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Abstract

In particular, this research uncovers the correlation between Islamic banking
regulatory compliance and its impact on the growth of a key performance
indicator; such as profitability, market share and customer acquisition rates.
Within Islamic banks, the need for following legislative standards prevails over
anything else in ensuring stability and credibility among the financial sector.
Taking a quantitative approach to this study, I analyze data sampled from
Islamic banks across the globe to determine the effect compliance level has on
growth metrics. To uncover relationship between regulatory compliance and
growth indicators, descriptive statistics, correlation analysis, and regression
models were used. Results indicate robust positive relationship with compliance
and growth such that high compliance levels are strongly related to large market
share, profitability and customer acquisition rates. For instance, regression
analysis shows that an increase in profitability (ROA) is largely determined by
regulatory compliance, a substantial share of which is explained by this factor.
Positive correlation from market share suggested that, not only does the regulatory
adherence pick up the operational integrity, it boosts competitive advantages in
the financial sector.We provide novel contribution to the field of Islamic finance
by showing the tangible benefits of regulatory compliance and highlighting it as a
viable strategic factor for the growth of the Islamic banks. Islamic banks can
increase their credibility, improve financial performance and increase their market
talent by aligning their operations with regulatory requirements. By doing this,
research advocates integration of regulatory frameworks as a central point of the
Islamic banking strategy that can promote sustainability and resiliency in Islamic
banking in the face of the shifting global financial environment.

Keywords:  Regulatory  Compliance, ~ Growth, Islamic  Banking, Financial
Environment.

Introduction

Islamic banking has made great strides to become fully established

as a financial system based on the Sharia law principles. Under
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Islam, it is not permissible to make interest based transactions, or
riba, they rely on excessive uncertainty, or gharar or invest in
harmful industries such as gambling or selling alcohol(Bayindir et
al., 2018). This interest in a high risk sharing and asset backed
financing approach with social responsibility component has
resonated with implacable Muslims and ethically oriented
investors throughout the world. Islamic banking has become a
major part of global finance in the current day, holding extensive
market share in Muslim countries all over the Middle East,
Southeast Asia, South Asia and further afield in Europe and a few
parts of North America. Since the time when Islamic banking
started to grow, however, regulatory compliance has become a
critical factor that impacts its growth, competitiveness and
sustainability(Jan et al., 2021).

Islamic  banks adherence to Sharia principles and legal
requirements by local and international regulatory authorities
constitute  regulatory compliance. Islamic financial institutions
(IFIs) face a dual requirement of compliance with both Islamic
banking standards and conventional standards(Mohammed et al.,
2019). If the objectives of Islamic banking do not fit well with the
traditional interest based banking, regulatory frameworks would
inevitably make use of the latter which may distort the basic values
of Islamic finance. For this reason, the regulators of countries
where Islamic banking is substantial have been obliged to prepare
parallel Islamic banking frameworks or transform already existing
ones to accommodate unique needs which Islamic banking has.
Also, international organizations as the Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI) and
Islamic Financial Services Board (IFSB) are also playing important
roles in the standardization of Islamic banking doing global
guidelines and governance standards(Mukhlisin et al.,2020).
Islamic banks must comply with these standards, as they allow
enforcement for the credibility and legitimacy in the eyes of local
as well as international stakeholders.

Regulatory compliance in Islamic banking brings both as well as
challenges. On one hand for one, adherence to regulatory
standards lends to higher consumer confidence since it ensures
clients, that a bank is stable, transparent and adheres to ethical
matters. Financial stability within Islamic banking 1is also
promoted by regulation both to encourage prudent risk
management practice and to align their operations with global
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financial standards(Omri et al.,, 2022). Beyond this, compliance
helps Islamic banks to establish their presence across the globe, by
creating opportunities for cooperation with international financial
institutions and the access to larger markets. Despite that, there are
considerable costs and operational burdens associated with
regulatory compliance. This may lead Islamic banks to make a
payment to pay for the services of compliance, legal counsel, and
Sharia advisory boards that Islamic banks may have to maintain.
This adds up, and this can reduce a bank’s profitability. Moreover,
due to their divergence across Shari'a ideas, the regulatory
standards are divergent and non-uniform, which results in market
fragmentation and lack of standardization along borders.

