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ABSTRACT

ThisstudyanalysestheperceptionofcustomerregardingconventionalandIslamicbankingsystem.
ThisresearchhasfoundtheopinionsofcustomersofconventionalbankswithcomparisontoIslamic
banks,andstandaloneIslamicbranchesofconventionalbanks.However,therespondentsbelongedto
differentagegroups,occupationalbackgrounds,andeducation,irrespectiveofgender.Furthermore,
twobranchesofeachtypeofbankwereselectedatrandomfromLahorecity,whereeighty(80)
customerswereselectedfromeachtypeofbank.Theresultofthisstudyrevealedwiththeseremarks
thatIslamicbanksarecompetitorsofconventionalbanks.Thestatisticalpackageofsocialsciences
(SPSS) software is used fordata analysis.The result also indicates that (40%)of Islamicbanks
customersshouldnotoptconventionalbankforsavingdepositsduetointerest.Moreover,another
interestingresulthighlightsthestrengthofconventionalbank,astheydonotneedaspecificshariah
boardcommittee,whereas42%and51%ofIslamicandstandalonebanks,respectively,customers
arenotsatisfiedwiththejurisprudenceoftheseshariahboardmembers.Thisobjectiveofthisisto
highlightthoseareas,whereconventionalfinancialinstitutionsarenotperformingwell.Hence,itis
foundthatthereisadireneedtoorganizethebothfinancialintermediaries,insuchamannerthat
bothinstitutionswillgrow,expandandprovideexcellentservicestotheircustomers.

KEywoRDS
Competitor, Conventional Banking System, Islamic Banks, Perception

INTRoDUCTIoN

The functioning of the conventional banking system may have been getting competition when
thealternativeIslamicbankingsystemisavailable,ShahzadandRehman(2015).Itraisesseveral
questionsatwhatextent,Islamicbankingsystemcanexistapotentialcompetitorforconventional
bankingandhowsustainablepenetrationisthisforcustomers?Itisobservedfurtherfrombanking
industryparticularlyasithasgainedasignificantpartofmarketshareaswellasattentionofinvestors
especiallyafter2007-08financialcrises,whichdirectedtoexploreopinion,perceptionandknowledge
ofcustomersaboutbankingsystem,andhowdifferenttheyarefromoneanothersuchasfull-fledge
Islamicbanks,Islamicbankingbranchesofconventionalbanksandconventionalbanks?Shabbiret
al.(2015)investigatedtherelationshipbetweenviabilityofIslamicfinanceanditsimpactonglobal
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financial stability. Furthermore, this study analyses regarding the practical implications of both
conventionalandIslamicfinanceanditsimpactonglobalfinancialstability.

Islamicbanksandregularbanksbothmakerivalrybetweenbankingsystemtofulfilltheneeds
andwantsofclientsandsatisfytheirdesiresandinlongtermbenefitsfortheeconomy.Theregular
banksandtheIslamicbanksareseparatedgenerallybasedontheirobjectives,ribaandhazardsharing
practicesetc.Furthermore,IslamicbankingsystemhassomelimitationsfromShariahboardsand
scholars.However,PakistanisaMuslimcountryandhavingthenumberofinhabitantssuchas96%
oftheMuslimscommunity.OntheothersideIslamicbankshavevarioustypesofchancestomeet
thevariousdifficultiesassolidresponseisopenedtomeettheircustomer’sdesires.Islamicbank
andtraditionalbanksareadditionallyseparatedaspremiumfreebanksandpremiumbasedbanks.

Evaluatingdualbankingsystem,Metwally(1996)usingthedatafromthreeArabcountries-
Kuwait,SaudiArabia,andEgypt–showedthattherewasnodifferencefoundincostsandbenefits
ofbankproductsandservices.Moreover,thecomparisonofconventionalandIslamicbanks,Hegazy
(1995)examinedthedemographicprofilesofcustomersofEgyptianbanks.Theresultsrevealedwith
theseremarksthatreligionbecamethemainfactorintheselectionofIslamicbanks.Itfurtherinformed
thatefficiencyandquickserviceofIslamicbanksthatmadeitdifferentfromconventionalbanks.

