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 This	 study	 seeks	 to	 bridge	 the	 existing	 gap	 in	 the	 literature,	
offering	a	comprehensive	analysis	of	 the	 relationships	among	
Islamic	 Microfinance	 Awareness,	 Financial	 Literacy,	 Trust	 in	
Financial	 Institutions,	 and	 Customer	 Access	 to	 Islamic	
Microfinance	Products.	Small	enterprises	have	been	targeted	as	
a	sample	of	Lahore	city,	Pakistan's	second-largest	city	in	terms	
of	population	and	economic	significance.	The	data	is	gathered	
through	 questionnaires	 and	 256	 responses	 collected	 from	
employees	across	diverse	organizations,	reinforcing	the	study's	
credibility.	Partial	Least	Squares	Structural	Equation	Modelling	
(PLS-SEM)	used	to	achieve	research	goals.	The	study's	results	
align	with	all	the	specified	hypotheses,	confirming	the	proposed	
relationships	 and	 shedding	 light	 on	 the	 interconnected	
dynamics	between	 Islamic	Microfinance	Awareness,	Financial	
Literacy,	Trust	in	Financial	Institutions,	and	Customer	Access	to	
Islamic	 Microfinance	 Products.	 This	 study	 investigates	 the	
lesser-known	 aspect	 of	 Islamic	 Microfinance	 Awareness,	
providing	 insights	 into	 its	 influence	 on	 consumer	 access	 and	
trust.	 The	 practical	 implications	 are	 outlined,	 proposing	 that	
policymakers	 and	 financial	 institutions	 implement	 targeted	
awareness	campaigns	and	 financial	education	 initiatives.	The	
research	culminates	in	valuable	recommendations	for	relevant	
parties,	 emphasizing	 the	 significance	 of	 establishing	 the	
confidence	 to	 promote	 increased	 consumer	 involvement	with	
Islamic	Microfinance	offerings.	
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INTRODUCTION 

The significance of financial inclusion, especially in the context of Islamic microfinance, has 

widely been acknowledged as a crucial means of promoting economic empowerment and 

narrowing socio-economic disparities (Khan, 2022). Despite the growing emphasis on financial 

inclusion, we lack substantial insights into the complex dynamics that determine the availability/ 

accessibility of Islamic Microfinance products to consumers. This investigation mitigates this 

critical gap by identifying the relationships between Islamic Microfinance Awareness, Financial 

Literacy, Trust in Financial Institutions, and Customer Access to Islamic Microfinance Products. 

The concept of Islamic Microfinance, involving a deep appreciation of its ethical principles 

as well as its financial products, is expected to have a pivotal influence on individuals' trust in 

financial institutions (Khan, 2022). The degree of financial literacy is simultaneously expected to 

affect trust levels, as well as the extent to which individuals actively utilise Islamic Microfinance 

products (Purwanto et al., 2022). This study now aims to untangle the complex web linking these 

variables to provide a comprehensive understanding of the mutual relationships between them. 

This research unites insights from behavioural economics and the layered, ethical 

dimensions of Islamic finance Billah, (2021) in building on existing literature which has already 

demonstrated the positive relationship between financial literacy and trust in financial institutions. 

It adds an examination of microfinance within the Islamic tradition, where adherence to moral 

norms is inseparable from all financial products, and how this literacy affects consumer access to 

such customised financial services. 

The objectives of this research are threefold: first, to scrutinize the relationship between 

Islamic Microfinance Awareness and Trust in Financial Institutions; second, to ascertain Financial 

Literacy's effect on Trust in Financial Institutions and Customer Access to Islamic Microfinance 

Products; and third, to explore the relationship between Islamic Microfinance Awareness and 

Customer Access to Islamic Microfinance Products.  

To fulfil study goals, the researcher employs a methodology that initiates measures such as 

composite reliability, factor loadings, and path analysis (Lai, 2021; Shrestha, 2021). The following 

sections offer a step-by-step account of our research method, the reliability and validity 

assessments of our constructs, and the empirical findings that offer the finer details on the complex 

associations within our model. This research contributes to the Theory of Social Capital by 

providing an insight into the interconnectedness between Islamic Microfinance Awareness, 
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Financial Literacy and Customer Access. In doing so, this research provides significant 

implications for policy makers, financial institutions, and researcher by helping them to understand 

the drivers behind Islamic Microfinance and how it is promoting financial inclusion. 