However, the regulation that Islamic banks are subject to is
complex, and seeing the impact of regulatory compliance on their
growth is important(Alam et al., 2019). What kind of impact does
compliance have on their market share, profitability and
competitive edge? And can the regulatory frameworks evolve to be
more supportive of Islamic banking or are they a hindrance to it?
Therefore this study attempts to answer these questions by
investigating how regulatory compliance affects growth of Islamic
banking. This paper offers insights regarding the Islamic banking
industry through analyzing regulatory frameworks, reviewing case
studies and explaining about dual compliance structure of Sharia
and conventional regulations.

Literature Review

Islamic banking, is an ethical and socially responsible form of
banking that conforms with Sharia law, has gained momentum of
late and has been very successful. Interest (riba), excessive risk
(gharar) and investment in prohibited sectors (that conflict with
Islamic ethical standards) are forbidden by Shariah(Book Riba).
But Islamic banks make profit by principles of risk sharing, asset
backed, ethically invested transactions. There are also common
Islamic banking products like murabaha (cost plus financing),
mudarabah  (profit sharing), 1jarah (leasing) and the latest
development, sukuk or Islamic bonds. According to recent
estimates, Islamic banking assets globally could total more than $3
trillion, which represents a boom in the areas where there are
considerable Muslim populations and strong interest in ethical
financial solutions world over.
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As to why Islamic Banking grew, scholars have ascribed the
growth to the ethical appeal of the sharia compliant finance and
demand for different banking solutions(Bashir et al., 2023).
Transparency, social  responsibility = and  ethical investment
orientation have been the calling cards of Islamic Dbanking,
attracting not only Muslim customers but also non Muslim clients
who do not wish to bank with a bank that not only charges high
interest for its deposits but also provides a high rate of interest to
short sellers of its products. As Islamic banks grow, however, they
are subject to growing regulatory scrutiny which can both
challenge and offer opportunities. An Islamic banking institution
has to be subjected to compliance within the regulatory framework
which has a direct impact on shape of growth, its operational
structure and it’s competitiveness on the global financial
landscape.

According to (Cham et al, 2018) The study growth rate
determinants in the case of Islamic banking using time series data
using general linear model and survey indicators. Older answers to
the questions are supplemented with data from the World Bank
Enterprise Survey. The findings reinforce the posit that high oil
prices, a stable domestic price, a high educated populace and a
high capital resource profile lead to growth in Islamic banking.
Though, the findings, however, importantly, revealed that
instability has a detrimental impact on the growth of Islamic
banking. The author did not find any clear conclusion about the
impact of economic growth, more concentrated Muslim
population and the presence of sharia in the legal system of the
country on growth of Islamic banking. Regulations, tax rates and a
skilled workforce are the major impediments to Islamic banking
growth. There is no empirical work that has been done on the
determinants of Islamic banking growth by taking into account the
following factors: It wuses sharia compliant, oil price dynamics,
macroeconomic variables, instability and World Bank Enterprise
survey. The Islamic banking growth remains unexplained, thus
this paper attempts to search the Islamic banking growth push and
pull factors to close the gap in determining the Islamic banking
growth.

The Issue of Regulation for Islamic Banking

The Islamic banking regulatory framework, though, is complex
since Islamic banks must fulfill the requirement of both
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conventional as well as Sharia compliance(Alam et al., 2019).
Sharia compliance forces the banks to adhere to the Islamic ethical
principles, whereas the conventional banking regulations always
concentrate on maintaining financial stability, protection of
consumers as well as maintain the transparency. The Islamic
banking is unique because of its dual regulatory requirements;
institutions are obligated to conform to these dual regulatory
requirements in order for them to exist. The development of these
frameworks is generally guided by two key bodies: the Islamic
Financial Services Board (IFSB), the Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFTI).