ResearchofHaronetal.,(1994)discusseddifferencesinbankselectioncriteriaofMuslimsand
non-MuslimsinMalaysia.Theresultsconcludedthatreligionwasnotthemainfactorforselecting
anIslamicbank.Thecustomerswouldshifttootherbankonlyifthequalityofserviceswerebetter.
AlthoughbothMuslimsandnon-MuslimshadknowledgeofIslamicbanking,butfewwereunaware
regarding financing methods used by the banks. Hamid and Nordin (2001) indicated that many
customershadknowledgeof Islamicbankingproducts, but they couldnot differentiatebetween
Islamicandconventionalproductsandservices.EvaluatingperceptionofcustomersofIslamicversus
conventionalbanks,Zainuddinetal,(2004)foundthatIslamicfinancialserviceswereusedbypeople
ofmatureageandaverageincomewhiletheydidn’tusebytheagegroupoflessthanthirtyyears
andwhohadlowincome.Theyhaveconsideredrelationshipandreligionasanimportantfactorfor
selectionofIslamicbanks.

Thisstudytriestofindouttheperceptionoftheexistingcustomersofconventionalbankstoward
Islamicfinancialinstitutions.However,firstfullfledgeIslamicbankasMeezanbankstartedwork
in2002.Thecustomersofconventionalbanksrealizedtheimportanceandvariationonreturnsin
2007-08financialcrises,whenallbigbrandsoffinancialinstitutionsintheworldbecamethevictim
offinancialissuesandIslamicbanksremainitsvaluesandsharesinthemarket.Afterthatinvestors
haveshiftedtheirinvestmentportfoliotowardIslamicfinancialinstitutions.Thepurposeofthisstudy
istoinvestigateatwhatextentcustomersofconventionalbankstransferredtheirinvestmentratio
towardIslamicfinancialinstitutions.Moreover,thisstudyalsohighlightedthatafterasignificant
increaseinthesenseofcustomer’sportfolioandmarketsharesbyIslamicbanksandexistasmarket
competitorofconventionalbankingsysteminPakistan.

LITERATURE REVIEw

Bekeleetal(2016)consideredborrower-specificcharacteristicstounderstandthefactorsaffectingboth
theprobabilityandquantumofloandefaultbyindividualborrowersunderIslamicandconventional
banking.Whereas,borrowerhassomespecificcharacteristicsthatexplaintheprobabilityofdefault
maynotnecessarilybesimilarfactorsthatdeterminethequantumofdefault.Hence,theyhaveapplied
aBox-Coxdoublehurdlemodeltotreatboththeprobabilityandquantumofdefaultinatwo-step
approach.Furthermore,ithasbeenexplainedthatthedifferencesindefaultriskandquantumofdefault
betweenIslamicandconventionalbankingborrowersfromtheirbehavioralperspectivesfollowing
theShariaprinciplesinfinancialtransactionsbetweenlendersandborrowers.Borrower-specific
informationoftwoseparatebankbranchesoftheUnitedArabEmiratessolelydealswitheitherIslamic
orconventionalbankingproducts.Thereisaprobabilityofdefaultandthequantumofdefaultappears
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tobeinfluencedbydifferentsetofclient-specificfactors.Thestudysuggestedthattheprobability
ofdefaultdoesnotvarysignificantlybetweenIslamicandconventionalbankingborrowers.Itisalso
provedthatIslamicbankingdefaulters,comparedtothoseinconventionalbanking,repayalarge
quantumofoverduewhentheirfinancialleverageimproves.

LeilaandKhamoussi(2016)exploredempiricallytheimpactoffairvalueaccountingonbanking
contagioninacomparativecontextbetweenIslamicbanksandconventionalbanks.Paneldatamodel
hasbeenemployedfordataanalysis.Thisstudyconsistsof20Islamicbanksand40conventionalbanks
toinvestigate,whichbankswereoperatingintheGulfCooperationCouncil(GCC)countriesduring
theyearsfrom2003to2011.Theempiricalfindingsillustratedthatthereisasignificantchangein
dynamicvolatilityinGCCbankingsectorbecauseoffinancialcrisis2008.Although,theresultsfail
toauthorizethehypothesisandfairvalueofaccountingissignificantlyassociatedwithanincrease
ofbankingcontagionforbothIslamicandconventionalbanksinGCCcountries.

