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ABSTRACT KEYWORDS
This study probes the focal factors influencing the intention of young SME Islamic Microfinance
leaders to adopt Islamic microfinance. The researchers merged the existing Young SME Leader

Theory of Planned Behavior
Malaysia
Indonesia

model together with new variables, such as the perception of financial
benefits and the perception of financial cost along with awareness,
religiosity, and knowledge behind TPB through attitude in order to
construct the aid to amplify the predictive efficacy and examine its effects
on young SME leaders’ willingness to adopt Islamic microfinance. The
research questionnaire was distributed using Google Forms to young SME
leaders in Malaysia and Indonesia with a total sample of 300 respondents.
Data obtained were then analyzed using partial least squares (PLS) by
employing SmartPLS. This study reveals that perceived behavioral control
and subjective norms have a positive significant impact on young SME
leaders’ intention to adopt Islamic microfinance. The findings underscore
the importance of these two elements toward the intention, awareness, and
religiosity toward the intention through attitude.

INTRODUCTION

The relationship between poverty, SMEs, and Islamic microfinance is as close as two coats of paint.
According to the Indonesia Bureau of Statistics (2023), there was approximately 9.57 percent of the
total population of this country living under the poverty line in September 2022, vaguely inclined to
3 percent of the population in March 2022. This means that the number of poverty is still rising
albeit slightly. In addition, the number of unemployed people in Indonesia remained high in 2020,
compared to the previous year with an increase of 37.49% (Indonesia Bureau of Statistics, 2017).
Hence, how can poverty be alleviated? In consonance with Khalid & Kalsom (2014), SMEs are one of
the pivotal options for reducing poverty, and it is a must to acquaint their financing methods and
willingness as they serve as the foundation for quickening economic growth. Asmy et al. (2020)
affirmed that Islamic microfinance methods are finer suited to gratifying the financial needs of SMEs.
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The burgeoning interest in Islamic financing among young SME leaders stems from the
alignment with evolving technological advancements, contemporary business paradigms, and the
imperative to enhance trade systems adhering to Islamic principles in Muslim-majority nations.
Technological progress has facilitated efficient access to Sharia-compliant financial instruments,
addressing the unique needs of modern businesses. In fact, younger generations tend to be more
tech-savvy and digitally fluent (OECD, 2021) as they possess aggrandized familiarity with nascent
technologies, web-based platforms, and strategies pertaining to digital marketing. Concurrently, the
shift in business structures towards innovation-driven models finds resonance in the ethical
foundations of Islamic finance. As demands escalate for trading systems compliant with Islamic law,
the synergy between youth entrepreneurship, technology, and Islamic financing emerges as a pivotal
phenomenon shaping the economic landscape. Thus, it is essential for Islamic financial institutions
to comprehend the behavioral patterns of young SME leaders with regard to adopting Islamic
microfinance since this understanding is crucial for attracting and retaining them as consumers.

Despite numerous studies exploring general consumer behavior in relation to the adoption of
Islamic products (Panggi et al., 2022; Fisol et al., 2017) as well as research on Islamic microfinance
(Maulana et al., 2018; Purwanto et al., 2022), there is a paucity of investigations into the attitudes
and adoption behavior of young towards Islamic microfinance because it relates to the demands for
insight that is increasingly needed. Indeed, notwithstanding the utilization of a congruent theoretical
framework (i.e., TPB), discernible disparities in outcomes arise within the research endeavors of
Maulana et al. (2018), wherein the constructs of attitudes and subjective norms evince negligible
influence upon individual intentions. This stands in marked contrast to the findings advanced by
Ibrahim et al. (2017), Panggi et al. (2022), and Purwanto et al. (2022), whose investigative pursuits
yield converse outcomes that exhibit a discernibly consequential sway. Addressing these gaps, this
study seeks to examine the drivers that influence the intention of young SME leaders to embrace the
incorporation of Islamic microfinance.

The global financial landscape has witnessed the ascendance of Islamic finance as an alternative
economic model based on ethical and Shariah-compliant principles. The fact that Southeast Asia has
emerged as an important hub for the development and proliferation of Islamic financial practices as
the region includes the world's largest Muslim population, particularly in Indonesia and Malaysia,
encourages this study to compare the two countries since they have made significant strides in
developing Islamic banking and finance sectors. Malaysia has positioned itself as a global hub for
Islamic finance, implementing comprehensive regulatory frameworks and attracting international
investments (Abdullah, 2017). On the other hand, Indonesia has focused more on developing Islamic
finance to cater to its large domestic market. Among those mixed similarities and dissimilarities, this
study aims to examine the factors that may influence the intention and shape the behavior of young
SME leaders toward Islamic financial products and services in each country.