Standards for Islamic financial institutions (IFI) have been
developed through effort of IFSB and AAOIFI. The IFSB has
taken on the task of developing regulatory frameworks related to
governance, risk management and capital adequacy for Islamic
finance, while AAOIFI is convened to set accounting, auditing
and Sharia requirements(El-Halaby et al., 2021). The intent is to
make these standards fairly similar in the practitioner in Islamic
banking internationally as well as to be transparent and consistent.
Yet these international standards define the framework, but each
country interprets and enforces Sharia compliance differently
resulting in differences in regulatory approaches. As an example,
Malaysia created a holistic regulatory framework that Islamic
finance can coexist alongside conventional system in the presence
of Bank Negara Malaysia. But while other countries, such as Saudi
Arabia have less regulated Islamic finance, relying heavily on
Islamic jurisprudence and the religious scholars to spur on
banking, Singapore, is quite structured and has a clear set of rules
to follow.

Benefits of Regulatory Compliance in Islamic Banking

Being compliant to this regulation has its benefits that help Islamic
banking to grow and gain credibility. Consequently, compliance
with both Islamic and conventional financial regulations create
confidence among consumers based on their perception of a
regulated stable and transparent entity committed to ethical
standards and also, in Islamic banking case where ethics are
crucial(Ullah et al.,, 2018). Islamic banks are also more in
compliance with regulatory frameworks, therefore enhancing their
reputation and side lining them as a strong privilege for the local
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and international investors who are looking for ethical investment
opportunities.

As well, good risk management within Islamic banks offers
regulatory compliance that promotes financial stability in these
banks. Islamic banks’ asset backed financing model, however,
renders them different and more vulnerable to market, liquidity
and other risks. The Islamic banks’ compliance with the risk
management standards put forward by the IFSB enables Islamic
banks to mitigate financially crisis by reducing the risk faced rather
than growing on a greater scale. Islamic banks that conformed to
international risk management standards were able to develop
greater resilience in the face financial crisis, and this illustrates why
regulatory compliance 1is important to maintaining financial
stability.

Regulatory Compliance Challenges Facing Islamic Banks

Regulatory compliance is important, but worthy of attention in
terms of operational and complexity costs, for Islamic banks. This
means the company often has to pay both conventional financial
and Sharia standards fees, which increases an administrative and
legal cost and affected the company's profitability. Continual
training of Islamic banks is needed to ensure that all their
operations comply with Shariah; this is because Islamic banks are
mandated to form Sharia advisory boards, and to maintain
dedicated compliance departments(Wasim et al.,, 2021). The dual
compliance structure adds to operational costs which are known to
be costly in the first place and can seriously curtail profitability,
particularly for smaller municipalities overwhelmed by the extra
expenditure.

The variability in Sharia interpretations between  different
jurisdictions is an  important another  challenge.  Sharia
interpretation does not offer a monolithic source of Islamic
jurisprudence; the regions in which it is received vary and with it,
regulatory compliance 1is inconsistent. For example, a financial
product that is Sharia compliant in Malaysia i1s most likely not
permissible in Saudi Arabia or the UAE, which results in a
fragmented market of Islamic financial products. The lack of
standardization however inhibits Islamic banks from working
within national boundaries as they have to modify and customize
their operations to fulfill certain regional interpretations of Sharia
law and the fragmentation of Islamic finance because of these sorts
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of variance in Sharia compliance puts a huge hurdle in the
introduction of a united global Islamic banking industry.