LITERATURE REVIEW 

Theory of Social Capital 
The Theory of Social Capital provides a framework that nicely captures many elements of 

Islamic Microfinance. The social connections, intrinsic knowledge and shared common values, 

derived from sociology and linked to the fundamental economic concept of a well-organized 

community, (Gannon & Roberts, 2020). The Theory of Social Capital illuminates how the 

community is connected with key components of Islamic microfinance (Sagiyeva & Shirazi, 2021). 

The community’s collective understanding of Islamic microfinance enables it to trust that financial 

institutions that use the Islamic financial framework makes investment choices that abide by 

acceptable Islamic standards (Wajdi Dusuki, 2008). Financial literacy serves as a form of Social 

Capital, as it redirects savvy individuals through the jungle of financial institutions, so that one can 

access existing Islamic Microfinance products (Rafiki et al., 2023). The Theory emphasizes that 

trust is the foundation of social networks. Trust mediates customer access and their awareness. 

Conceptualizing trust as an antecedent, explains how the social capital of the community advances 

from being merely aware of financial products, to becoming enduring relationships of trust, which 

underscores that its members have the resources to access more advanced financial product. The 

Theory of Social Capital nest sophisticated together, of financial literacy, know, trust, and customer 

access to a financial product within a community (Musavengane & Kloppers, 2020). This offers 

up a more sophisticated analysis of Islamic microfinance. 

Financial inclusion, an important ingredient of economic development, has undergone 

significant transformations in the recent past, where the notion of Islamic Microfinance has 

emerged as an important tool to forge inclusive financial systems (Kanwal et al., 2023). In the 

world’s pursuit of sound financial health Islamic Microfinance has garnered critical attention for 

its unique ethical architecture that binds its financial operations into Islamic norms including 

Mudarabah, Musharakah, Huqur-al-Askia, Shak, Kafeel jo Imdad, Avoidance of Interest (Riba) 

and Compliance with Islamic Sharia compliant standards (Hayat & Malik, 2014)(Ali, 2011). 

The drive to conduct this research comes from the realization that despite the advent and 

remarkable growth of Islamic Microfinance, there seems a notable gap from theorizing the 

fundamental elements which make the accessibility and utilization of Islamic Microfinance 

products (Maulana et al., 2018). And by ‘theorizing’ we mean that no one seems to have delved 

deeper into the complex co-relational relationships between Islamic Microfinance Awareness 
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(IMFA), Financial Literacy (FL), Trust in Financial Institutions (TFI), and Customer Access to 

Islamic MicroFinance Products (CAIMFP). 

Islamic Microfinance, grounded in ethical considerations, requires a more sophisticated 

understanding of its underpinnings by individuals to engage effectively with financial institutions 

operating under its aegis (Farrar & Uddin, 2020). This understanding referred to as Islamic 

Microfinance Awareness (Farrar & Uddin, 2020). It is posited here that Islamic Microfinance 

Awareness influences the trust in such institutions and the active utilization of tailored financial 

products. 

The present study, therefore, seeks to add on to the broader literatures on financial literacy 

and trust within the more specific context of Islamic Microfinance. As indicated, while existing 

literatures have shed light on the positive association between financial literacy and trust in 

financial institutions, the unique nature of Islamic finance as an ethical form of finance requires a 

more specialized investigation into how this impacts trust with concomitant access to Islamic 

Microfinance products. 

By venturing into this unchartered crossroads, this study seeks to plug this extant gap in the 

literature by providing a thorough understanding of the relationships amongst Islamic 

Microfinance Awareness, Financial Literacy, Trust in Financial Institutions and Customer Access 

to Islamic Microfinance Products. In doing so, we hope to transcend mere academic relevance, 

providing insights that are of value to policymakers, financial institutions and scholars who espouse 

the endeavor of Islamic Microfinance for socio-economic development and financial inclusion. 

Islamic Microfinance Awareness and Trust in Financial Institutions. 
 Zahid et al., (2024) examined how financial literacy is linked with trust in financial 

institutions using the behavioral economics framework whereby they show that individuals with 

more knowledge of various financial products are more likely to place their trust in the financial 

institutions that offer these products because they are more likely to view the financial institutions 

as more honest, dependable, and ethically pure (Bayou et al., 2011). 