Khurrametal(2013)revealedtheperceivedimportanceofmanagementaboutvariouscorporate
governancedimensionsbeingpracticed in thePakistani Islamicbankingcontext.TheAnalytical
HierarchyProcess(AHP)isappliedtoexaminethecorporategovernanceindexesanditsdimension
of5Islamicbanksand12conventionalbanks,whichareprovidingIslamicbankingfacilities(Islamic
windows) throughout Pakistan. These dimensions included board of directors (BOD), Shariah
supervisoryboard(SSB),audit,investmentaccountholders(IAH),andinformationdisclosureand
transparency.Themost significantdimensionswhichaffect thecorporategovernance in Islamic
bankscameouttobeBODandSSB,whereasthesignificantfactorsforIslamicbankingwindows
arealmostalldimensionsofcorporategovernance.Thecorrelation,regression,andANOVAtests
areappliedtocheckthecontributionsofvariousfactorsofcorporategovernancemechanisms.There
isasignificantdifferencebetweenIslamicbanksandIslamicbankingwindowsregardingtheBOD
andSSBasindicatedbytheresults.Onthecontrary,nosignificantdifferenceisseenforrestof
thefactors.ThedissatisfactionlevelofcustomersreduceswiththeincreaseintheauditandBOD
governancemoreoverallotherfactorshavenoimpactinthecaseofIslamicbankingwindows;while
inIslamicbanks,inadditiontoauditandtheSSB,informationdisclosuresignificantlyincreasesthe
satisfactionlevelofcustomers.

Hishametal.(2012)havetakenintoaccountthelackofdifferenceintheefficiencylevelof
IslamicandconventionalbankinginMalaysia.Thedataenvelopmentanalysisisusedtomeasure
theefficiencylevelsofbanksinbothsectors.Theresultsindicatethatinsignificantdifferencein
thelevelofefficiencybetweenIslamicbanksandconventionalbanks.Theperiodofstudyisonly
forthreeyears,withonlytwobankswhichhavebeenoperatingformorethanthreeyears,whilethe
otherIslamicbanksinthisstudyarejustbeginningtheiroperationinIslamicbanking.Theinclusion
offoreignbanksoperatinginMalaysiainthisanalysismightdistortthefindings,asforeignbanks
havedifferentcapitalstructuresandobjectivescomparedtolocalones.Thisresearchdemonstrated
thateventhoughIslamicbanksarelimitedbyIslamictenetsintheiroperations,theyarecapableto
sustainaperformancethatisequivalenttotheconventionalbanks.

ShahidandAmal(2012)evaluatedtheperformanceofconventionalandIslamicparadigmsof
bankingthroughprofitability.Thedatahasbeenobtainedfrom87banksoutofwhich35followIslamic
financialsystemandrestofallbelongtoconventionalsystem.Theprofitabilityofconventionaland
Islamicbanksiscomparedthroughfourauthenticmethodsofratiooverreliablestatisticaldatafrom
sevencountries.Furthermore,profitabilityof two-streamsofbankingareanalyzedthroughbank
spread,bankmargintototalassets,non-interest-basedcoststototalassetsandrelationshipofbank-
spreadandNPBT&ZofconventionalandIslamicbanks.Thecountriesareselectedamongthose
whicharefollowingbinary-bankingsystemssimultaneously.TheIslamicbanksreflectedmarginal
bankspreadbutbearhigheroperational(non-bankmargin)costs.