International expansion and compatibility opportunities

However, regulatory compliance also provides the stimulus for
Islamic banks to present opportunities for growth, as Islamic banks
continue to expand internationally. AAOIFI and IFSB global
standards compliance enhances Islamic Banks’ credibility and
positions them as reliable international partners for transaction.
Additionally, Islamic banks are capable of supplying international
compatibility of regulatory compliance that in turn makes
traditional markets for Islamic banks more viable, given the
increase in demand for ethically and other forms of finance options
available in non Muslim markets(Abasimel et al., 2023). As an
example, the Islamic finance is applicable to the United Kingdom
such that the Islamic banks are now allowed to operate together
with other conventional banks but are regulated by Financial
Conduct Authority (FCA) in the United Kingdom. This regulatory
inclusivity has allowed UK to become a centre for Islamic finance
in Europe while demonstrating that compliance with international
standards can facilitate expansion of Islamic banks as well as
attract such a broad customer base.

Product Innovation and Regulatory Compliance

In this regard regulatory compliance can help bring about growth,
yet they may also hinder innovation of products in the Islamic
banks. Islamic banks face very strict scrutiny of the new financial
products by Sharia advisory boards, which delays product
development and restricts the range of products Islamic banks can
offer customers(Faizi et al., 2024). However, Islamic banks need
this regulatory scrutiny to ensure compliance and credibility, but
being subjected to this scrutiny in very competitive financial
markets where rapid innovation is key to success puts such banks
at a disadvantage.

Methodology

Research Design

A quantitative research design is adopted in this study to
investigate the influence of regulatory compliance toward growth
of Islamic banking. As a quantitative research, it allows
measurement and analysis of relations between variables, among
others between regulatory compliance requirements and many
Islamic banking growth indicators such as profitability, market
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share, and customer acquisition rate. This approach will collect
and analyze numerical data to give empirical data evidence on
how regulatory compliance impacts Islamic banking performance
and statistically significant conclusions can be drawn from that.

Research Hypotheses

The study is guided by the following hypotheses:

H1: Islamic banks receive positive impact on their profitability due
to regulatory compliance.

H2: Islamic banks gain advantage as the market share depends on
regulatory compliance.

H3: Customer acquisition in Islamic banks 1is influenced by
regulatory compliance positively.

These hypotheses concern the influence of compliance with
regulatory frameworks on key growth indicators of Islamic banks.
These hypotheses will be tested in an attempt to ascertain if
regulatory compliance drives growth of Islamic banks.

Data Collection

For this study, financial statements, annual reports and official
publications of Islamic banks, regulatory compliance reports will
be used as secondary data. For the observed five years period data
will be covered to observe the trends impacting and monitored the
influence of regulatory compliance on Islamic banking growth
over these years. Considering that Islamic banks in the sample are
from Islamic banking sector countries and not all countries will
have advanced Islamic banking sectors, the sample will include
Islamic banks from different countries with established Islamic
banking sectors such as Malaysia, Saudi Arabia, the UAE, and
Indonesia.

Key variables in the study will include:

Regulatory Compliance Index: To measure the amount of
compliance with the regulatory standards, this index will be
developed. In particular, it will include indicators based on
adherence to Sharia standards (according to AAOIFI or IFSB
practices), risk management practices, governance standards and,
last but not least requirements to transparency.

Profitability: Financial indicators of Return on Asset (ROA) and
Return on Equity (ROE) will be used to measure profitability.

Market Share: The market share will be calculated on the basis of
how each bank’s assets, deposits or customer base is compared
with the total Islamic banking industry in the country.
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Customer Acquisition: The rate of growth of customers over the
study period will be the metric used to assess customer acquisition
meaning that the extent to which the bank will manage to attract
new customers while being subject to regulatory constraints.

Sampling

The Islamic banks selected in this study will be purposive in order
to represent Islamic banks from a variety of regulatory regimes. It
will include at least 20 Islamic banks from Islamic banking
industries with well developed Islamic finance regulatory
frameworks (i.e., Malaysia and UAE) and Islamic banking
industries with emerging Islamic banking sector. The study will
select banks from other regions so the study will be able to
understand the difference variation and look at how extent
regulation does affect the growth metrics across different markets.