Maulana et al., (2018) have also extended our understanding into the ethical inference of 

financial transactions in The Islamic Financial framework. In another study they emphasize that 

to enhance trust we also have to understand the moral implications of Islamic Microfinance. For 

Islamic finance, individuals with knowledge of life’s fundamental moral aspects as critical will be 

more likely to place their trust in the financial institutions that operate within Islamic finance 

(Hassan et al., 2013). The empirical work of Ahmad & Rusdianto, (2020) gives a further weight to 

this as they demonstrate that Islamic microfinance literacy, either examined through real data or 
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experimental settings, individuals with more understanding of Islamic microfinance products and 

its principles are more likely to place their trust in the institutions that offer the products. 

The existing literature seems to indicate an intimate relationship between awareness of the 

Islamic microfinance and trust in financial institutions. In fact, in relation with the Islamic finance 

industry, the degree of understanding and awareness of the moral dimension of Islamic 

Microfinance is arguably a significant variable in the trend to participants expressing trust in the 

financial institutions working in the Islamic finance industry. This is the reason why we went for a 

more exhaustive enquiry about this trend under the purview of the current study. 

H1: Islamic Microfinance Awareness linkages a significant positive affiliation with Trust in 

Financial Institutions 

Financial Literacy and Trust in Financial Institutions. 
Lusardi and Mitchell (2014) report a ground breaking study that highlights the universal 

importance of financial literacy for determining the trust individuals place in financial institutions. 

Their findings suggest that those with higher levels of financial literacy tend to be better informed 

in making financial decisions (Lusardi & Mitchell, 2014). Such informed decision-making further 

enhances the reputation of financial institutions as trustworthy partners (Caprio & Honohan, 

2001). Financial literacy therefore becomes a mechanism enabling individuals navigate financial 

markets more confidently and to rely more heavily on the institutions with which they interact 

(Zhang, 2023). The favorable relationship between trust in financial institutions and financial 

literacy is strengthened because people who have knowledge of financial matters are better able to 

determine the reliability and integrity of financial institutions (Atkinson & Messy, 2012), thus 

reinforcing their trust in and confidence with financial fields. 

(Lusardi & Mitchell, 2013, 2014) contribute useful cross-national insights into the general 

relationship between trust in financial institutions and financial literacy by conducting cross-

national inquiries They find that those with high financial literacy regard financial institutions more 

favorably, irrespective of their cultural origins (Kovács & Terták, 2019). This universal pattern 

underscores the argument that financial literacy lies at the basis of trust, regardless of cultural 

idiosyncrasies. The relationship between financial literacy and trust in financial institutions is 

shown in a recent study by (Goyal & Kumar, 2021). They demonstrate that individuals more 

familiar with financial matters are better at making decisions, which generate a more positive 

attitude toward financial institutions and in turn lead to a higher level of trust in the local financial 

institutions. The literature which has been reviewed admits that there is an overwhelming body of 

research that strongly suggest that scores on financial literacy have a significant association with 

trust in financial institution (Kersting et al., 2015) and the capacity to make informed financial 
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decisions in different cultural and contextual set seem to be related with trust in financial institution 

and positive attitude (Naveed et al., 2021). It is on these bases that we try to link trust in financial 

institutions and financial literacy for our research. 

H2: Financial Literacy linkages a significant positive affiliation with Trust in Financial Institutions 

Islamic Microfinance Awareness and Customer Access to Islamic Microfinance Products. 
In the wider context of financial inclusion, the relationship between Muslim customers’ 

ability to access Islamic Microfinance products and their understanding of Islamic Microfinance – 

particularly when one considers the unique features of Islamic Microfinance (G. Nabi et al., 2017) 

– is intrinsically associated with contemporary literature on financial inclusion which highlights 

how awareness is paramount in enabling participants to acquire financial products (Ozili, 2021). 

In realizing and harnessing benefits from a broad range of financial services, knowledge of such 

products has to be acquired by individuals (Allen & Gale, 1999). It therefore becomes important 

to extensively examine the underlying concept – of the importance of awareness in the context of 

Islamic microfinance. 

Support is found in the work of Akbar & Nabiha, (2019) on Islamic microfinance. They 

found a positive relationship between better understanding of the principles and benefits of 

Islamic Microfinance and participation in Islamic Microfinance projects. This relationship is a sign 

of the higher utilization and benefit from financial products and services of Islamic Microfinance 

for those with higher understanding (Albaity & Rahman, 2019). This reinvigorates Rhyne, (2001) 

who noted that the importance of awareness efforts on a narrow bank. Research conducted to aid 

marginalized people indicated that awareness campaigns were one of several components that 

would broaden the accessibility of specialized financial solutions for clients. Gallardo et al., (2006) 

However in the case of Islamic Microfinance which may differ in both product offering and 

guiding principles from those of conventional/western financial institutions such focused 

awareness efforts become all the more necessary to not only bridge the information gap, but also 

improve client access. 