The Theory of Planned Behavior (TPB) is prominently posited within this study's theoretical
framework due to its appropriate alignment with the intricate sociocultural and psychological
nuances that underpin the adoption dynamics. Also, the preference for extending the TPB is rooted
in its capacity to accommodate the idiosyncrasies of Islamic financial contexts. Thus, this study
merges the TPB posited by Ajzen (1991), wherein he emphasized that human conduct manifests
through potent inclinations or volition, with new variables, including the perception of financial
benefits (Aigbovo & Idolor, 2022; Kristanto HC, 2022) and perceived financial cost (Amini et al.,
2020; Fauzi et al., 2020) along with awareness (Aviva & Kusuma, 2021; Pantari & Aji, 2020),
religiosity, and knowledge (Maryam et al., 2019) behind TPB towards attitude in order to construct
the aid to amplify the predictive efficacy. Taking into consideration these factors, the outcomes
acquired are expected to offer practicality to Islamic financial institutions in the endeavor to
formulate more effective marketing strategies for Islamic microfinance offerings. Consequently, this
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would ultimately augment the market viability of Islamic microfinance by bolstering the inclination
to adopt such products which also help researchers develop a nuanced understanding of the industry.

LITERATURE REVIEW
The Theory of Planned Behavior (TPB)

TPB is a further development of the Theory of Reasoned Action (Fishbein & Ajzen, 1975) which offers
a robust framework to comprehend human volitional behavior. By integrating attitudes, subjective
norms, and perceived behavioral control, TPB posits that these determinants collectively shape one's
intention, subsequently influencing behavior. Numerous scholars have employed TPB across diverse
academic domains, particularly within the realm of Islamic finance and banking (Aviva & Kusuma,
2021; Awn & Azam, 2020; Darmansyah et al., 2020; Muslichah & Sanusi, 2019) and Islamic
microfinance (Purwanto et al., 2022) since TPB is a modest and general theory for predicting and
describing purchasing decisions (Ajzen, 1991).

TPB provides a broad understanding of behavioral intentions; however, it does not offer specific
insights into the complexities of Islamic microfinance adoption where there are factors that
specifically affect Islamic microfinance (i.e., financial benefits and costs). Therefore, TPB cannot
stand alone for this research, yet the implementation of TPB as a grand theory to explore the features
that influence the intention of young SME leaders to embrace the incorporation of Islamic
microfinance is deemed appropriate. The novel constructs are the perceived financial benefits as
suggested by Aigbovo & Idolor (2022) and Kristanto (2022) and perceived financial cost (Amini et
al., 2020; Fauzi et al., 2020), in conjunction with awareness (Aviva & Kusuma, 2021; Pantari & Aji,
2020), religiosity, and knowledge (Maryam et al., 2019) underpinning the TPB towards attitude to
construct the aid to amplify the predictive efficacy.

Hi: Intention to adopt Islamic microfinance has a positive effect on the adoption of Islamic
microfinance.

Subjective Norms

The subjective norm is a state of the environment of an individual who accepts or does not accept a
certain behavior (Ajzen, 1991). Krueger et al. (2000) revealed that the subjective norm is unrelated
to individuals’ intentions to start their own firms; hence, this study advocates for supplementary
research and development of the measurements used. Ajzen (1991) explained this by stating that
personal variables, like attitudes and perceived behavioral control, strongly impact intentions. The
restrictive conceptualization of the subjective norm variable leads to a poor connection between
normative views and intentions (Armitage & Conner, 2001). Amin (2013), Maulana et al. (2018) and
Purwanto et al. (2022) discovered that subjective norms are able to influence the intention to adopt
Islamic microfinance.

H.: Subjective norm has a positive effect on the intention to adopt Islamic microfinance.
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Attitude toward Islamic Microfinance

Attitude is the total of a person’s feelings to accept or repudiate an item or conduct and is assessed
by a process that sets the individual on a two-pole evaluative scale, such as good or bad (Jogiyanto,
2007). It has been established that the relationship between attitude and intention surpasses the
relationship between intention and actual behavior. Empirical studies have shown the importance
of this variable toward the intention to adopt Islamic microfinance (Ahmed et al., 2019; Awn & Azam,
2020; Ibrahim et al., 2017; Jogiyanto, 2007; Purwanto et al., 2022; Utama & Rochman, 2013).
Purwanto et al. (2022), for instance, found that attitude has a significant impact on the intention to
adopt Islamic microfinance.

H;: Attitude toward Islamic microfinance has a positive effect on the intention to adopt Islamic
microfinance.

Perceived Behavioral Control

Perceived behavioral control (PBC) holds paramount significance within the realm of social
psychology and behavioral theories. Anchored in the TPB, PBC reflects an individual's perception of
his ability to execute a particular behavior (Ajzen, 1991). This construct amalgamates notions of self-
efficacy and controllability, delineating a cognitive framework through which intentions are
translated into actions. Insufficient access to resources or requisite information concerning Islamic
microfinance curtails an individual's propensity to embrace said financial modality. Drawing from a
multitude of scholarly sources, scholars have documented the importance of this variable in their
research (Ahmed et al., 2019; Awn & Azam, 2020; Ibrahim et al., 2017; Purwanto et al., 2022).
Scholars (Ahmed et al., 2019; Awn & Azam, 2020; Ibrahim et al., 2017; Purwanto et al., 2022) have
delineated the pivotal role of PBC in shaping the full control towards intentions.