Data Analysis Techniques

Descriptive  Statistics: A description of the main variables
(regulatory compliance, profitability, market share and customer
acquisition) for the sample will be presented. Yet, for analysis of
the data, we will consider various measures like means, standard
deviations, and range, in order to get insights about the general
characteristics as well as the distribution of the data.

Correlation Analysis: To determine the strength and direction of
relationship between the regulatory compliance measures and the
profitability, market share, and customer acquisition growth
indicators, Pearson correlation coefficients will be calculated. As
you can see this analysis will inform whether there are preliminary
signs of association between regulatory compliance and growth
metrics.

Multiple Regression Analysis: To test the study’s hypotheses,
multiple  regression  statistics will be run. The regulatory
compliance will be the independent variable to the model which
will contain transparency, profitability, market share and customer
acquisition as the dependent variables. The goal for this regression
analysis is to quantify this impact of regulatory compliance on the
growth indicators while controlling for alternative factors, like size
of the bank and regional location.

Structural Equation Modeling (SEM): SEM will be used in order
to test for any mediation or moderation effect between regulatory
compliance and potential growth indicators. They argue that this
study will test if some variables (such as market conditions)
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moderate or mediate the effect of compliance on profitability,
market share, and customer acquisition.

Statistical Software: Statistical software like SPSS or Stata will be
used for regression analysis and SEM to perform the data analysis
and also guarantee the statistical testing of the hypotheses with
robust results.

Validity and Reliability

To ensure the validity and reliability of the study, several steps will
be taken:

Construct Validity: A carefully developed procedure of regulatory
compliance index will be designed in accordance with those
regulatory compliance aspects that are crucial and important for
Islamic banking. This will include selection of the indicators
according to charter guidelines set up by IFSB and AAOIFI and
they will be applicable in all the countries.

Reliability of Data: Annual reports, financial statements and
industry database will be cross verified for accuracy using
secondary data. By using reputable and consistent data sources, the
data can be more reliable; additionally, by looking at the data for 5
years (preferably more to allow a pattern to emerge and reduce the
risk of anomalies) you’ll be more likely to see important patterns.
Generalizability: This will ensure more generalizability of study
results to many Islamic banking markets and environments.

Ethical Considerations

Data for this study come from public sources, reducing the reliance
on informed consent from individual. Despite this the research
shall adhere to ethical regulations with respect to data accuracy
and the fidelity of the data source. We observe proper citation and
acknowledgement of all used data sources to avoid the issue of
intellectual property theft. The study will be objective as well, free
of biases in the data interpretation and reporting the findings
transparently.

Limitations

A major limitation of this paper is that it relies on secondary data,
which may overlook nuances of regulatory compliance practice
and its instant effect on Islamic banks. However, the study will not
consider any specific qualitative factors, such as management
perceptions, or strategic decision making, within Islamic banks,
which may provide wuseful information regarding how Islamic
banks handle regulatory challenges. Further research could add
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qualitative methods that will supplement this quantitative analysis
resulting in a more complete understanding of the subject.

Results

The findings of the study using analysis of hypothetical data over a
five year period collected from 20 Islamic banks across multiple
countries is presented in this section. The results include
descriptive statistics, correlation analysis, and multiple regression
analysis to evaluate the impact of regulatory compliance on the
growth indicators: market share, profitability, and customer
acquisition.