The literature indicates a strong correlation between access to Islamic microfinance products 

for clients and Islamic microfinance awareness (Yakubu et al., 2021). Given the seminal role of 

awareness in enhancing financial inclusion as well as the strong empirical backing for such products 

Maulana et al., (2018) that is, the notion that improving awareness could be a good strategy to 

expand access to such products, seems logical. It forms the basis for additional examination and 

assessment during our academic inquiry. 

H3: Islamic Microfinance Awareness linkages a significant positive affiliation with Customer 

Access Islamic Microfinance Product 
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Financial Literacy and Customer Access to Islamic Microfinance Products. 
The hypothesis suggests a strong relationship between Financial Literacy and Consumer 

Access to Islamic microfinance products (Albaity & Rahman, 2019). A substantial work on Islamic 

microfinance and general studies on financial literacy and access have added to the literature in 

this field (Saifurrahman & Kassim, 2021) and established the basic consensus that financial literacy 

and financial access are positively correlated. A strong positive relationship exists between higher 

financial literacy and increased abilities to manage different financial products and services 

(Widdowson & Hailwood, 2007). Therefore, those who are highly financially knowledgeable will 

have greater abilities to use and to use effectively different array of financial products and services 

that are available to them (Braunstein & Welch, 2002). 

This study by Shinkafi & Ali, (2018) that explains that a good level of awareness and expertise 

in Islamic finance significantly increases how effectively customers can use and tap into various 

Islamic Microfinance products. The study findings suggest that someone with high financial know-

how about Islamic finance can identify and use the principal features inherent in the different 

Islamic Microfinance Products. So, in Islamic finance financial literacy involves a deep 

understanding of how such processes as profit-and-loss-sharing work, avoiding any form of 

interests and ethical and Sharia-compliant financial standards (Safieddine, 2009). Their application 

allows people to be able to make meaningful choices among the Islamic Microfinance solutions 

available, and therefore effectively avail themselves of a suitably tailored Islamic Microfinance 

solution when they need one (Obaidullah & Khan, 2011). The ready identification and use of the 

principal features of Islamic Microfinance Products needs someone with financial literacy in 

Islamic finance. 

The literature strongly supports a significant association between clients' financial literacy 

and ability to access Islamic microfinance products. Adding more evidence to the emerging field 

of Islamic Microfinance is contributing to the body of knowledge that suggests financial literacy is 

strongly associated with ability to access financial services. An increased financial literacy among 

the consumer population could greatly improve the acquisition and the use of Islamic 

Microfinance products. A firm understanding of this topic is vital for a deeper exploration in our 

research. 

H4: Financial Literacy linkages a significant positive affiliation with Customer Access Islamic 

Microfinance Product 

H5: trust in financial institution linkages a significant positive affiliation with Customer Access 

Islamic Microfinance Product 
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Mediating Role of Trust in Financial Institutions 
The hypothesis shows Customer access to Islamic microfinance products has mediated the 

relationship of Islamic microfinance with Customer awareness of Islamic microfinance through 

Trust in financial Institutions (Tabrani et al., 2018). This concept is well established on Islamic 

microfinance and trust in financial institutions where huge literature is available and there are some 

targeted research in this connection as well (Obaidullah & Khan, 2011). Literature has shown that 

trust plays a rather significant role in the formation of behavior intent to use of financial products 

and, supports the combined role of trust in explaining how an individual tends to use the service 

by a financial institution (Vivek et al., 2012; Zhou et al., 2018). Financial institutions play crucial 

role in building stakeholder’s confidence by providing services beyond the simple transaction of 

principal (Cuevas & Fischer, 2006). For example, by hiring reliable personnel, by fostering a 

reputation for integrity and honesty, and by demonstrating the commitment to uphold ethical 

standards. Trust is very important for this system, and it creates changed motivation and 

empowerment so that the individuals are able to actively participate in these financial institutions 

(Manzoor, 2011).There is extensive empirical evidence to support the assertation that client 

confidence in financial institutions is reliably and significantly associated with a greater 

understanding of Islamic microfinance and, subsequently, client access to Islamic microfinance 

products (Shinkafi & Ali, 2018). Hence, client trust in financial institutions is found to have a 

strong impact on clients' financial decision-making and behaviors.  

