of
Islamic Social Sciences (IIIT), Islamic Economic Studies (IRTI IDB), and
Review of Islamic Economics (Islamic Foundation UK). Dr. Abdul Rahim
has also served as the founding director of the I[IUM Institute of Islamic
Banking and Finance; Head of the Department of Accounting; and Deputy
Dean of the Faculty of Economics and Management Sciences, [IUM.

DZULJASTRI ABDUL-RAZAK is Associate Professor at the
Department of Finance, Kulliyyah of Economics and Management Sciences,
International Islamic University Malaysia, Malaysia. He earns his PhD in
2011 from Universiti Sains Malaysia in Islamic Banking and Finance. He
teaches marketing, bank management, bank marketing, Islamic products and
services and Islamic financial planning. His areas of interest are Islamic
home financing, Islamic micro credit, equity financing, personal finance,
service quality in Islamic banking, magasid al-Shariah and financial crisis
from an Islamic perspective. He has published a number of articles in Review
of Islamic Economics, International Journal of Islamic and Middle Eastern
Finance and Management, Global Journal of Finance and Economics, JKAU
Islamic Economics, Journal of Islamic Marketing and American Journal of
Applied Sciences, to mention some.



I. INTRODUCTION

Prior scholars have reached consensus when defining musharakah mutanaqisah (Hasan 2011;
Mohamed-Naim 2011). Musharakah mutanaqgisah can be defined as a form of partnership where two
or more people combine either their capital or labour together to share the profits, enjoying similar
rights and liabilities (Mohamed-Naim 2011). This definition is in consonance with the definition
provided by Usmani (2002). Explained in more detail, according to this concept, a financier and his
client participate either in the joint ownership of a property or equipment or in a joint commercial
enterprise (Usmani, 2002). The application of the Shariah principle is apparent in housing. Several
works in Malaysia have investigated musharakah mutanaqisah principle in the context of Islamic
home financing (Mydin-Meera & Abdul-Razak 2005; Mydin-Meera & Abdul-Razak 2009; Shuib et
al. 2011a). These authors have defined musharakah mutanagisah as a contract which consists of three
Shariah contracts namely musharakah, ijarah and bay. The customer enters into a partnership under
the concept of joint ownership agreement with the bank to co-own the asset being financed. Later, the
bank leases out its share to the customer under the ijarah concept. Finally, the customer buys the bank
share until the asset fully owned by the customer (Mydin-Meera & Abdul-Razak 2009).

Mydin-Meera and Abdul-Razak (2005) claim musharakah mutanagisah home financing is a better
Islamic financing alternative for housing in Malaysia as compared to that of BBA. Shuib et al.
(2011b,c) also confirm the claim as the musharakah mutanagisah is more beneficial than that of BBA.
Despite the merits posed in the product, the acceptance of bank customers on musharakah
mutanaqisah 1is particularly unclear. To be specific, their intentions to choose musharakah
mutanaqisah home financing are not well-documented. Previous works on musharakah mutanagisah
home financing are centred on conceptual papers addressed the implementation issues of the product
such as ownership, default and computer system (Osmani & Abdullah 2010). Empirical works on
musharakah mutanagisah home financing are scanty. Through a literature survey, one study done by
Md-Taib et al. (2008) document the empirical evidence pertaining to the acceptability of the theory of
reasoned action (the TRA) to examine postgraduate students’ decision to accept musharakah
mutanaqisah home financing in the future. Findings of the study are that attitude and subjective norm
were instrumental in determining one’s willingness to use the product. Yet, the study context is
within university setting rather than bank customers at large. The study has chosen the TRA rather
than the theory of planned behaviour (the TPB).

With the birth of musharakah mutanagisah home financing, the need to investigate factors leading to
the selection of Islamic home financing is of prime importance. For the purpose, the TPB is chosen.
The TPB is found to be applicable in a Malaysia’s context (Ramayah et al., 2009; Luthfi and
Salehudin, 2010; Alam and Mohamed-Sayuti, 2011). The main purpose of the study is to examine the
effects of attitude, subjective norm and perceived behavioural control on the intention to select
Islamic home financing that is musharakah mutanaqisah home financing.

II. LITERATURE REVIEW

Empirical works on musharakah mutanaqisah home financing

Empirical works in the area of musharakah mutanagisah home financing are particularly scanty. In
this section, the authors of the current paper opt five empirical studies which relevant in the present
study (Amin 2008; Md-Taib et al. 2008; Abdul-Razak & Md-Taib 2011; Abdul-Hamid et al. 2011;
Hamid & Masood 2011). The following discussion highlights some of the key findings of these
studies:

An interesting work on choice criteria for Islamic home financing by Amin (2008) examines factors
influencing the decision amongst Malaysian bank customers on the selection of mortgage providers.



