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Creating a Religious Identity and Impression Management by Islamic Banks
Abstract

Purpose - Islamic banks place significant importance on their religious identity, prompting the
utilization of impression management strategies to emphasize such identity. This paper seeks to
discuss the motivations behind employing impression management in the creation of religious
identity by Islamic banks, and to explore the use of religious symbols and language as a form of
religious rhetoric. It is argued that to counteract the threats to their religious identity, Islamic banks
employ impression management techniques, predominantly through the inclusion of religious
symbols and rhetoric.

Design/Methodology/Approach - An empirical exploratory study, utilizing content analysis, was
conducted on the annual reports of the largest Islamic banks for the year 2022. The analyses
involved a total of 39 banks based on a filtered list from The Banker’s Top Islamic Financial
Institutions of 2022. A manual content analysis was undertaken to extract religious symbols,
images, and contents.

Findings - The findings reveal the use of impression management techniques that emphasize the
religious identity of these banks. Notably, Islamic banks consistently reaffirm their commitment
to Sharia compliance and disclose their contributions to Zakah. In addition, the analysis reveals
the incorporation of Quranic verses, religious iconographic images, and other religious rhetoric
statements in the annual reports of many Islamic banks.

Research implications - The analysis concludes that the assertion by Islamic banks that their
guiding principles are rooted in Islamic values are supported by the religious terminology and
imagery embedded in their annual reports. Alongside mere religious symbolism, the terms and
images are integral part of the corporate identity of the Islamic that not only sends persuasive
signals to stakeholders but also help build an impression on the activities of the IBs.

Originality/Value — Impression management has been a key objective and strategy of companies.
This study aimed at exploring whether and how IBs used religious symbolism as an integral part
of impression management and corporate identity.

Keywords Impression Management, Religious Identity, Islamic Banks, Religious Symbolism.

1. Introduction

Similar to people, businesses have an ongoing interest in how others perceive and evaluate them
(Leary & Kowalski, 1990). Shaping the perceptions of different stakeholders, including
employees, owners, and customers, is vital for organizations. Impression management (IM)
represents actions and behaviours that actors use to shape how they are seen by others (Bolino et

al., 2016, p. 377). Bolino et al. (2016) argue that IM involves creating a new, desired image or



maintaining and protecting a current image. Such action shall be motivated by the ultimate goal of

benefiting the organization's key stakeholders.

Islamic Banks (IBs) are those financial institutions that claim to follow Islamic principles
(Sharia) in their business transactions (Maali et al., 2006, p. 267). IBs provide financial services
to Muslims in accordance with Islamic economic principles. IBs structure their transactions so that
they do not incorporate the receipt or payment of interest (usury); transactions are based on profit
and loss sharing and on mark-up arrangements (Yaya et al., 2021), and a system that promotes an
equity-based economic system for shared prosperity (Rahman et al., 2020). Religious identity and
being "Islamic" is the main motive of why customers of Islamic banks choose to deal with these

banks (Kaakeh et al., 2018; Hassan et al., 2022).

Although IBs have been created with the objective of providing financial services that comply
with Islamic Sharia, there have been growing criticisms of IBs for replicating conventional
financial transactions (Kuran, 1995; Khan, 2010; Maali et al., 2021). For instance, Saeed et al.
(2023) argue that IBs may sacrifice religious principles while serving some financially profitable
consumer groups. In addition, the view that many IBs transactions are "Not-Islamic" in substance
would affect the operation and identity of and trust on IBs. For this, and as a legitimization strategy,
IBs would use religious rhetoric in their annual reports and other publications to affect, shape, and

control the perceptions of different stakeholder groups toward their transactions.

A religious identity is at the centre of IBs business model. Trust of the stakeholder on the
Islamic financial system is broadly moderated by the fact that Sharia is “by default” integrated into
the operational procedures (Igbal ef al., 2018). The sense of sustainable, stable, and long-term
Islamic economic development is believed to be possible because Islamic financial system utilises
norms established by the Sharia that restricts excessive risk-taking by Islamic banks (Yoon et al.,
2021; Hassan & Rashid, 2017). The intercalated version of the FinTech, corporate governance,
and even Corporate Social Responsibility (CSR) in IBs are trusted making significant
contributions when these typically conventional methods find significant match with Islamic
religious values that help make processes efficient and banks profitable (Banna et al., 2021; Rashid
et al., 2013). Therefore, religion is the single most important impression management tool used in

Islamic finance ecosystem.



IBs would be interested in utilizing different IM strategies, including religious rhetoric and
symbolism, to present their Islamic image and identity; religion has sacred values and can be
manipulated for commercial gains (Zwick & Chelariu, 2006). IB has widely used social reporting
to convey an Islamic image and identity (Maali ef al., 2006), however, Islamic banks are motivated
to use religious language that emphasizes compliance with Islamic Sharia, Islamic iconography,
verses from the Quran, Hadith!, and Islamic quotes to convey the Islamic image as a rhetorical
discourse strategy. This would be an integral part of their IM behaviour to affect the perceptions
of different stakeholders, emphasize their compliance with Sharia, and create an Islamic identity

for the bank.