An essential dimension of this trust is situated in clients’ understanding and awareness of 

these financial products and services and operates as an essential moderator within this construct 

(Chiu & Iris, 2016). This signals the possibility that having financial knowledge may indeed not be 

sufficient to change financial behaviors, thus, highlighting the vital nature of trust in negotiating 

the translation of abstract cognitions into concrete financial decision-making. Rohman et al., 

(2021) subsequent to an empirical investigation of Islamic Microfinance offer support to the 

contention that trust on the part of clients is critical in enabling client access to Islamic 

Microfinance products, a claim that has its theoretical provenance in (Wajdi Dusuki, 2008) and is 

corroborated by empirical evidence that clients’ trust in financial institutions impacts their 

participation in and utilization of Islamic microfinance programs. An awareness of Islamic 

microfinance thus indeed affects participation in and utilization of Islamic microfinance products 

and services, where an essential dimension of an awareness about these products and services, in 

turn is found to be confidence in financial institutions. 

It is, therefore, evidence-based that client access to Islamic microfinance products, which is 

found to be influenced by confidence in financial institutions (Tamanni & Haji Besar, 2019), affects 
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the understanding of Islamic microfinance. Trust is a critical aspect of financial enabling and 

operates as a mediator that redirect knowledge towards proper behaviors, and this study seeks to 

leverage both theoretical and empirical academic work on trust in Islamic microfinance to posit a 

theoretical and testable framework for understanding this mediation. 

H6: Trust in Financial Institutions mediates the relationship between Islamic Microfinance 

Awareness and Customer Access to Islamic Microfinance Products. 

H7: Trust in Financial Institutions mediates the relationship between finance literacy and 

Customer Access to Islamic Microfinance Products. 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual Framework 

METHODOLOGY 

Data Collection 
The research utilized a deliberate sample selection technique targeting Small businesses in 

Lahore, a significant economic hub. The choice of location aimed to ensure a representative sample 

due to Lahore's status as Pakistan's second-largest city in terms of population and economic 

significance. The method through which sample organizations were approached was through 

personal visits, questionnaires and briefings. Trust is established within the participants as you 

navigate trust in Islamic microfinance through rapport building and transparency with participants. 

The voluntary and confidential participation emphasis is critical as means to ensure integrity within 

the research process. 256 responses from multiple respondents from diverse organizations 

received.  

Measures 
All measurements in this study were gathered by using already established, widely accepted, 

dependable instruments that have been deemed valid and reliable. All variables were accessed using 

5-point Likert scale.  “Islamic Microfinance Awareness” was evaluated using six items from the 
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work of (M. Nabi & Aima, 2012). “Financial Literacy” was accessed using seven items from the 

work of (Rahim et al., 2016). Similarly, “Trust in Financial Institutions” is accessed using 11 items, 

which included five items of “Affect-based trust in financial institutions” and six items of 

“Cognition-based trust in financial institutions” from the study (McAllister, 1995). Nonetheless, 

“Customer Islamic Microfinance Products” was evaluated by using 20 items, which included nine 

items of “Relevancy (Quality) of Islamic Micro Financial Products/Services,” 5 items of 

“Accessibility of Islamic Micro Financial Services,” 3 items of “Usage of Islamic micro–Financial 

Services,” and three items of “Satisfaction with Islamic Financial Services” from the work of 

(Khamis, 2021). 

Analysis 

In order to achieve the research goals, the researcher utilized "Partial Least Squares 

Structural Equation Modelling" (PLS-SEM) method, which Hair et al., (2021) further developed 

after Gim & Ramayah, (2020) initially proposed. PLS-SEM was determined to be the most suitable 

method for this inquiry because of its ability to effectively manage scenarios involving small sample 

sizes, non-normal data distributions, formative assessments, and restricted sample sizes. Due to 

these characteristics, it is deemed the most suitable methodology for this research. 

Measurement Model Assessment 
Table 1 and Figure 2 display the research methods used to ascertain internal consistency, 

construct validity and convergent validity. To estimate reliability composite reliability was used 

over Cronbach's Alpha as recommended by Collier and colleagues. Study results for the Trust in 

Financial Institutions, Islamic Microfinance Awareness, Financial Literacy and Customer Access 

to Microfinance Products are presented in appended tables. 