H,: Perceived behavior control has a positive effect on the intention to adopt Islamic microfinance.
Perception of Financial Benefits

Perception is the process of how a stimulus is selected and interpreted. Each person’s perception of
an object is different because it has a subjective nature (Sutisna, 2002). Stimulus is any form of
physical or verbal communication that can affect individual responses because different people have
different perceptions of an item; they all have subjective perceptions. Perception is the process
through which a person interprets their surroundings (Kreitner et al., 2010). This can be a variable
to the young SME leaders’ intention to embrace the incorporation of Islamic microfinance since a
number of studies have proved that the perception of Islamic banking has a positive impact on
intention (Manggu & Dahlia, 2019; Riaz et al., 2017).

Hs: Perception of financial benefits has a positive effect on the intention to adopt Islamic
microfinance.
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Perception of Financial Costs

Financial cost is a consumer's expenditure consisting of the total of direct and overhead cost aspects
that are presumed to be independent (Yu, 2012). Perceived costs, like benefits, can be either abstract
or physical and can occur instantly or incrementally. It alludes to the general sacrifices made in terms
of money, effort, and time spent enjoying the goods. According to Yu (2012), the adoption of mobile
banking is negatively affected by perceived financial cost. In line with this, Luarn & Lin (2005)
observed a negative correlation between perceived financial cost and intention to use mobile
banking. Alam (2014) discovered that perceived financial cost significantly and negatively affects
behavioral intention toward mobile banking. The findings from Gan & Maysami (2006) indicated a
noteworthy and adverse impact of financial cost on individuals' selection of credit cards. Ramayah
et al. (2006) conducted a study that presents contradictory evidence regarding the adoption of
perceived financial cost in relation to intention. Their findings indicate that perceived financial cost
does not significantly impact individuals' intention to adopt Internet banking. The findings of Alam
(2014), Gan & Maysami (2006), Luarn & Lin (2005), and Yu (2012) are not in consonance with the
results presented. Consequently, the preceding discussion indicates that perceived financial cost
yields mixed outcomes, warranting further investigation to reach a conclusive understanding.
Therefore, considering this as a research gap extending in context to Islamic microfinance usage, H6
is hypothesized as:

Hs: Perception of financial costs has a negative effect on the intention to adopt Islamic microfinance.
Awareness of Islamic Microfinance

Awareness may be explicated as the sequential progression involving cognition, influence, choice
facilitation, and validation, transpiring antecedent to a consumer's state of preparedness for product
or service utilization (Rogers, 1983). According to Rogers (1983), cognizance arises when a person is
exposed to the presence of an innovation and gains a grasp of how it works. A plethora of scholarly
investigations have studied and included awareness to know a person's willingness to make a
decision (Ahmad, 2022; Florencio et al., 2019; Mahmoud & Abduh, 2014). However, a number of
studies still found that respondents are not aware of Islamic banking such as Islamic microfinance.
Studies by Florencio et al. (2019) and Masyita & Ahmed (2013), for example, discovered that a
significant number exhibit a lack of comprehension regarding Islamic financing modalities. In this
study, young SME leaders’ awareness is predicted to impact their attitudes about Islamic
microfinance. Thus, Hy is hypothesized as follows:

H,: Awareness of Islamic microfinance has a positive effect on the attitude toward Islamic
microfinance.

Religiosity

Religiosity is a pillar for a person in organizing and becoming a reference for their life. It can affect
an individual’s attitude and belief apropos of making decisions in daily life due to the taboos and
prohibitions that may limit him to do something. Religion is a conceptual system that gives an
interpretation of the universe and human beings’ role in it, establishes an account of how life should
be lived in light of that interpretation, and expresses that interpretation and lifestyle (Yandell, 2016).

Religiosity has been deliberated rigorously in relation to an array of issues, for instance in
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adopting Islamic banking products (Maulana et al., 2018; Muslichah & Sanusi, 2019; Purwanto et al.,
2022; Suhartanto et al., 2018; Yandell, 2016). Those studies discovered a significant relationship
between religiosity and the intention to embrace the incorporation of Islamic banking products.

Hs: Religiosity has a positive effect on the attitude toward Islamic microfinance.
Knowledge

Knowledge encompasses all information that consumers have regarding various types of products
and services, as well as additional knowledge linked to these items and services and information
related to their functions as consumers (Rachmawati, 2018). Each person has a different level of
Islamic financial literacy, including awareness of Islamic financial product characteristics (Pratiwi &
Affandy, 2020). Several studies have been undertaken to examine the community's knowledge and
opinions concerning Islamic banking (Muslichah & Sanusi, 2019; Pratiwi & Affandy, 2020;
Rachmawati, 2018). Studies suggested looking into non-Muslims as they will be more vulnerable,
and this will strengthen the variables towards the willingness to choose Islamic microfinance (Utamy
& Widhiastuti, 2020).