Studies on the use of religious symbols and rhetoric to form and maintain a religious identity
for businesses are rare. This paper contributes to the literature by studying the impression
management motives and techniques used to create and maintain a religious identity. Meyer et al.
(2013) noted the absence of studies dealing with religious and spiritual symbolism in organizations
and reporting. As religious symbols, pictures, and wording could be used as persuasive devices by
IBs, the objectives of this paper are twofold. The first is to bring insights and discuss the motives
for using religious rhetoric and symbols in the annual reports of IBs as a tool for religious IM to
emphasize the religious identity of IBs and to counter the increasing criticism of being a replica of
conventional banks. Furthermore, secondly, to explore the actual use of religious rhetoric as an IM

technique by IBs.

The remainder of this paper is structured as follows: The theoretical foundation for this paper
is discussed in section two by investigating the concepts of IM, organizational identity, and
religious symbolism. Section three discusses the motives and techniques of religious IM by IBs.
Section four discusses the empirical investigation with the related results. The paper concludes in

section five.

2. Impression management, organizational identity, and religious symbolism
IM takes place when management chooses to display information in a way that is meant to skew
readers' impressions of the company's accomplishments (Godfrey et al., 2003). Huang et al. (2014)

argue that management uses rhetorical tone manipulation to affect stakeholders’ perceptions.

! Hadiths are practices of the prophet Muhammad; peace be upon him.
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Corporate disclosure literature addressed corporate IM behaviour from two perspectives: the
economic and social psychology perspectives. The economic perspective is largely based on
agency theory that bases the IM behaviour on managers’ opportunistic actions of taking advantage
of information asymmetry. As the interests of managers and owners are not always aligned,
managers use the discretion inherent in corporate reporting to manipulate the presentation and
disclosure of information (Merkl-Davies et al., 2011). Davidson et al., (2004) suggest that IM can
help managers in obscuring economic results and “cloud the ability of all stakeholders to make
financial decisions” (p.267). Managers are incentivized to utilize IM to maximize their
remuneration package and improve their employment market. It implies that managers emphasize
the positive organizational outcomes and the obfuscation of negative outcomes. Agency theory
has been largely used in studying the IM through accounting narratives (e.g. Davidson, 2004;
Leung et al., 2015; Nel et al., 2022; Moreno & Camacho-Mifiano, 2024).

The economic perspective has been criticized because the IM behaviour under this perspective
does not consider social relations and constraints (Merkl-Davies et al., 2011). The social
psychology perspective for IM is based on the view that a person or organization's image is
affected by social interaction. From this perspective, IM is defined by Leary & Kowalski (1990)
as the process by which people attempt to control and shape the impressions others form for them.
People and organizations have the incentive to behave in a way that creates certain impressions by
others because how others perceive a person or organization impacts the way they interact with
them. From this stand, disclosure of information by firms is seen as being "affected by the social
constraints arising from the (imagined) presence of the recipients of corporate reports who use the
information in their decision making" (Merkl-Davies et al., 2011, p. 316). Firms use IM because
of managers’ intention to dissimulate the image that different stockholders perceive. Corporate
reporting includes the psychological processes underlying the production of information, such as
motivation, presentation, and selection by managers (Moreno & Jones,2022).

Furthermore, firms engage in IM to create and maintain their organizational identity and image.
Organizational identity reflects the values and beliefs that allow firms’ members to define and
articulate to themselves and others their perception of who they are and what they stand for
(Abdelgawad and Zahra, 2020). Firms are interested in creating distinguished images to help them
achieve their objectives. For IBs, the “Islamic religious identity” is crucial; by definition and way

IBs define themselves as being “Islamic”. Following Islamic Sharia principles has been the



rationale behind establishing the Islamic banking industry (Maali et al., 2006) and IBs are
controlled by Islamic moral and business values. Religious identity is one of the main reasons why
customers are dealing with IBs (Kaakeh et al., 2018; Kamiyama & Kashiwagi, 2019).

Organizational identity is communicated to stockholders through different communication
means and symbols. Davison (2008) argues that words and images of discretionary material are
better than the accounting numbers and regulatory disclosures to reflect corporate identity.
Certainly, there is a reciprocal connection between the corporate identity and the perceived image
within the organization. Symbolic interaction theory posits that persons are influenced by their
interaction with society, particularly with reference groups, including religious. Religious symbols
play an important role as people derive their perceptions from their interpretations of various
symbols that they know or learn from their social interactions (Henley ef al., 2009). Businesses
have appreciated such an important role; organizations have used religious symbols and cues to
portray a religious identity to achieve financial benefits (Taylor et al., 2010). Because of the
importance of the religious aspect in the work of IBs, the use of Islamic symbols and cues evokes
positive feelings for Muslims.

Studies on corporate identity of financial as well as the non-financial Islamic institutions are
extremely rare. Haniffa and Hudaib (2007) constructed an ethical identity of Islamic banks based
on eight dimensions. These dimensions help disclose IB’s consistency with stated mission and
vision statement, commitment to a host of stakeholders, Sharia compliance while introducing new
products and services, and social engagement using Zakah and other charitable donations.
Grounded on the premises of Haniffa and Hudaib (2007), Rashid and Hassan (2014) reported a
positive but statistically insignificant connection between ethical identity of IBs and their market
value. Hassan et al. (2019) introduced an Islamic business scorecard with an aim to construct an
overall identity of the Islamic non-financial firms using equity, financial and ethical screenings.
The common ground in all these studies is the value enhancing role of religious identity embedded

into corporate identity for building a positive social impression.