JaspalandParminderjit(2011)establishedthefactorsthatleadtosatisfactionofthecustomers
asregardstoe-bankingservicesprovidedbyselectedbanksinIndia.Thedatahasbeencollected
throughasurveyquestionnairegatheringinformationfrom350respondents.Theempiricalfindings
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showedthatsixfactors;easeofuse,reliability,convenientaccessibility,security,lowtransactioncost
andthetimeconsumptionappearedtobethefactorsthatleadtocustomersatisfactionasregards
e-bankingservices.Additionally,theoutcomesofmultipleregressionexhibitedthatoutoftheabove
mentionedsixfactors,threefactorswhichareeaseofusesuchasuserfriendlywebsitesleading
toeasytechnology-customerinteraction),lowtransactioncostforinstancesavingoftime,speedof
servicedelivery,convenienceandreducedpaperworkinmonetarytermsandsecurityforexample,
dependablesafetymechanismintermsofillegalaccessofaccounts,hackingandpasswordprotection
arestatisticallysignificantat5percentsignificancelevel.

Omer(2011)examinedtherelationshipbetweenservicequalitiesattributes,customersatisfaction
andcustomerloyaltyintheretailbankingsectorinBangladesh.Asurveywasconductedtocollect
datathroughsamplesizeof100retailbankingcustomers,whichwasdrawnfromdifferentbanks
inBangladesh.Alltheservicequalityattributesarepositivelyrelatedtocustomersatisfactionand
customersatisfactionispositivelyassociatedtocustomer loyalty in theretailbankingsettings in
Bangladeshasperthefindingsoftheresearch.Empathyvalidatesthathighestpositivecorrelationwith
customersatisfactionandtangibilityconfirmstheleastpositivecorrelationwithcustomersatisfaction.

Salmanetal (2011)evaluated thecustomersatisfactionofbanking industry inPakistanand
particularlyinFaisalabad,basedonvariouslevelsofcustomerperceptionregardingservicequality.
Thefocusofthestudybasedonprimarydata,whichcollectedthroughawell-structuredquestionnaire,
asamplesizeof132chosenrespondentsonaconvenientbasis fromfourconventionalbanksof
Pakistan.Theresultsportraythatcustomerperceivehighestsatisfactionintheresponsivenessarea
andlowestinthetangiblesarea.Forthispurposeofachievingservicequalityandsatisfactionofthe
customerthereisdireneedtoredesignthepolicies.Figure1belowshowsthetheoreticalframework.

3. THEoRETICAL FRAMEwoRK

3.1 Hypotheses of Study

H1: Socio-economic profiles of customers have significant impact on customer’s perception
conventionalbanks.

H2:Perceptionofconventionalbankscustomershassignificant impacton Islamic,conventional
banksandstandalonebranches.

H3:ProfitDistributionsystemhassignificantimpactoncustomer’sperceptionconventionalbanks.
H4:Bankselectionhassignificantimpactoncustomer’sperceptionconventionalbanks.
H5:Convertingaccounts towardIslamicbankshavesignificant impactoncustomer’sperception

conventionalbanks.

4. METHoDoLoGy

Theprimarydataareoriginal,uniqueandinnovativeandmostimportantlyarereverenttotheareaof
research.However,thedegreeofaccuracyinsuchtypeofdataisveryhigh.Therearevarioustypes
ofcollectingprimarydatawhichincludesinterviews,focusgroups,telephonessurvey,questionnaires
etc.Additionally,primarydataispredictedtheresultsincurrentsituationandgavearealisticview
towardresearcharea.Moreover,thereliabilityofprimarydataisveryhigh.Thequestionnairehas
beendesignedonthebasisofthestudyofresearcherssuchas(Berryetal.,1985;Parasuramanetal.,
1985;Zeithaml&Bitner,1996;Stafford,1996).Berryetal.(1985)andZeithamlandBitner(1996)
identifiedfivedimensionsofservicequality:tangible(equipment,writtenmaterial,personnel,and
appearanceofphysical facilities), reliability (ability todeliverpromised serviceandaccurately),
responsiveness(willingnesstohelpcustomersandprovidingpromptservices),assurance(Knowledge
andabilityofemployeestoinspiretrustandconfidence),andempathy(Caringandprovidingindividual
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attentiontoeachcustomer).However,Parasuramanetal.(1985)indicatesthatservicequalityconsists
of eleven dimensions: reliability, competence, responsiveness, access, courtesy, communication,
credibility,security,competence,tangibles,andunderstandingofcustomer.Reliabilityisconsidered
asessentialdimensionofservicequality.Moreover,Stafford(1996),focusedoncustomerservices
onsevendimensions,suchasrelationships,bankatmosphere,ratesandcharges,ATM,availableand
convenientservices,facilitiesofbankcounter(tellers),andhonesty/reliabilityofbankpersonnel.