H,: Knowledge has a positive effect on the attitude toward Islamic microfinance.

Perception of financial
benefits

Awareness of Islamic
microfinance

Subjective norms

Attitude towards
Islamic microfinance

Intention to adopt
Islamic microfinance

Adoption of
Islamic Microfinance

Religiosity

Perceive behavioral

Knowledge control

Perception of financial
cost

Figure 1. Proposed research framework

RESEARCH METHOD

This research employed a quantitative methodology for data collection as also used by Mardoni et al.
(2012) who affirmed that this approach naturally integrates with the research instrument of a
questionnaire and utilizes an interval scale for measurement. In a similar vein, this study adopted a
survey-based field study design to evaluate the relationship between a variable and its correlation
and regression with the dependent variable. All variables were believed to affect the willingness and
intention of young SME leaders to embrace the incorporation of Islamic microfinance. The
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participants of this study were specifically young SME leaders (millennials and Generation Z between
the ages of 17 and 35 years). The areas involved were Klang Valley (Putrajaya, Kuala Lumpur, and
Selangor), Malaysia, and Bandung Raya (Kota Bandung, Kota Cimahi, Kabupaten Bandung, and
Kabupaten Bandung Barat), Indonesia. As Kuala Lumpur and Selangor are the most developed
regions, and Selangor holds the highest ranking of the commercial, business, and industries in
Malaysia whereas Bandung Raya also has the largest number of SMEs, making the selection of Klang
Valley and Bandung Raya is appropriate and relevant in capturing the data (Badan Pusat Statistik,
2022; HRDF, 2019). The researchers employed the non-probability sampling technique with
convenience sampling to judge the data as it was most accessible (Suhartanto, 2020) with a total of
300 questionnaires distributed online.

The questionnaire was initially prepared in English. It was then translated into Bahasa Melayu
for Malaysian and Bahasa Indonesia for Indonesian to respondents who are more comfortable using
their national language. In order to ensure that the versions of the questionnaire have parallel
meanings to the English version, the researchers requested Malaysian and Indonesian masters to
proofread the translated questionnaire. The amendment had been made after receiving feedback
from the checkers and incorporated as appropriate. The finalized Bahasa Melayu and Bahasa
Indonesia questionnaires were then given to three native Malaysians and Indonesians respectively
to fill up as a test before distributing them to the real respondents. The interval scale was used in
this study to avoid biased results and to get a better outcome. Initially, the researchers insisted on
using the Likert scale, but pursuant to Hair et al. (2014), a good Likert scale will behave more akin
to the interval scale when perceived as symmetric and equidistant. The score comprises "1"
indicating strongly disagree and "5" symbolizing strongly agree. Most of the measurements were
determined using items adapted from the previous study whilst the rest were self-developed. The
alteration was made to suit the Islamic microfinance context.

For analyzing data, the partial least-square (PLS) technique was applied with SmartPLS 4.0.9.2
professional version software. Becker et al. (2022) emphasized that PLS is a method for examining
complex interrelationships between indicators and constructs. Forbye, due to its capability to handle
samples of varying sizes, ranging from large to small, SmartPLS is considered a potent measurement
software (Chin, 1998). According to Lowry & Gaskin (2014), PLS has been demonstrated to process
more precise and effective results. Since the current study proposed new variables in the TPB model,
namely the perception of financial benefits and perception of financial costs, Hair et al. (2014)
recommended PLS as an appropriate option when researchers aim to develop theories or incorporate
novel facets into the research model.

RESULTS
Response Rate

Of a total of 500 questionnaires distributed within a period of data collection, only 320 completed
questionnaires were the base for computing the results. Overall, this accounted for a response rate
of 64%. Therefore, a response rate of at least 60% is acceptable (Fincham, 2008). Comrey & Lee
(1992) mentioned that a 300 sample size is considered good. 20 were unusable because a large part
of the questionnaire was not completed by the participants. The following table shows the detailed
breakdown of response rates of the two different countries.
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Table 1. Response rate

Country Distributed Received Rate of return (%)
Malaysia 250 160 64
Indonesia 250 160 64
Total 500 320 64

Respondents Demographic Characteristics

Table 2. Demographic characteristics of respondents

. Frequency
Variable Category Malaysia Indonesia Percentage %

Gender Male 71 58 43.0
Female 79 92 57.0
17 years old 3 3 2.0

Age 18-23 years old 33 74 35.7
24-29 years old 59 33 30.7
30-35 years old 55 40 317
High School 26 64 30.0
Pre-university/ Matriculation/ 21 45 920

. Diploma/ Foundation/ A-Level

Education
Bachelor’s degree 98 40 46.0
Master’s degree 5 1 2.0
PhD 0 0 0.00

Job Position Owner 70 %3 563
Manager 74 57 43.7
Less than 1 year 41 42 27.7

No. of years in 1-3 years 30 50 26.7

business 4-6 years 42 23 21.7
More than 6 years 37 35 24.0
Culinary 78 67 48.3
Craft 3 1.7
Cosmetic 3 4 2.3
Fashion 17 38 18.3
Private education & health 1 0 0.3