3. The motives and techniques of impression management by IBs
3.1 IM Motivation

IM includes two interrelated processes: impression motivation and impression construction (Leary

& Kowalski, 1990). Impression management is represented by the desire to construct and maintain



a desired image — an impression - in others’ minds (Leary & Kowalski, 1990; Hooghiemstra,
2000). In the realm of corporate reporting, accountability to stakeholders would represent the
motive for IM practices by managers (Merkl-Davies, et al., 2011); Managers are interested in
manipulating the perception of shareholders by emphasizing the positive outcomes while ignoring
negative results (Leung ef al., 2015; Moreno & Jones, 2022). IM shares the earning management
the desire of managers to affect the decisions and actions (Godfrey et al., 2003). In addition,
managers are also motivated to adopt IM strategies to enhance their public image and identity
(Leary & Kowalski; 1990; Lee et al., 2020). IM is also found to be linked to economic crises
(Moreno & Jones,2022). For IBs, we argue that in addition to emphasizing positive financial
outcomes and concealing negative outcomes, IBs are motivated to engage in IM to create and
emphasize their religious identity and as a legitimization process to counter the increasing
criticisms and accusations for their operation of being not “Islamic compliant”.

IBs provide financial services that adhere, at least in theory, to Islamic Sharia principles. To
be consistent with Islamic principles, IBs avoid dealing with interest (Riba) and speculation. Over
the last fifty years, the Islamic banking industry has invented and developed financial transactions
to provide financial services to their clients that avoid interest and comply with Islamic principles.
Customers' deposits are received from clients based on the Mudaraba contract, by which
depositors place their funds with the bank. The bank invests the funds, with the profits being
divided between the bank and the depositors, while in the case of loss, the depositors bear the
losses, and the bank receives nothing for its efforts (Maali et al., 2021). Thus, it is, at least
theoretically, a profit and loss sharing arrangement where the deposits and any related "profit" are
not guaranteed to clients. Islamic banks use profit and loss instruments such as Mudaraba and
Musharaka and mark-up instruments such as Murabaha and leasing to finance their clients. In
most countries where they operate, they work side-by-side with their conventional counterparts.
IBs have Sharia Supervisory Boards as additional governance bodies to ensure that the bank
follows Islamic Sharia principles in its transactions.

IBs emerged to provide Islamic financial services for individuals and businesses willing to
conduct their business transactions according to Islamic Sharia. Having a “religious” dimension is
core to IBs. The religious motive has been the main driving force for those dealing with IBs
(Kamiyama & Kashiwagi, 2019). Commitment to Islamic Sharia principles is important for IBs,

such commitment is assured by the Sharia Supervisory Board, which assures the religious



commitment of the bank. In addition, and as part of their religious duty, many IBs pay Zakah -the
Islamic religious tax- and many, to a varying degree, in social activities that is based on Islamic
religious principles. Both the Sharia Supervisory Board’s report and social responsibility reporting
are publicly available channels by which IBs express their Islamic religious identity.

The religious identity of IBs has been subject to continuous threat; IBs have been operating
side by side with conventional banks and are subject to the same regulatory framework. To be able
to survive competition against the conventional counterparts, IBs have been largely dependent on
financial engineering by which they developed financial instruments that have many similarities,
at least in substance, to conventional banks’ transactions (Maali et al., 2021). This is largely due
to that IBs are replacing profit and risk-sharing financial instruments with more conventional debt
instruments, moving IBs to increased similarity with conventional banks.

There are many instances where the core of the IBs transactions and practices are seen as non-
consistent with Islamic Sharia principles and simply mimicking conventional banking
transactions. We will focus on our discussion here on the two main financial instruments used by
IBs: the PLS-based deposit system and Murabaha Financing. The investment accounts (restricted
and unrestricted) represent the backbone of the deposit system in IBs. The investment deposits for
IBs are based on the Mudaraba contract, in which in principle, both the bank and the depositors
share the risks and rewards. In this deposit system, the bank theoretically shares with depositors
the profits resulting from investing depositors’ funds, and in case of losses, the depositors bear the
financial losses. Thus, neither the principal nor any profit is guaranteed for depositors. This system
is an alternative to the “interest-based, guaranteed deposits” found in the conventional banking
system. However, there has been a continuous challenge concerning the presence of the distinctive
“Sharia” features of these deposits as currently practiced by IBs. Similar to conventional banks'
deposits, investment deposits in IBs have been largely considered as guaranteed in practice due to
market pressure (Siddiqi, 1983; Kuran, 1995). In addition, there are evidences that IBs engage in
income smoothing techniques aiming to provide depositors with a competitive rate of return that
is related to the market interest rate, regardless of the results of investing their funds (Rouetbi et
al., 2023). The issues of deposit guarantee and competitive rate of return are not part of the original
Mudaraba contract as known throughout Islamic history and would make the deposit system in

IBs similar to the one in conventional banks, violating Islamic Sharia principles (Siddiqi, 1983).