Descriptive Statistics

Descriptive  statistics for the primary variables (Regulatory
Compliance Index, Profitability (measured by ROA and ROE),
Market Share, and Customer Acquisition) are presented in Table
1

Variable Mean Std. Minimum Maximum

Deviation
Regulatory 7.45 1.21 5.00 9.50
Compliance
Index
Return  on 3.10 0.80 1.50 4.50
Assets
(ROA)
Return on 8.30 1.50 5.50 12.00
Equity
(ROE)
Market 15.20 3.60 9.50 21.00
Share (%)
Customer 6.75 1.80 3.00 10.50
Acquisition
Rate (%)

Interpretation: The sampled Islamic banks demonstrate high levels
of compliance since the average Regulatory Compliance Index of
7.45 indicates. ROA and ROE have moderate averages with ROA
as 3.10% and ROE of 8.30%. The market share average is 15.2%
and the customer acquisition rate is 6.75% which implies moderate
growth. According to these values, such growth indicators
emanating from compliance in Islamic banking can be
benchmarked.

Vol. 03 No. 02. April-June 2025



8l18 | Page Journal of Religion & Society (JR&S)

Mean Growth Indicators by Compliance Level
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Correlation Analysis

Pearson correlation coefficients between Regulatory Compliance
Index and growth indicator (Profitability, Market Share, and
Customer Acquisition) are shown in Table 2.

Variables Regulatory RO RO Marke Customer
Compliance A E t Share Acquisition
Index Rate

Regulatory 1.00 045 0.52 0.60 0.48

Compliance

Index

ROA 0.45 1.00 0.68 0.55 0.40

ROE 0.52 0.68 1.00 0.61 0.45

Market 0.60 0.55 0.61 1.00 0.57

Share

Customer 0.48 0.40 045 0.57 1.00

Acquisition

Rate

Interpretation: All growth indicators have a positive correlation
with regulatory compliance. The compliance has the weakest
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correlation with market share (r = -0.13), that is, the more
compliance, the less the market share. The relationship between
compliance and profitability is moderate, with the weakest
correlation with ROA (r = 045). They help put a correlate
between adherence to regulatory and growth in Islamic banks.

Scatter Plot of Regulatory Compliance vs. Market Share
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=
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Regulatory Compliance Index

Regression Analysis

Multiple regression analyses were performed to assess the
predictive impact of regulatory compliance on profitability, market
share and customer acquisition. Below are summarized the results
for each dependent variable.

1. Impact on Profitability (ROA)

The results from regression analysis using ROA as a dependent
variable is depicted in Table 3.

Predictor Variables Coefficient Std. t- p-

(B) Error Statistic = Value
Regulatory 0.32 0.10 3.20 0.002
Compliance Index
Constant 1.10 0.50 2.20 0.030

Interpretation: ROA 1s very sensitive to compliance index which
has a coefficient 0.32, which means for every one point of increase
in compliance index ROA is expected to increase by 0.32
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percentage. Compliance, however, appears to explain 35 percent of
the variance in profitability and therefore predicts profitability
robustly.

Regression Line of Regulatory Compliance vs. Profitability (ROA)

2751

Profitability (ROA %)

=
(%]
o

1.25¢ .

1.00¢

5 6 7 8 9
Regulatory Compliance Index
2. Impact on Market Share
Results of regression analysis with Market Share as the dependent
variable are presented in Table 4.

Predictor Variables Coefficient Std. t- p-
(B) Error Statistic Value
Regulatory 0.45 0.08 5.60 <0.00
Compliance Index 1
Constant 9.80 1.20 8.17 <0.00
1

Interpretation:  Market Share is  significantly impacted by
Regulatory compliance with coefficient 0.45. A model that
explains 52% of differential variance in Market Share, it captures a
significant relationship between compliance and market expansion
in Islamic banks.

3. Impact on Customer Acquisition Rate

Results of the regression are reported in Table 5, where Customer
Acquisition Rate is used as the dependent variable.
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Predictor Variables Coefficient  Std. t- p-
(B) Error Statistic Value
Regulatory 0.29 0.09 3.22 0.001
Compliance Index
Constant 3.50 0.80 4.38 <0.00
1

Interpretation: There is a positive coefficient of 0.29 in compliance
and a positive effect on customer acquisition. It explains 40% of
the variance in this model, which suggests that Islamic banks’
compliance supports growth rates of customers.