Nature of

business Hotels . 4 0 1.3
Entertainment 3 1 1.3
Manufacturing 7 3 3.3
Agriculture 2 0 0.7
Construction 18 3 7.0
Other 15 31 15.3

38 88

Less than 5 employees 42:0

No. of employees  5-19 employees 43 44 20.0
20-50 employees 34 14 16.0
51-150 employees 35 4 13.0
Founder’s savings 39 99 46.0
Angel investor 35 10 15.0

Source of capital ~ Crowdfunding 35 12 15.7
Bank loan 40 25 21.7
Other 1 4 1.7
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Table 2 exhibits the demographic characteristics of the respondents including gender, age, education,
job position, number of years in business, nature of business, number of employees, and source of
capital.

Measurement Model

The measurement model involved examining both convergent validity and discriminant validity.
Convergent validity assessed the theoretical associations among determinants. Thus, the analysis
jointly evaluated composite reliability (CR), average variance extracted (AVE), and Cronbach's alpha.
CR is crucial for foreseeing the internal consistency of each factor whilst AVE epitomizes the extent
to which items converge into a single factor by capturing their variance (Hair et al., 2014).

Variance Inflation Factor (VIF) statistic was employed to assess multicollinearity in the indicators
(Kim, 2019). The result shows that the value of VIF for indicators in the study and each of the
indicators is below the suggested threshold (James et al. 2021).

Reliability and Validity

All items have Cronbach’s alpha values more than the indicated threshold of 0.700 for both nations
and the entire sample. All CR values exhibit a strong internal consistency and surpass Chin's (1998)
threshold of 0.700, and all AVE values for the constructs are greater than 0.500 (Fornell & Larcker,
1981). Table 3 displays that the requirements of reliability and validity are satisfied.

Table 3. Reliability and convergent validity

Malaysia Indonesia All data

It
“MS Alpha(@) CR  AVE Alpha(@®) CR  AVE Alpha(a) CR AVE

AIM 0.894 0.950 0.904 0.993 0.997 0.993 0.913 0.958 0.919
ATT 0.792 0.865 0.617 0.976 0.982 0.932 0.909 0.936 0.786
AW 0.792 0.857 0.545 0.868 0.905 0.658 0.831 0.881 0.599
oM 0.757 0.861 0.673 0.978 0.986 0.958 0.916 0.947 0.856
KL 0.756 0.845 0.576 0.805 0.861 0.608 0.779 0.855 0.596
PBC 0.839 0.886 0.608 0.971 0.977 0.896 0.928 0.946 0.778
PFB 0.769 0.867 0.684 0.961 0.975 0.928 0.884 0.928 0.812
PFC 0.769 0.866 0.683 0.906 0.937 0.832 0.887 0.930 0.815
RG 0.857 0.893 0.583 0.923 0.938 0.718 0.885 0.912 0.634
SN 0.837 0.885 0.606 0.882 0.910 0.674 0.865 0.901 0.647

Note. AIM: Adoption of Islamic microfinance, ATT: Attitude, AW: Awareness, IIM: Intention of Islamic microfinance,
KL: Knowledge, PBC: Perceived Behavioral Control, PFB: Perception of Financial Benefits, PFC: Perception of
Financial Costs, RG: Religiosity, SN: Subjective Norms, CR: Composite Reliability, AVE: Average Variance Extracted.

The Fornell Larcker method was employed to assess the discriminant validity. In consonance
with Fornell & Larcker (1981), the square root of AVE for the respective latent variable ought to be
larger than the correlations between the latent variables. The value of Fornell Larcker is shown in
Table 4 below.
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Table 4. Discriminant validity (Fornell and Larcker Criterion)
AIM ATT AW M KL PBC PFB PFC RG SN

AIM  0.959

ATT -0.038 0.886

AW  -0.105 0.515 0.774

IIM  0.069 0.695 0.384 0.925

KL -0.094 0.516 0.753  0.392  0.772

PBC  0.085 0.758 0.443 0.853 0.439 0.882

PFB  0.047 0.826 0470 0.728 0473 0.805 0.901

PFC  -0.108 -0.324 -0.176 -0.397 -0.174 -0.473 -0.380 0.903

RG -0.162  0.522 0.621  0.39 0.688  0.455 0.501 -0.128  0.796

SN 0.063 0.713 0.553 0.711 0.562  0.764 0.745 -0.421 0.503 0.804

Structural Model

The assessment of the model was extended via evaluation by utilizing the standardized residual root
mean square (SRMR) and the normed fit index (NFI). The SRMR score of 0.066 falls below the
threshold of 0.800, implying a commendable congruence. However, the NFI value of 0.820 does not
meet the recommended threshold of 0.900, indicating that the model does not fully satisfy the NFI
criterion. With the exception of one test that fails to meet the model fit criteria, the overall model can
be considered relatively satisfactory.