The second transaction that dominates the activities of Islamic banks is Murabaha, which
dominates the financing provided by IBs to their clients (Kooli et al., 2022). Murabaha financing
is a mark-up financing instrument, which is different than profit and loss sharing (PLS) financing
instruments such as Musharaka and Mudaraba. Murabaha is the purchase of the good required by
a client and selling it to the client at a higher price, mainly in instalments. Compared to the PLS-
based instruments, the bank bears no actual risk- other than default risk- as the bank does not
physically acquire the goods. In addition, the mark-up used by IBs is highly related to interest rates
used by conventional banks (Sarag, & Zeren, 2015). Murabaha is largely perceived as similar to
interest-bearing loans (Akbar et al., 2012). To survive competition, IBs consistently attempted to
set profit rates based on the prevailing interest rates of the conventional markets, which grossly
violated the norms of Islamic finance and was detrimental to the corporate identity of the IBs
(Saeed et al., 2023). Moreover, social and ethical reporting practices of IBs communicated an extra
emphasis on the social aspects, indicating a sacrifice of the religious norms for efficiency (Rashid
etal., 2013).

The increased criticism of non-compliance with Islamic Sharia principles would represent a
threat to the religious identity of IBs and represent the motive to IBs to engage in IM practices and
to emphasize the religious identity of the bank. IM strategies would help IBs construct their Islamic
identity and counter criticisms for their operations, as portraying Islamic identity is crucial for IBs
of their corporate identity. Elsbach and Kramer (1996) argue that organizational identity threats
cause organization members to use cognitive tactics to maintain the external perceptions of what
their organization is or stands for. As the religious identity of Islamic banks is crucial for their
survival (Kaakeh et al., 2018), the perceived view that IBs do not comply with Islamic Sharia
principles would represent a threat to their religious identity, and a motive for more engagement

in religious IM relying on religious symbols and cues in their reporting.

3.2 IM Construction

The identity of an organization is well discussed in management literature. Organizational identity
is created through the process of identification, in which a person or organization can categorize,
classify, or name the self in particular ways in relation to other social categories or classifications
(McCall & Simmons, 1978). Corporate identity encompasses its essence, way of and reasons

behind doing things, and purpose of its objectives and strategies (Markwick & Fill, 1997). For



Impression construction, Leary and Kowalski (1990) argued that it initials choosing the kind of
impression to create. In the realm of corporate reporting, Oliveira et al. (2016) argue that
impression construction includes creating public images about specific actions consistent or not

with management's self-concept of those facts or events.

Studies in corporate reporting have documented the use of different IM strategies, including
the choice of earning numbers, reading ease manipulation, visual and structural effects, thematic
manipulation, performance comparisons, rhetorical manipulation, thematic manipulation,
ingratiation, exemplification, tone manipulation, and attribution of organizational outcomes (Nel
etal., 2022). IM strategies and tactics have been widely used as legitimization strategies to counter
the identity threat and deal with negative operational aspects that could affect the organization's
image. Elsbach ef al. (1998) examined how hospitals use impression management tactics to avert
undesirable responses to upcoming events and found that they depend on anticipatory impression
management tactics to distract stakeholders and maintain their legitimacy. Lee ef al. (2020) found
that firms’ engagement in corporate social responsibility is affected by a celebrity CEO’s

impression management motive to maintain his/her identity.

Following the AAOIFI? standards and paying Zakah by IBs could be viewed as two IM
techniques employed by IBs. AAOIFT issues accounting, Sharia, ethical, and governance standards
for Islamic financial institutions, including IBs. The application of AAOIFI standards for IBs
varies across different countries. While the application of AAOIFI standards is compulsory for IBs
operating in countries such as Jordan, Bahrain, and Qatar, they are voluntarily adopted by IBs in
other countries such as Yemen. Some IBs in countries such as Kuwait and Saudi Arabia follow
International Financial Reporting Standard (IFRS). AAOIFI standards require disclosing Sharia-
specific issues unique to IBs and contribute to creating the Islamic identity for these banks. The
voluntary adoption of AAOIFI represents what Kamla and Haque (2019) referred to as an “identity
staging” exercise for IBs to appear Islamic. The role of AAOIFI standards in creating the Islamic

image and identity for IBs is largely embedded in AAOIFI’s publications (Kamla & Haque, 2019).

Zakah is an Islamic religious tax that is imposed on Muslims who own a minimum value of

asset specified by Sharia. Zakah is paid to recipients specified in the Quran. Businesses, including

2 Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) produces and maintain Shariah
standards for Islamic financial institutions, such as Islamic banks, Takaful (Islamic insurance), etc.
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IBs, are not required to pay Zakah according to the Islamic Figh Academy. However, many IBs
worldwide assume the responsibility of paying Zakah on behalf of their shareholders either
because the law in the country where the bank operates requires payment of Zakah or based on the
shareholders' decision. The payment of Zakah is largely seen as a vital element of IBs' social
responsibility (Maali ef al., 2006; Rashid et al., 2017) and their ethical identity (Haniffa & Hudaib,
2007). In addition to discharging accountability to stockholders, paying Zakah is a religious tax
helps IBs to construct their religious image. For this, Zakah represents an important tool for
managing the impression of different stakeholders, as committing to pay Zakah provides a tool for

IB to show their ethical and religious image that distinguishes them from other banks.