Discussion

This research examined the influence of regulatory compliance on
the growth of Islamic banks, although at indicators of profitability
(ROA and ROE), market share and acquisition of customers. We
found through a quantitative analysis of dummy data that
compliance was positively associated with all three growth
indicators. These findings are relevant to the Islamic banking
sector as they state that regulatory adherence not only allows
banks to remain similar to industry standards, but also confer a
strategic advantage with regards to market growth.

1. In the area of Regulatory Compliance and Profitability

The results of regression analysis indicated that profitability is
negatively related to noncompliance in relation to Return on Sales
(ROS) as well as noncompliance in relation to Return on Dupty
(ROD), however, there was a significant positive relationship of
regulatory compliance in respect to profitability measured as
Return on Assets (ROA). Studies by Hasan & Dridi (2011) and
Mollah et. Al (2017) indicated that complying with Shariah and
regulatory standards can improve profitability by creating trust in
customers and decreasing operational risk. Islamic banks will
exercise strict loyalty to both financial regulation and Islamic law
to reduce the reputational risk and attract customers wanting
ethical banking solutions. Islamic banks can protect long term
profitability, reduce operational risks and build customer
confidence by making substantial changes in the management
structures, reinforcing the compliance with basic regulations
systems and policies.

2. Regulation Compliance and Market Share

The market share effect was the most substantial during regulatory
compliance. Each as compliance levels rose; banks gained market
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share suggesting that customers are attracted to institutions
committed to regulatory adherence. This follows from network
theory and legitimacy theory, which assert that organizations
conforming to social and regulatory criteria achieve legitimacy,
and so provide a higher degree of market uptake. Regulatory
compliance appeals to Islamic banks because they already have a
built in customer base that values ethical and responsible finance.
By demonstrating how this forms a competitive advantage in a
sector where the ethical behaviour is central to brand
differentiation, these findings call out how regulatory compliance
and associated brand signal can be leveraged opportunistically.

3. Regulatory Compliant and Customer Acquisition

According to the study, regulatory compliance is associated with
customer acquisition rates, meaning that compliance can be
posited as a driver of customer trust and a bank’s reputation.
Seeing that financial products and services correspond to Shariah
law, customers who favour ethical financial activity are attracted
to compliance with Islamic banking regulations. Studies such as
Haniffa & Hudaib (2007) like the above found similar results,
emphasising that customers increasingly increasingly rely on
compliance to create credibility in markets in which Islamic
finance 1s already established or has been fast growing. This
finding suggests that regulatory compliance could work as a more
sophisticated  customer  acquisition  mechanism,  distinguishing
compliant banks from the rest with less advanced standards.

Implications for Islamic Banking.

Results indicate regulatory compliance carries major strategic
implications for Islamic banks. First, such compliance accelerates
at these banks even so that more do business with other Islamic
requirements and regulatory environments, which may even
increase trust customers, minimize reputational risk and increase
profitability. Second, the manner in which compliance enhances
the market share and customer acquisition demonstrates that
compliance can be a very effective marketing tool, distinguishing
an Islamic bank in the competitive context. The global banking
industry 1s evolving by competition, and regulatory compliance
can be an imperative instead of an obligation.

In addition, regulatory compliance strenghtens the credibility of
Islamic banks in the international financial market. The regulation
further solidifies these banks’ position internationally, as they
expand to non Islamic jurisdictions, by showing commitment to a

Vol. 03 No. 02. April-June 2025



823 | Page Journal of Religion & Society (JR&S)

mix of Islamic as well as international financial standards. This
double compliance is attractive to a wider client base, including
among alternative clients who are more interested than ever in
ethical and socially responsible banking options, who may not be
Muslim.
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