In order to ascertain the adequacy of the model’s fit, the coefficient of determination (R*) was
assessed. The results from the analysis show an R* value of 0.5% for AIM, 34% for ATT, and 73.90%
for IIM. According to Chin (1998), these values are considered weak, moderate, and substantial. The
value of r-square for religiosity and knowledge has a small influence on attitude, whereas awareness
has a moderate effect. In the interim, the perception of financial benefits, perception of financial
costs, and subjective norms furnish a small effect on the intention to adopt Islamic microfinance
while perceived behavioral control offers a large effect on it. The intention to adopt Islamic
microfinance variable defines a small effect on the adoption of Islamic microfinance. According to
Hair et al. (2014), in the context of evaluating predictive relevance, it is recommended that the Q*
value does not exceed zero. The outcome of testing Q* discloses values of 0.725, 0.320, and 0.002,
respectively, regarding the intention to adopt Islamic microfinance, as well as attitude, and the actual
acceptance of Islamic microfinance. The results of this study elucidate that the exogenous factors
possess significant relevance for the endogenous factor, thereby implying the resilience of the
assessed framework.

Hypotheses Testing

To examine the path coefficients, this study employed a sample size of 5,000 in the bootstrapping
method that adhering to the recommended guidelines by Hair et al. (2014).

10
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Figure 2. Structural model with bootstrapping method

Subsequently, the conjectured hypotheses were tested using a Paired Sample t-test with a 5%
significance level (a = 0.05). Out of nine hypotheses set up, only four are supported while the other
hypotheses are rejected. Intention has an insignificant bond with the behavioral intention to adopt
Islamic microfinance (f = 0.069, P>0.075). The findings indicate that the element of subjective
norms is significantly related to intention with B = 0.112, P<0.029. Attitude has an insignificant
correlation with the intention to adopt Islamic microfinance with p = 0.056, P>0.214. Meanwhile,
perceived behavioral control can affect intention with B = 0.698, P<0.000. Moreover, the results
reveal an insignificant effect of the perception of financial benefits (f = 0.042, P<0.278) and the
perception of financial costs (f = 0.015, P<0.320) on the intention to adopt Islamic microfinance.
Finally, awareness (§ = 0.249, P<0.003) and religiosity ( = 0.277, P<0.001) can affect intention
through attitude, but knowledge cannot (f = 1.44, P>0.066). Hence, this study affirms that H2, Hy,
Hy, and H8 are supported (see Table 5 and Figure 2).

11
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Table 5. The results of hypotheses testing

Malaysia Indonesia Complete
Hypotheses
B T P Results B T P Results B T P Results
H;: IIM -> AIM -0.111  1.349 0.089 NotSupported 0.195 1173 0.055 NotSupported 0.069 1439 0.075 Not Supported
H,: SN -> [IM 0.272  2.507 0.006 Supported* 0.075 1048 0.147 NotSupported 0.112 1.903 0.029 Supported*

H;: ATT -> IIM 0.043 0.434 0.333 NotSupported 0.092 0.809 0.209 NotSupported 0.056 0.794 0.214 Not Supported
H,: PBC -> IIM 0.524 4.590 0.000 Supported* 0.700 6.752  0.000 Supported* 0.608 9.111  0.000 Supported*
Hs: PFB -> IIM -0.009 0.002 0.464 NotSupported 0.058 0.532 0.297 NotSupported 0.042 0.590 0.278 Not Supported
He: PFC -> IIM -0.035 0.410 0.341 Not Supported 0.029 0.707 0.240 NotSupported 0.015 0.467 0.320 Not Supported
H,: AW -> ATT 0.537 6.780 0.000 Supported* 0.107 0.896 0.185 NotSupported 0.249 2.784 0.003 Supported*
Hgs: RG -> ATT 0.146 1591 0.056 NotSupported 0.261 2.711  0.003 Supported* 0.277 3.156 0.001 Supported*
Hgy: KL -> ATT 0.223  2.697 0.004 Supported* 0.144 1269 0.102 NotSupported 0.144 1505 0.066 Not Supported

12
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A summary of all of the hypotheses is presented in Table 6.

Table 6. Summary of the hypotheses

Hypothesis Decision
H,: Intention to adopt Islamic microfinance has a positive effect on the adoption NO
of Islamic microfinance.
H,: Subjective norm has a positive effect on the intention to adopt Islamic VES
microfinance.
H;: Attitude toward Islamic microfinance has a positive effect on the intention to NO
adopt Islamic microfinance.
H,: Perceived behavior control has a positive effect on the intention to adopt VES
Islamic microfinance.
H;: Perception of financial benefits has a positive effect on the intention to adopt NO
Islamic microfinance.
He: Perception of financial costs has a negative effect on the intention to adopt NO
Islamic microfinance.
H,: Awareness of Islamic microfinance has a positive effect on the attitude toward YES
Islamic microfinance.
Hg: Religiosity has a positive effect on the attitude toward Islamic microfinance. YES
H,: Knowledge has a positive effect on the attitude toward Islamic microfinance. NO

Multi-Group Analysis

In this part, the researchers looked at the conspicuous disparities between Malaysia and Indonesia
with respect to the factors that affect the young SME leaders’ intention to adopt Islamic microfinance.
The results reveal that most differences are significant, except for H2, Hy, and Hg. The discernment
in route coefficients discovered that the effects of all variables on the results are sturdier in Indonesia
than in Malaysia. The outcomes of the multigroup breakdown are succinctly encapsulated in the

tabular representation provided below.