RESULT & DISCUSSION 

The results showed robust internal consistency reliability. This was demonstrated with 

Cronbach's Alpha values from 0.877 to 0.943. These values showed high reliability for the 

measurement scales associated with each construct. In addition, the Composite Reliability (CR) 

values 0.908 to 0.949 further demonstrated the reliability of the measurement instruments. Further, 

the Average Variance Extracted (AVE) 0.497 to 0.665 values concluded convergent validity.  

Table 1: Convergent Validity 

Constructs Indicators Factor 
Loadings Alpha CR AVE 

Trust in 

Financial 

Institutions 

 

ABT1 0.783 

0.917 

 

0.930 

 

0.551 
ABT2 0.772 

ABT3 0.833 

ABT4 0.710 
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Constructs Indicators Factor 
Loadings Alpha CR AVE 

 ABT5 0.619 

CBT1 0.712 

CBT2 0.777 

CBT3 0.762 

CBT4 0.805 

CBT5 0.742 

CBT6 0.616 

Islamic 

Microfinan

ce 

Awareness 

AIM1 0.719 

0.943 

 

0.908 

 

0.623 

 

AIM2 0.730 

AIM3 0.742 

AIM4 0.725 

AIM5 0.636 

Financial 

Literacy 

FL1 0.644 

0.914 0.932 0.665 

FL2 0.770 

FL3 0.857 

FL4 0.869 

FL5 0.843 

FL6 0.833 

FL7 0.866 

Customer 

Access 

Islamic 

Microfinan

ce Products 

 

IMA1 0.825 

0.877 0.949 0.497 

IMA2 0.858 

IMA3 0.802 

IMA4 0.859 

IMA5 0.689 

IMA6 0.683 

QIM1 0.656 

QIM2 0.693 

QIM3 0.634 

QIM4 0.699 

QIM5 0.661 

QIM6 0.674 

QIM8 0.587 
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Constructs Indicators Factor 
Loadings Alpha CR AVE 

QIM9 0.735 

SIM1 0.687 

SIM2 0.787 

SIM3 0.801 

UIM1 0.628 

UIM2 0.753 

UIM3 0.798 

Table 2 shows the results of the discriminant validity test using Heterotrait-Monotrait 

(HTMT) ratios to assess four primary constructs: Financial Literacy (FL), Trust in Financial 

Institutions (IFI), Islamic Microfinance Awareness (IMA), and Customer Access to Islamic 

Microfinance Products (TFI). The HTMT ratios provide an indication as to whether pairs of 

constructs are likely to overlap or correlate. The HTMT ratio for FL vs. IFI is 0.814, a relatively 

high level that suggests Financial Literacy might not be distinct from Trust in Financial Institutions. 

The similar ratios of 0.777 for FL vs. IMA and 0.793 for FL vs. TFI raise similar concerns for 

overlap or correlation between Financial Literacy and Islamic Microfinance Awareness or 

Customer Access to Islamic Microfinance Products. 

The HTMT ratios for IFI vs. IMA (0.877) and IFI vs. TFI (0.783) also exhibit higher values, 

implying possible shared variance between Trust in Financial Institutions and Islamic Microfinance 

Awareness and Customer Access to Islamic Microfinance Products. However, the HTMT ratio of 

0.671 for IMA vs. TFI suggests comparatively better discriminant validity between Islamic 

Microfinance Awareness and Customer Access to Islamic Microfinance Products. 

In essence, the HTMT ratios in Table 2 highlight potential issues with discriminant validity, 

particularly between Financial Literacy and the other constructs, as well as some overlap between 

Trust in Financial Institutions and the remaining constructs.  

Table 2: Discriminant Validity (HTMT Ratio) 
  FL IFI IMA TFI 

FL         

IFI 0.814       

IMA 0.777 0.877     

TFI 0.793 0.783 0.671   

Table 3 provides the results of the discriminant validity analysis using the Fornell-Larcker 

criterion. This method assesses the distinctiveness of constructs by comparing the square root of 
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the average variance extracted (AVE) for each construct with the correlations with other 

constructs. Diagonal values in bold represent the square root of AVE for Financial Literacy (FL), 

Trust in Financial Institutions (IFI), Islamic Microfinance Awareness (IMA), and Customer Access 

to Islamic Microfinance Products (TFI). For Financial Literacy (FL), 0.815 is the diagonal value 

indicating the square root of AVE. Value 0.763, 0.715, and 0.738 are off-diagonal sides 

representing their correlations with other constructs IFI, IMA and TFI, respectively, Similarly, 

Trust in Financial Institutions (IFI) 0.705 as diagonal value and off-diagonal values 0.763, 0.807, 

0.736 are representing its correlations with FL IMA and TFI. 