The study however only establishes antecedents whilst a dependent variable is clearly unexplored.
The study uses questionnaire survey to elicit responses from respondents pertaining to Islamic home
financing preference. The study finds that Shariah principle, lower monthly payment, transparency
practice, interest-free practice and 100 percent financing are the important factors determining why
individual opt for Islamic home financing. There are two works which have replicated this study
notably Abdul-Hamid et al. (2011) and Hamid and Masood (2011), however but they are varied in
terms of research objectives and geographies.

Explained in more detail, Abdul-Hamid et al.’s (2011) study is centred on the factors influencing the
Islamic home financing adoption. The authors report that there are significant discrepancies between
Malay and Chinese in their level of awareness on Islamic home financing products. Further, there are
significant relationship between different respondents’ age and education group against their level of
awareness. The study also discovers that individual and financial institution factors have strong
significant relationship on the adoption.

On the same note, Hamid and Masood (2011) examine selection criteria for Islamic home financing in
Pakistan. As noted earlier, the writing style is similar to that of Amin’s (2008) study. Importantly, the
study reports that Shariah principle, fast and efficient services, price, bank reputation and terms and
conditions of product flexibility are the five most essential factors considered by customers when
opting for Islamic mortgages. These results further open a new debate in this area in understanding in
depth of what selection criteria preferred by Pakistani when opting Islamic home financing. Although
these studies note the importance of examining Islamic mortgage empirically, no special reference is
made to that of musharakah mutanagisah home financing which may explain the research in this
discipline inconclusive.

On the other ground, two empirical works have examined the acceptability of bank clients on the
musharakah mutanaqisah home financing namely Md-Taib et al. (2008) and Abdul-Razak and Md-
Taib (2011). These studies however have examined different research objective. We further examine
that a study by Md-Taib et al. (2008) is embarked on testing the applicability of the TRA in a newly
context of diminishing partnership home financing. Interestingly, the study reports that attitude and
subjective norm are important to determine one’s willingness to use musharakah mutanaqisah home
financing. The study therefore proves that the TRA model is appropriate and valid in a newly context
of musharakah mutanaqgisah home financing.

In a similar vein, Abdul-Razak and Md-Taib (2011) examine musharakah mutanagisah home
financing from bank clients’ perception. The study reports that the customers of banks are dissatisfied
with the current status of BBA due to the high pricing, injustice and a burden to individuals. On the
other hand, it also discovers that musharakah mutanagisah home financing is more preferred as profit
and risk is shared between the customer and bank resulting in greater fairness, justice and equity.
Nevertheless no attention has devoted to examine the applicability of the TPB in their research
contexts.

III. RESEARCH METHOD
Sample and source of data

A survey is conducted in Malaysia in December 2011. The sampling unit is customers of Islamic
banks who use Islamic banking products but yet for Islamic home financing products. The data for the
study are collected using online questionnaire survey distributed through e-mail and social networking
site. The survey is conducted for two months. The population of interest is the existing Islamic bank
customers who familiar with Islamic banking facilities. The study manages to collect 191 filled
questionnaires. Of these, only 168 are usable. The sample size is based on the usable questionnaire
that is 168 questionnaires.



Table 1
Profiles of respondents

Attributes Demographic distribution
Frequency Percentile

Gender

Male 69 41.1

Female 99 58.9

Age

<20 15 8.9

20-30 95 56.5

31-40 35 20.8

41-50 23 13.7

Marital status

Single 85 50.6

Married 83 49.4

Construct measurement and questionnaire design

The data of the present study are expected to be collected using a set of questionnaire. A questionnaire
is a preformulated written set of questions to which respondents record their answers, normally within
rather closely defined alternative (Sekaran & Bougie 2010). Extensive literature searches are
conducted prior to questionnaire design. The questionnaire developed is sent for pilot study in an
attempt to minimize the differences in observed and true responses. The details of the constructs used
are as follows:

[DV] Intention select Islamic home financing product. The dependent variable in this study is
measured using five items adapted from previous studies (Ramayah et al. 2009; Lada et al. 2009; Md-
Taib et al. 2008).

[1V1] Attitude. Fishbein and Ajzen (1975) define attitude as the evaluative effect of positive or
negative feeling of individuals in performing a particular behaviour. In the questionnaire, this variable
is measured using five items adapted from Gopi and Ramayah (2007) and Ramayah et al. (2009).

[1V2] Subjective norm. According to Fishbein and Ajzen (1975) subjective norm refers to the
individual’s perception of the likelihood that the potential referent group or individuals approve or
disapprove of performing the given behaviour. Items to measure this construct are adapted from
Ramayah et al. (2010) Ramayah et al. (2009) and Zainuddin et al. (2004).