Table 7. Multi-group analysis

Coefficient (I3)
Relationships - - - pvalue
Malaysia Indonesia Difference

H,: IIM — AIM -0.111 0.195 -0.306 0.002*
H,: SN — [IM 0.272 0.075 0.197 0.066
H;: ATT —IIM 0.043 0.092 -0.049 0.363
H,: PBC — IIM 0.524 0.700 -0.176 0.128
Hs: PFB — [IM -0.009 0.058 -0.067 0.325
H¢: PFC — IIM -0.035 0.029 -0.064 0.252
H,;: AW — ATT 0.537 0.107 0.430 0.003*
Hs: RG — ATT 0.146 0.261 -0.115 0.171
Hy: KL — ATT 0.223 0.144 0.079 0.282
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DISCUSSION

The present investigation examined the factors influencing the inclination of young SME leaders in
Malaysia and Indonesia to adopt Islamic microfinance. The research framework employed the TPB
to assess the impact of attitude, subjective norms, and perceived behavioral control. Furthermore,
the study integrated this theoretical framework with the perception of financial benefits and financial
costs to explore the intention of young SME leaders in Malaysia and Indonesia to embrace Islamic
microfinance as an alternative. This study also investigated the correlation between knowledge,
awareness, and religiosity in relation to behavioral intention, specifically in terms of adopting Islamic
microfinance through attitude. The result indicates that the actual adoption of Islamic microfinance
remains unconstrained by the volition to embrace the incorporation of Islamic microfinance. H1
reveals that intention is unable to affect the young SME leaders’ actual adoption of Islamic
microfinance. This finding diverges significantly from antecedent scholarly investigations, and
captivatingly, it can be corroborated through the respondents' demographic data presented in Table
2 wherein the majority of the respondents indicate a preference for utilizing their personal savings.

In regard to intention, this study points out interesting findings in H2, H3, H4, Hs, and H6. The
intention to subscribe to Islamic microfinance among young SME leaders can be affected by
subjective norms, attitudes, perceived behavioral control, perception of financial benefits, and
perception of financial costs. Subjective norms deploy a crucial role as a significant determinant of
the intention to embrace Islamic microfinance. This result aligns with previous research conducted
by Maulana et al. (2018) and Purwanto et al. (2022), which demonstrated the significant impact of
internal (eg. family) and external (eg. friends) normative beliefs on subjective norms. A similar result
can be seen in works conducted by Amin (2013) and Saiti et al. (2022) where they also culminated
that subjective norms can influence the intention to adopt Islamic microfinance. Attitude seems to
be not an important factor in affecting the young SME leaders’ intention to adopt Islamic
microfinance. This outcome is consistent with the previous study conducted by Maulana et al. (2018)
but different from Ibrahim et al. (2017), Purwanto et al. (2022), and Alam et al. (2012). The positive
results of Alam et al. (2012) are mainly because home ownership is often considered an important
event in many cultures. Perceived behavioral control is one of the three key factors in the TPB
alongside attitudes and subjective norms. There exists a compelling and noteworthy correlation
between perceived behavioral control and the intention to adopt Islamic microfinance. These results
have garnered considerable attention among previous studies such as Ahmed et al. (2019), Awn &
Azam (2020), Ibrahim et al. (2017), Purwanto et al. (2022), and Utama & Rochman (2013) which
also confirmed that perceived behavioral control has a noteworthy influence on behavioral intentions
concerning the adoption of Islamic microfinance. The perception of financial benefits is also
demonstrated to be not related to the intention of Islamic microfinance adoption and the relationship
found is negative. This finding differs from Riaz et al. (2017) who affirmed that the perception of
financial benefits and the intention to adopt Islamic microfinance are not related. This relationship
may arise due to the unique characteristics and principles of Islamic microfinance. The relationship
between the perception of financial costs and the intention to adopt Islamic microfinance holds a
particularly significant barrier within both countries. This finding aligns with the study of Alam
(2014) and Luarn & Lin (2005). Islam places significant importance on ethical and Shariah-compliant
financial practices (Amin, 2013).