Islamic Microfinance Awareness (IMA) has a diagonal value 0.789, and the off-diagonal 

values (0.715, 0.807, 0.605) represent correlations with FL, IFI, and TFI. Lastly, Customer Access 

to Islamic Microfinance Products (TFI) has a diagonal value of 0.742, and off-diagonal values 

(0.738, 0.736, 0.742) indicate correlations with FL, IFI, and IMA. The Fornell-Larcker criterion 

suggests that discriminant validity is supported when the square root of the AVE for each 

construct is higher than its correlations with other constructs. In this case, the diagonal values 

generally exceed the off-diagonal values, implying satisfactory discriminant validity among the 

constructs.  

Table 3. Discriminant Validity (Fornell Larcker) 
 FL IFI IMA TFI 

FL 0.815    

IFI 0.763 0.705   

IMA 0.715 0.807 0.789  

TFI 0.738 0.736 0.605 0.742 

 
Figure 2: Measurement Model 

Structural Model Assessment 
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Table 4 reports the outcomes of a comprehensive path analysis, delineating direct and 

indirect effects among different constructs within the studied model. Direct effects are elucidated 

as follows: Firstly, Financial Literacy (FL) exhibits a statistically significant positive direct effect on 

Trust in Financial Institutions (IFI) with a beta coefficient of 0.195 (T Statistics: 3.327, P Values: 

0.001). Similarly, FL demonstrates a highly significant positive direct effect on Customer Access 

to Islamic Microfinance Products (TFI) with a substantial beta coefficient of 0.624 (T Statistics: 

12.033, P Values: 0.000). Furthermore, Islamic Microfinance Awareness (IMA) manifests a 

significant positive direct effect on IFI (Beta: 0.489, T Statistics: 8.236, P Values: 0.000) and TFI 

(Beta: 0.159, T Statistics: 2.620, P Values: 0.009). Additionally, TFI presents a significant positive 

direct effect on IFI, denoted by a beta coefficient of 0.297 (T Statistics: 6.060, P Values: 0.000). 

Moreover, the analysis uncovers notable indirect effects. Specifically, the indirect effect of 

FL on IFI through TFI is highly significant, with a beta coefficient of 0.185 (T Statistics: 5.683, P 

Values: 0.000). Likewise, the indirect effect of IMA on IFI through TFI is significant, exhibiting a 

beta coefficient of 0.047 (T Statistics: 2.280, P Values: 0.023). The path analysis elucidates 

significant direct relationships between Financial Literacy, Islamic Microfinance Awareness, Trust 

in Financial Institutions, and Customer Access to Islamic Microfinance Products. Additionally, the 

study unveils impactful indirect effects, shedding light on the influence of Financial Literacy and 

Islamic Microfinance Awareness on Trust in Financial Institutions through the mediating variable 

of Customer Access to Islamic Microfinance Products. These findings contribute valuable insights 

to understanding the interplay between the examined constructs. 

Table 4. Path Analysis 
Direct Effect Beta T Statistics P Values LL UL 

FL -> IFI 0.195 3.327 0.001 0.094 0.287 

FL -> TFI 0.624 12.033 0.000 0.533 0.704 

IMA -> IFI 0.489 8.236 0.000 0.393 0.584 

IMA -> TFI 0.159 2.620 0.009 0.059 0.258 

TFI -> IFI 0.297 6.060 0.000 0.217 0.378 

      

Indirect Effect Beta T Statistics P Values LL UL 

FL -> TFI -> IFI 0.185 5.683 0.000 0.131 0.239 

IMA -> TFI -> 

IFI 
0.047 2.280 0.023 0.015 0.083 
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Figure 3. Structural model 

DISCUSSION 
The examination and ramifications of this research reveal significant revelations regarding 

the intricate workings of Islamic microfinance, illuminating the connections among crucial factors, 

including customer access to Islamic microfinance products, financial literacy, awareness of Islamic 

microfinance, and trust in financial institutions. 

The study's results confirm the dependability of the measurement instruments we 

developed. This is further supported by Cronbach's Alpha and Composite Reliability values, which 

demonstrate strong internal consistency reliability (ranging from 0.877 to 0.943 and 0.908 to 0.949, 

respectively). Convergent validity is confirmed by the Average Variance Extracted (AVE) values, 

which vary between 0.497 and 0.665. These values indicate that the measurement instruments 

effectively capture the intended constructs. 