[1V3] Perceived behavioural control. According to Ajzen (1991), perceived behavioural control is
defined as the perceived ease or difficulty of performing the behaviour and it is assumed to reflect
past experience as well as anticipated impediments and obstacles. Items of this construct are adapted
from Alam and Mohamed-Sayuti (2011) and Bonne et al. (2007).

All in all, the respondents are asked to rate the research items based on 5-point scale: 1=strongly
disagree; 2=disagree; 3=neutral; 4=agree; 5=strongly agree.

Statistical methods

The data of the study are analyzed using SPSS for frequency of demographic items. To answer the
study’s objective the study uses AMOS for measurement model and structural equation model. Prior
studies have employed AMOS for structural equation model and proven structural equation model is
suitable to extend to survey-based research (Mohd-Suki 2011; Mohd-Suki & Ramayah 2010).



IV. RESULTS

Measurement model

Concerned with measurement model, confirmatory factor analysis (CFA) is assessed in order to
examine the validity of the items and underlying constructs in the measurement model. The test of the
measurement model demonstrates good fit between the data and the proposed measurement. RMSEA
and RMR are well within the range of acceptability recommended by MacCallum et al. (1996). The
accepted value for RMSEA is less than .08 whilst RMR is less than .05.

Table 2
Measurement model
Root Mean Root Mean Normed Fit Index  Goodness of Fit Comparative Fit
Square Error of Square Residual (NFI) Index (GFI) Index (CFI)
Approximation (RMR)
(RMSEA)
051 027 933 937 978
Table 3
Assessing the measurement model
Latent Variables Composite Reliability Average Variance Extracted
Attitude 916 786
Subjective norm 967 .846
Perceived behavioural control .962 .988
Intention to be a partner 929 .600

The study employs composite reliability (CR) and average variance explained (AVE) for convergent
validity. CR suggests a value of 0.6 for acceptability which indicates internal consistency of the
measurement model. As reported in Table 3, all items are greater than that of recommended value
which suggests a high internal reliability of the data exists. On the same note, AVE suggests a value
of 0.5 for the same reason which indicates what percentage of the variance of the construct is
explained by an individual item (Bagozzi & Yi 1988).

Structural equation model

Table 4
Structural equation model
Root Mean Root Mean Normed Fit Index  Goodness of Fit Comparative Fit
Square Error of Square Residual (NFI) Index (GFI) Index (CFI)
Approximation (RMR)
(RMSEA)
.044 027 943 .945 985

RMSEA for the study is .044. A rule of thumb is that RMSEA <.05 indicates close approximate fit,
values between .05 and .08 suggest reasonable error of approximation, and RMSEA >.10 suggests
poor fit (Browne & Cudeck 1993). The study’s RMSEA is considered good fit. On the same note,
RMR is .027, deemed acceptable (Schumacher & Lomax 2004). Usual acceptable level of fit for
RMR is .05 (Hu & Bentler 1999; Schumacher & Lomax 2004). A brief discussion is also provided for
NFI. As depicted in Table 4, NFI is found good fit with a value of .943. This result is somehow
supported by Bentler and Bonett (1980). In a similar vein, the inclusion of GFI is also important to
understand the model fit. According to Kline (2005), GFI = 1.0 indicates perfect model fit, GFI > .90
may indicate good fit, and values close to zero indicate very poor fit. In consonance with this rule of
thumb, the present finding reports GFI > .90, which explains that the study’s model is good fit. As for



CFL, a rule of thumb for the CFI and other incremental indexes is that values greater than roughly .90
may indicate reasonably good fit of the researcher’s model (Hu & Bentler 1999). The study’s CFI is
exceeding .90, which leads us to make a conclusion that the study’s has good fit for CFIL.

Table 5
Regression

Parameter Estimate S.E. C.R. P
SN 2> ATT .585 .104 5.640 Hok ok
ATT - INT 724 171 4.229 hok ok
SN 2> INT .500 134 3.731 Hok ok
PBC 2> INT .188 .091 2.076 .038

In terms of effect of subjective norm on attitude, the results report the significant relationship at 5
percent significance level. Evidently, attitude, subjective norm and perceived behavioural control are
instrumental in explaining the intention select Islamic home financing. Attitude is found to be the
most influential factor (CR=4.229, p-value=.000). This finding is consistent with prior studies
(Ramayah et al. 2009; Gopi & Ramayah 2007). Subjective norm is found to be the second factor
influencing a client’s intention to select Islamic home financing. Perceived behavioural control is
found to have significant direct effect on behavioural intention.

V. CONCLUSION

This study extends the TPB model to examine the effects of attitude, subjective norm and perceived
behavioural control on the intention to select Islamic home financing that is in a musharakah
mutanaqisah context. The main findings suggest that attitude is the first influential determinant,
followed by subjective norm and thirdly by perceived behavioural control. Significant interactions
between these three factors in the current work framework are discovered.
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