To create and maintain their religious identity, IBs would use religious rhetoric and
iconography to emphasize their religious image and identity, as religious symbols and cues have
been used by organizations to portray a religious identity to achieve financial benefits (Taylor et
al., 2010). The use of religious rhetoric and symbols is common in advertising to convey a religious
identity (Taylor et al., 2010: Ketelaar et al., 2015), but also, it also has a legacy in accounting;
Carruthers and Espeland (1991) indicated that accounting books at the days of Lucca Pacilo
invariably invoked the name of God and often appealed to the Virgin Mary and other relevant
saints in elaborating in visual presentations. Religious symbols are used in reporting to discharge
the accountability of managers. In the realm of IBs, and because financial reporting conveys the
beliefs and perceptions of the preparers, in their communication with stakeholders, IBs would be
using religious clues and images, such as verses from the Quran, Prophet Mohammad’s sayings
(Hadith), Islamic religious wordings, statements emphasizing their commitment to Islamic Sharia,
and Islamic iconographic images to drew on their stockholder’s to manage their impressions, such
image is as a powerful tool for creating a constructed image of the bank. Images and rhetoric are
used as religious symbolism tools to alter the perception of a firm’s past and to shape desired
features of its presence (McKinstry, 1996). For IBs, Kamla and Haque (2019) argue that IBs
employ “symbolic depictions, Arabic terminology, and textual messages to confirm an Islamic
identity while offering near-identical services to conventional counterpart”" (p. 102006). Khan
(2010) argues that IBs create a distinctly Islamic identity by providing appropriate Islamic

terminology for de facto conventional financial transactions.

11



Recent research on Islamic financial institutions, including IBs, has emphasized the growing
trend of IM activities by management. In a study examining the function of Sharia boards,
Karbhari et al. (2023) discovered that managers and Sharia boards in IBs employ IM strategies,
such as "concealment" and "competence." Using the Maqasid Al-Sharia framework, Jatmiko et al.
(2024) contended that ethicality is simply an exercise in Islamic Banks' (IBs) internal management
rather than a reflection of their authentic corporate character. Alsaadi (2021) discovered empirical
proof indicating that enterprises' membership in religious-based indexes is mostly utilized as a
"label" and a tool for impression management to attract investment, rather than being truly
compatible with Sharia principles. Nevertheless, the aforementioned research did not make an
effort to emphasize the particular IM tactics employed by Islamic banks (IBs) and how these
strategies are utilized to establish an "Islamic" religious identity for IBs in order to address
challenges to their legitimacy. This study addresses the lack of information in existing literature
by examining the reasons why Islamic banks are motivated to create a religious identity. It also

investigates the practical use of religious symbols and language as a form of religious rhetoric.

4. Empirical investigation

4.1 Sample and Data

The motives for employing religious wording, pictures, and statements emphasizing the
compliance with Islamic Sharia principles by IBs as IM techniques that aim to create an Islamic
identity and counter the criticisms of IBs’ compliance with Islamic Sharia principles have been
discussed above as a priori manner. However, an exploratory study has been undertaken to
examine the use of such “religious” IM techniques by the largest IBs. The annual reports of the
largest IBs for 2022 were examined to identify the extent of using religious wording, pictures, and
statements emphasizing compliance with Islamic Sharia principles. The largest 50 IBs were
identified from The Banker’s Top Islamic Financial Institutions 2022. However, 11 of the
identified banks provided only financial information rather than complete annual reports, for which
they are excluded from the study, leaving the analysis confined to a sample of 39 complete annual
reports. The sample of this study included 22 banks located in MENA region, 6 banks in South
East Asia, 9 banks in South Asia (Pakistan and Bangladesh), and 2 in the United Kingdom. The

12



analysis reveals no significant difference in the level of reporting of different themes across

different regions.

A manual content analysis was conducted to analyse the religious disclosures and pictures
included in the annual reports. Content analysis has been widely used in studying corporate
reporting in annual reports (Maali ef al., 2006; 2006; Smith, 2023) and in studying the use of
religious symbols and cues (e.g. Henley et al., 2009; Al-Kandari et al., 2019). The complexity of
studying IM warrants the use of manual content analysis (Brennan et al., 2009); manual content
analysis is used in this study because of the complicated nature of religious cues and wording used
in the Islamic banking industry; for example, Sharia (Islamic Law) could be written in many
different ways by different banks in different countries (e.g. Shari’a, Shariah; Shari’h, Shariaa).
This is in addition to the fact that the manual content considers the surrounding textual text (Edgar
et al.,2018), which is essential to this study. Both words and sentences are used as units of analysis
to capture the amount of religious wording and Sharia compliance as it is not uncommon in
disclosure literature (e.g. Edgar er al. 2018) to use both words and sentences as units of
measurement. Content analysis is being employed as a very common method in social reporting
and ethical identity practices by the IBs in extant studies (Haniffa & Hudaib, 2007; Rashid et al.,
2017; Rashid & Hassan, 2014; Rashid et al., 2013).

Successful content analysis necessitates the identification of explicit and operationally defined
categories. As one of the objectives of this study is to explore the use of “religious” IM techniques
by IBs, several themes of religious disclosures were identified as being an IM technique used by

IBs to help create their “Islamic identity”.

First, compliance with Islamic Sharia: This theme includes references to the compliance of

IBs with Islamic law and principles.

Second, compliance with Zakah rules: This theme includes references to the bank compliance
and payment of Zakah if the bank is paying Zakah. It also includes explanations about the excuses

and computations related to Zakah from banks not paying Zakah.