Interestingly, the researchers discovered a positive relationship between awareness of Islamic
microfinance and the attitude toward Islamic microfinance from Hy. This relationship is positive,
similar to many interesting studies such as Mahmoud & Abduh (2014). However, this finding is
contradicted by Florencio et al. (2019) and Masyita & Ahmed (2013) where the relationship was
found insignificant. The variable of religiosity is capable of influencing behavioral intentions through
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attitude. This was confirmed by Maulana et al. (2018) who proved that religiosity is adept at
influencing the variable of attitude towards intention to adopt Islamic microfinance. Proportionately,
individuals with higher levels of religiosity may possess a deeper understanding of Islamic finance
principles and their application in microfinance. Moreover, as the last hypothesis, Ho, this study
hypothesized that knowledge can affect the intention to adopt Islamic microfinance through attitude
and the result was reinforced by Maryam et al. (2019). This knowledge gap can hinder the intention
to adopt Islamic microfinance as individuals may be more inclined to rely on familiar financial
practices rather than explore and adopt unfamiliar alternatives.

Multi-group analysis was executed to examine whether the impact of all factors on the intention
to adopt Islamic microfinance varies between the two nations. The findings unveil significant
differences in the impact of intention on actual behavior, attitude, perceived behavioral control, the
perception of financial benefits, and the perception of financial costs on intention, and religiosity on
intention through attitude. The results show that these outcomes are higher in Indonesia compared
to Malaysia. The similarity found in both countries is that perceived behavioral control significantly
affects intention. However, knowledge of Islamic bank products, particularly Islamic microfinance,
is currently inadequate in Indonesia. This can be seen in Table 2 that Malaysia has a higher number
of degree holders compared to Indonesia. Moreover, this observation is parallel with Hy suggesting
that the awareness of Islamic microfinance has a positive effect on the attitude towards Islamic
microfinance. Without knowledge and comprehension, there will be no awareness that can help one
make better choices. Consequently, this low awareness indirectly affects attitudes toward adopting
Islamic microfinance.

CONCLUSION

The TPB's applicability in the milieu of Islamic microfinance is extended in this study by including
two constructs, namely the perception of financial benefits and the perception of financial costs
towards the intention as well as awareness, religiosity, and knowledge through attitude. This study
aims to investigate the characteristics that are thought to be influential in determining Islamic
microfinance receptivity. The substantial impacts of the four components are revealed, showing why
subjective norms, perceived behavioral control, awareness of Islamic microfinance, and religiosity
are important in explaining Malaysians' intention to adopt Islamic microfinance. Contrary, the
empirical findings reveal that just two criteria, perceived behavioral control and religiosity, influence
the inclination to adopt Islamic microfinance in Indonesia.

MANAGERIAL IMPLICATION

The results obtained from this study can give a notion to Islamic institutions to utilize social media
platforms to reach a larger targeted customer base while streamlining the processes. Many potential
clients may be oblivious and lack knowledge about the benefits of Islamic microfinance. In
contemplation of providing quick and accessible microfinance services, especially for young SME
leaders, Islamic institutions should embrace digital platforms and establish collaborative platforms
where young SME leaders can engage with experts, practitioners, and peers who have experience in
Islamic microfinance. This can be done through online forums, social media groups, or industry-
specific networks. Encouraging knowledge sharing, discussion, and the exchange of best practices
related to Islamic microfinance is also imperative. In lieu, Islamic institutions should invest in
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educational programs to increase public understanding of the benefits of Islamic microfinance
products.

The influence of subjective norms emerges as a notable determinant that impacts the behavior
of Islamic microfinance adoption in the context of Malaysia. It is deemed prudent for Islamic financial
institutions to engage in the implementation of referral champions in order to cultivate and foster
subjective norm expectations. Consequently, the institution should strive towards augmenting
subjective norms by cultivating a dedicated cadre of personnel whose primary objective is to exert a
positive influence upon young leaders in the SME sector, thereby providing lucid and enhanced
explanations. With respect to Indonesia, knowledge and awareness have insignificantly formed a
positive attitude towards the intention to adopt. Alternatively, online seminars or workshops can be
arranged to generate the necessary awareness. Moreover, it is expected that Islamic financial
institutions actively collaborate with educational establishments and non-governmental
organizations that cater to the needs of youthful graduates in order to foster the growth and
proliferation of Islamic microfinance.

LIMITATION AND FUTURE RESEARCH

This current study is limited to the area of Bandung Raya which is not represented as the capital city
of Indonesia while Kuala Lumpur is the capital of Malaysia. Future studies may be carried out in
Jakarta or other areas in a comparison of two countries with similar criteria of the regions. The study
adopts the TPB as the theoretical framework, which has been widely used in similar research.
However, the TPB has undergone various adaptations and modifications over time. While this study
incorporates additional variables such as the perception of financial benefits, the perception of
financial cost, awareness, religiosity, and knowledge, it may still overlook other relevant factors that
can impact young SME leaders' intention to adopt Islamic microfinance. Future research is
recommended to include economic conditions as new variables to expand the TPB, which can also
affect the intention to adopt Islamic microfinance. If economic conditions are unfavorable or
uncertain, young SME leaders may be more hesitant to take on additional financial commitments or
explore alternative financing options.
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