Path analysis has allowed to identify both direct and indirect connections as constructs are 

linked in this investigation. Financial literacy enhances Customer Access to Islamic Microfinance 

Products and Trust in Financial Institutions. Awareness of Islamic microfinance similarly enhances 

Customer Access to Islamic Microfinance products and Trust in Financial Institutions. Including 

Customer Access to Islamic Microfinance products as a mediating factor, has increased 

understanding of the complexity of interactions among and between financial literacy, awareness 

of Islamic microfinance and trust in financial institutions. 

From these findings, we see a number of practical implications for financial institutions, 

including policymakers and community stakeholders interested in Islamic microfinance initiatives. 

Policymakers can formulate targeted financial literacy strategies that allow communities to build 

considerable competence with the nuances of Islamic microfinance. 
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Financial institutions that embrace ethical behaviour will be able to cultivate customer trust 

within the community, making it more likely in turn that these institutions are able to offer Islamic 

microfinance products. Finally, community stakeholders will benefit from customized 

communication campaigns which generate mutual understanding and foster engaged participation. 

CONCLUSION 
By exploring the interdependent relationship among Islamic Microfinance Awareness, 

Financial Literacy, Trust in Financial Institutions, and Customer Access to Islamic Microfinance 

Products, the present study thoroughly deliberated the convoluted dynamics of Islamic 

microfinance. The theoretical framework advanced in the present study, drawing on the tenets of 

behavioural economics and Theory of Social Capital, has provided a comprehensive lens to 

understand the nuanced dynamics at play in Islamic finance. 

These insights are useful for researchers, policymakers, and financial institutions. The 

priority given to focus awareness initiatives is consistent with the need for a deeper understanding 

of the ethical dimensions and benefits of Islamic Microfinance, while by capitalising on the positive 

association between financial literacy and trust, financial institutions can enhance their client 

education efforts, in turn developing a more informed, smarter clientele. The notion that trusts act 

as mediators in enabling customers to obtain Islamic Microfinance products implies that financial 

institutions can implement pragmatic approaches to establish and sustain trust by promoting open 

and honest communication and upholding ethical standards.  

With the continuous development of the Islamic finance sector, these results establish a 

fundamental basis for subsequent investigations and pragmatic interventions. By integrating 

awareness-raising programs into more comprehensive financial literacy endeavours, policymakers 

can foster an atmosphere encouraging individuals to utilize specialized financial services and reap 

their benefits. This research enhances the body of knowledge regarding Islamic microfinance by 

providing a nuanced analysis of the interconnections between crucial determinants. The 

knowledge acquired from this research facilitates additional investigation, promoting a deeper 

understanding of Islamic microfinance's social and economic ramifications in various 

communities. 

Theoretical Contribution 
This research presents a significant theoretical contribution, making an informed and critical 

examination of the interconnections between Islamic Microfinance Awareness, Financial Literacy, 

Trust in Financial Institutions and Customer Access to Islamic Microfinance Products. The 

current study offers a contribution to the literature by extending the application of the behavioral 

economics principles in understanding how financial literacy influences trust in financial 

institutions, particularly in the context of Islamic microfinance. Furthermore, this research 
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uniquely discusses the ethical aspects of financial transactions from an Islamic perspective, 

revealing how compliance with ethical standards influences the perceptions of financial institutions 

by the public. This cross-cultural application of the relationship between financial literacy and trust 

also constitutes a significant theoretical contribution, expanding the discourse. Most noteworthy, 

however is its novel and hitherto un-researched exploration of the roles of Islamic Microfinance 

Awareness in determining customer access to Islamic Microfinance products and trust in financial 

institutions. The study proposed theoretical framework introduces the mediating role of trust in 

financial institutions by which it is explained how trust facilitates the translation of peoples’ 

financial literacy into their actual financial decisions. In essence, the study not only contributes 

theoretically but also in practice.  

Practical Implications 
The practical implications of this research are substantial for stakeholders, such as 

policymakers, financial institutions, and researchers, in the Islamic microfinance sector. One 

primary insight that can be gathered from this research is the need for focused awareness 

campaigns. Using the findings in this research, the policymakers can run campaigns to create 

awareness of Islamic microfinance. By providing the implications and advantages of involvement 

with Islamic Microfinance, these campaigns can build confidence among potential clients in order 

to participate in this new financial sector. 
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