Third, verses: verses from the Quran and Prophet Mohammad’s sayings (Hadith).
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Fourth, other religious statements: that include reference to Allah and/or Islamic religion, such

as "By help of Allah”, "Inshallah", and so on.

As an image may be worth thousands of words, images with Islamic religious meanings and
implications appearing in the annual reports have been included in the analysis. Such images
include those with Islamic iconography, mosques, Islamic religious symbols, and the pictures
containing the Quran and reference to verses. Each annual report was read and coded by two
graduate students and revised by the researchers. We searched for instances of the terms such as
“Sharia”, Allah”, “Quran”, “Hadith”, “Mohammad”, “Zakah”, “God”, “Islamic Law”, “Fatwa”,
and “Islamic Principles”. Once a word was found, we isolated the sentence to verify if it was
meaningful for the research. All images included in the sample study were analysed by the author

to judge if they fit with the research objectives and can be classified as having religious meaning.

4.2 Results and discussion

Table 1 presents a summary of the results of the exploratory study for the identified religious

impression management techniques. Hereafter is a discussion for each area:

Table 1: Number of words, sentences, and images with religious impression management

techniques
Sharia | Sharia and | Zakah Zakah Islamic Quranic Other
Words Islamic Words | Sentence | Images and | Verses | Religiou
Principles S Iconograph and s
Complianc y Hadith | Sentenc
e es
Sentences
Average 166 43 27 16 2.4 2 11
Maximum 643 152 87 40 35 27 38
Minimum 11 5 3 2 0 0 0
Count 39 39 39 39 22 15 37
% of banks NA 100% NA 100% 56% 38% 95%
with at least
1 sentence/
image
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4.2.1 Sharia Compliance

Compliance with Islamic Sharia principles is the main feature that distinguishes IBs and motivates
depositors and shareholders to deal with IBs (Kaakeh et al., 2018). Our empirical investigation
reveals a wide use of the term Sharia in all annual reports of IBs under investigation; the term
Sharia (with its different spelling variations) appeared an average of 166 times in the annual report.
The same applies to including sentences referring to compliance with Sharia and Islamic principles
in different parts of the annual report. All banks have repeatedly assured their compliance with
Sharia with an average of 43 sentences. As indicated in Table 2, the annual reports of 75% of the
banks included more than 25 sentences stressing their compliance with Sharia, with two banks

providing more than 100 sentences referring to their compliance with Sharia.

Table 2: Number of Sentences Stressing the Compliance with Islamic Sharia

Number of Sentences Number of Banks Percentage
More than 50 12 31%

25-49 17 44%

Less than 25 10 25%
Average 166

Historically, the main purpose of rhetorical repetition in words and phrases is to provide
memorability and emphasis (Davison, 2008). The annual reports under investigation repeatedly
emphasized the compliance of the bank to Islamic principles. This was found in different parts of
the report, including the Chairman Statement, Sharia Supervisory Board Report, the outlook, the
deception of bank activities, and the description of accounting policies adopted by the bank.
Islamic banks utilize the emphasis and repetition of Sharia word, along with adherence to its
principles, to emphasize their religious identity. This strategic use of repetition and reinforcement
serves as a rhetorical device aimed at augmenting the persuasive appeal of their argument
regarding their "Islamic" identity. Repetition is an important IM tool that aims to influence the
minds of the readers of annual reports. IBs emphasize repeatedly in their annual reports that their
compliance with Islamic principles can be seen as an IM strategy to counter the increased
criticisms of not following Islamic principles (Kuran, 1995; Khan, 2010). This would impact the
readers’ perception of the bank's operation because repeated statements are perceived to be valid
statements as they create the “illusion of truth effect, presumably because repetition imbues the

statement with familiarity” (Moons ef al., 2009, p. 32)
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4.2.2 Zakah

Table 3 offers a summary of the sentences on Zakah reported in the annual reports by the IBs.
Although businesses are not required to pay Zakah from an Islamic perspective, thirty banks in our
sample (77%) are paying Zakah either because of governmental regulations (e.g., banks in
Pakistan) or based on the banks’ own discretion. However, all banks included in the empirical
investigation provided information regarding Zakah. On average, the word Zakah was mentioned
27 times in different parts of the annual report. Statements discussing Zakah were also present for
all banks with an average of 16 statements per annual report, with more than half of the banks
providing more than 15 statements. Banks required to pay Zakah provided statements about the
amount and how Zakah was disbursed to different uses per Quran instruction. Banks not required
to pay Zakah have provided information regarding the amount of Zakah per share that shareholders

shall pay, and information explaining why they are not required to pay Zakah.

Table 3: Number of Sentences Referring to Zakah

Number of Sentences Number of Banks | Percentage
More than 20 15 38%

10-20 5 13%

Less than 10 19 49%
Average 16

As one of the five pillars of Islam, Zakah is an important distinguishing characteristic and an
important social responsibility aspect for IBs (Maali et al., 2006). The provision of Zakah
information can be viewed as a way to discharge accountability and affect the perceptions of users
to create a religious image for IBs. Financial contributions play a crucial role in fostering and
maintaining stakeholders' emotional connection with organizational identity, especially in the
presence of existential threats; IBs are faced with accusations of mocking conventional banks,
which represent a threat to their religious identity. In an earlier study on reporting of charitable
activities by the IBs, Rashid et al. (2017) mentioned that “Zakah is a purely regulatory
responsibility of the IBs in the Islamic countries (they are operating in) and a tool for impression
management in secular countries.” Similarly, as the stakeholders of IBs expect the bank to follow
Islamic principles, Zakah, among other tactics, can be used to manipulate stakeholders'

impressions to emphasize the religious identity of IBs.
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4.2.3 Islamic Images and Iconography
The annual reports of 22 banks (56%) included images with Islamic religious symbols and
meanings; these include pictures for Islamic iconography, people praying, mosques, Islamic
religious symbols, and the Quran (See Exhibits 1 and 2). On average, banks reported 2.4 pictures,
with most of the pictures covering a whole page. Most banks that did not disclose images with
religious symbols and cues (44% of the sample) provided a simplified technical annual report with
a statement from the Chairman, Financial Information, and report of the Sharia Supervisory Board.
Images included convey religious meanings because, as religious symbolism tools, they affect
the perceptions of firms’ stockholders (McKinstry, 1996). In Islam, religious symbols are effective
because they have psychological impacts, elicit and communicate feelings of spiritual experiences,
camaraderie, and obligations to God and other believers. These feelings also serve to picture key
Islamic teachings. IBs use annual reports to alter the perceptions of stakeholders and to emphasize
the importance of Islamic principles to businesses (Kamla & Haque, 2019). Because images and
pictures help in creating a specific needed version of the world (Meyer et al., 2013), IBs' use of
images and pictures of the Quran, mosques, prayers, and iconography represent an IM technique
to assure stakeholders that the bank’s transactions are in “perceived” conformity with Sharia
principles. In addition, the use of such religiously oriented pictures and cues emphasizes the

religious identity of the bank.

17



Jordan Istamic Bank%

Anust Heport 2022 faysalbank &

Exhibit 1: The use of Images with Islamic symbols in the annual reports of Islamic banks.

Source: Annual Reports of Islamic Banks, 2022

Exhibit 2: The use of Images with Islamic symbols in the annual reports of Islamic banks.

Source: Annual Report of Kuwait International Bank, 2022.
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4.2.4 Quranic Verses, Hadith, and other religious cues
Quran and Hadiths are the main sources of Islamic Sharia. Islamic banking is built around the
instructions and teachings of the Quran and Hadith. The annual reports of 15 banks (38%) included
verses from the Quran or/and Prophet Mohammad's (PBUH) Hadith, with an average of 2 verses
and Hadiths per annual report. Other religious statements that include reference to God and the
Quran, such as "In the name of Allah", "By the help of Allah" and Islamic greetings, were present
in the annual reports of 37 banks (95%), with an average of 11 sentences per annual report. Most
Quranic verses and Hadith are related to financial issues that represent the cornerstone for Islamic
banks, such as "... That is because they say Trade is just like usury whereas, Allah permitted trading
and forbidden usury ...”, which is quote from the Surah Al-Baquarah, verse: 275. Also, "Prophet
Mohammad (PBUM) cursed the acceptor of (Riba) Usury and its payer, and the one who recorded
it, and the witness; and he said They are all equal. (Sahih Muslim). Refer to Exhibits 3 and 4.
IBs' claims that Islamic culture and cultural beliefs govern them are supported by the inclusion
of Quranic passages, Hadith, and other religious cues in their corporate reports, which
demonstrates the place the Islamic religion holds for them as a governing authority. Such use
assures stakeholders that the Islamic identity is based on a strong religious base. The disclosure of
this important rhetoric would produce a religious halo effect (Bailey & Doriot, 1985), by which
IBs would be sending a strong signal for commitment to the Quran and Sunnah and that they based

their transaction on the basic Islamic principles, mainly the prohibition of Riba (usury).
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and perhaps you will be grateful. .
(Surah An-Nahi, verse : 14)

“He is the One who has madie the earth subjugated for you, so walk on ifs
shoulders, and eat out of His provision, and to Him is the Resurection.”
(Surah Al-Mulk, verse : 15)

*..... That is because iney say Trade is just ke usury whereas,

Narated Aoy Huraira (RA] the Prophet (Sallaliahu Alaihi Wasalam) said,
“Whoever tokes the money of fne people with the infention of repaying .
Allah will repay if on his behalf, and whoever fakes it in order fo spoi i, then
Allah wil spail Fim.

(Sahih Al- Bukhari)

(Surah Al-Baquarah, verse - 275)
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Allah fikes not the disbeSevers, sinners ._."
(Surah Al-Baquarah, verse : 276)
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(Surah Al-Baquarah, verse - 278)
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(Surah Al-Baquarch, verse : 279)
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Narated Abu Hurairah (RA] that the Messenger of Allah (Sallallahy Alairi
Wasalam) passed by a pie of food. He put his fingers in it and felt wetness.
He said: O owner of the food, What is this2'

He replied: ‘It wos rained upon O Messenger of Allah.”

He said: "Why not put if on fop of the food 5o the people can see it2"
Then he said: “Whoever cheats, he is not one of us.

(Jami" at-Temidhi)
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Exhibit 3: The inclusion of Quran verses and Hadith in the annual reports of Islamic banks.

Source: Annual Report of Global Islamic Bank, Bangladesh, 2022
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Exhibit 4: The inclusion of Quran verses and Hadith in the annual reports of Islamic banks.

Source: Aljazeera Bank Annual Report, Kingdom of Saudi Arabia, 2022
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5. Conclusions

IBs were originally established to provide transactions that are consistent with Islamic Sharia.
They are perceived as religious banks; in many cases, the bank’s name includes a religious rhetoric
that implies being committed to Sharia. Being Sharia-committed would represent the main motives
of clients and owners to deal with IBs (Kaakeh et a/., 2018; Kamiyama & Kashiwagi, 2019). This
creates an important motive for IBs to employ IM strategies and techniques to emphasize their
religious corporate identity.

However, the religious identity of IBs has been subject to threat. The transactions of IBs have
been subject to continuous criticisms of being mocking conventional banking transactions. The
deposit system in IBs, which is based on Mudaraba contract, is increasingly becoming similar to
the deposit system in conventional banks as IBs are refraining from the profit and loss sharing
principle, treating the deposits as being guaranteed, and engaging in income smoothing techniques
to guarantee competitive rate to depositors (Rouetbi et al., 2023). Furthermore, the Murabaha
financing that dominates the financing provided by IBs to clients is largely seen as similar in
substance to financing by conventional banks (Akbar et al., 2012). Such views and perceptions
that IBs transactions are like those of conventional banks would represent a threat to the Islamic
religious identity of IBs. Consequently, IBs may face negative perception affecting the trust of the
consumers and confidence of the investors.

When faced with identity threats, firms tend to use IM techniques to maintain the perceptions
of stakeholders (Elsbach & Kramer, 1996). The need to emphasize religious identity and the
commitment to Islamic Sharia principles in the face of accusations of mocking conventional
transactions and thus being not Islamic-compliant represent motives for IBs to engage in IM
techniques aiming for “identity staging” (Kamla & Haque, 2019), that help the banks to construct
and emphasis an Islamic religious identity. To construct an Islamic religious identity, the processes
of identification (McCall & Simmons, 1978) is used so IBs can view their religious aspects. To
create and emphasize their religious identity, IBs would use a religious rhetoric as IM strategy to
emphasize their religious image and identity. The IM techniques used to emphasize the religious
identity include religious cues and images, such as verses from Quran, Prophet Mohammad's

sayings (Hadith), Islamic religious wordings, statements emphasizing IBs' commitment to Islamic
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Sharia, and Islamic iconographic images to draw on their stockholders to manage their
impressions.

The exploratory investigation on the annual report of 39 of the largest IBs in the world for the
year 2022 revealed a wide use of religious rhetoric and images. The results show that both symbols
and words are used to communicate the religious identity. In different parts of their annual reports,
all banks repeatedly emphasized their compliance with Sharia. The notable repetition and emphasis
on compliance with Sharia is argued to be a tool used by IBs to reinforce the argument of being
consistent with Islamic law. IBs also provided a sizable amount of disclosures regarding Zakah,
as paying Zakah signifies the commitment to Islamic principles. The annual reports of the sample
also included, to a varying degree, verses from the holy Quran, Prophet Mohammad's sayings
(Hadith), and stances with religious cues. Many of the annual reports also included images with
religious backgrounds, such as mosques and the holy Quran. Such religious cues and images help
IBs bank reinforce their Islamic religious identity.

The Islamic religious identity is crucial to IBs, especially with the increased perception that
their transactions are similar in substance to conventional banks’ transactions. This paper shows
that IBs have the motives and employ different IM techniques to emphasize their religious Islamic
identity, including Quranic verses, Islamic wordings, and images. IM techniques are used to assure
stakeholders that the bank’s transactions are in conformity with Sharia principles. Annual reports
provide an excellent opportunity for IBs to emphasize their compliance with Islamic Sharia
principles. IBs' assertion that Islamic values serve as their guiding principles is supported by the
religious terminology and images used in their annual reports. Stakeholders are reassured by such
use that the Islamic identity has a solid religious foundation. However, because the narratives,
pictures, and rhetoric in annual report are effective means to communicate messages as they
convey meanings and outcomes (Stanton and Stanton, 2002), they represent a powerful tool used
by IBs to change perceptions. Policymakers and regulators such as AAOIFI and central banks,
shall consider the opportunistic use of different IM techniques by IBs. Despite the important role
of Sharia Supervisory Board in assuring users of IBs reports that the Islamic Bank has followed
Sharia Principle, but such view has been challenged (Rafay and Farid, 2018; Karbhari et al., 2023).
Certainly, specifying the content of pictures and symbols to what would be considered genuinely
true would be difficult to regulators and policy makers, which represent a challenge in corporate

reporting in general.
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Even with the absence of possible regulatory intervention, the findings of this paper suggests
that IM is taking place in Islamic banking industry. IM is deemed important because it has broad
practical implications for individuals and organizations (Bolino et al., 2016). By addressing the
IM behaviour of IBs, stockholders can better understand the underlying motives behind the use of
various IM strategies. When assessing the performance of IBs and their commitment to Sharia
principles, users of financial reports should consider different IM tools employed by IBs, and
motives behind such use, this would help regulators and other stakeholders in critically evaluating

reported information.
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