Thisprimeobjectiveofthisstudyistoinvestigatetheperceptionofconventionalbankcustomers
towards Islamic banking system. This research tries to analyze the opinions of customers of
conventionalbankswithcomparisontoIslamicbanks,andstandaloneIslamicbranchesofconventional
banks.However, therespondentsbelongedtodifferentagegroups,occupationalbackgroundand
educationirrespectiveofgender.Furthermore,twobranchesofeachtypeofbankwereselectedat
randomfromLahorecity,where80customerswereselectedfromeachtypeofbank.Apilotsurvey
wasconductedandnecessaryadjustmentsweremadeinthequestionnaire.Allresultswereconverted
intopercentages/proportions.Thebardiagramsalongwithsummarystatisticswereusedtointerpret
the resultsof the research.Theoverallquestionnairesconsistof240,whereas15questionnaires
wereincompleteandrestofresponseofcustomersincludeforanalysiswith93.7percentages.The
customerswereinquiredonastructuredquestionnairethroughexperiencedenumerators.Thesample
remainedun-weightedinrespectofgendertoavoidanybias.Theareaofquestionsconsistsofpersonal
information,relationshipbetweensocio-economicprofilesofcustomersandbankchoice,perception
ofcustomers,concernofcustomersaboutprofitdistributionbythebank,assessingthepreferenceof

Figure 1. Theoretical framework
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customersinselectionofbanktype,reasonsofnotconvertingtowardIslamicbanks.Thequestionnaire
wasdesignedkeepingtheseareasinmindandtoconfirmtheobjectivesofthestudy.

5. RESULTS AND DISCUSSIoN

5.1 Relationship Between Socio-Economic Profiles of Customers and Bank Choice
Inthissection,therelationshipofbankchoicewithsocio-economicprofilesofcustomersisassessed.
Thesefactorsinclude;relationshipofbankchoicewithage,religiouseducationandbusinesstype.
ThesefactorswereanalyzedtogetthebetterideaofwhattypeofpeopleareinterestedinIslamic
bankingandwhatistheroleoftheirorganizationsinthismatter.

5.1.1 Age and Bank Choice
Age is the very important factor for making decision and selecting one from many things. The
relationshipofagewiththebankchoiceisimportantbecausebycomparingthisitcanbeanalyzed
easilythatwhatagegrouppreferswhichbank.Theresultsforrelationshipofageandbankchoice
aresummarizedinTable1.

Whileanalyzingtheeffectofageonbankchoicewecanseethatastheageofcustomersis
increasingtheirnumberisalsoincreasing,butincaseofIslamicbanks,mostlyyoungcustomers
fromtheageof18-25(Figure2).Thecustomersfromtheageof26-40areinterestedinstandalone
branches.Thereasonfor thismightbe their interest in Islamicbankingbut theyhavesomefear
aboutIslamicbanksastheseareestablishing.Anotherreasonmightbethatthecustomershavetheir
accountsinconventionalbanksasthesebankshaveopenedtheirIslamicbranchesthesecustomers
hasshiftedtheiraccountsinthosebranches.

5.2 Perception of Customers
5.2.1 Opinion on Services of Conventional Banks
Thepurposeofaskingtheopinionofcustomersaboutconventionalbankingserviceswastoknow
whetherthecustomersweredifferentinusingtheseservicesortheycouldnotfindanyalternative.
Hence the followingquestionwasasked“Theconventionalbankoffers serviceson thebasisof
interest;whatisyouropinionabouttheseservices?”Theresponseofcustomersissummarizedin
Table2andFigure3.

Theabove tablereflects that,27percentcustomers thought thatwecannotavoid interestso
thereisnoharminusingsuchservices.Ontheaverage,24percentcustomersthoughtthatcustomer
shouldnotoptsavingaccountsofconventionalbankswhereas43percentcustomerssaidthatifthere
isanIslamicbankintheirareatheymustnotgotowardsconventionalbanks.Islamicbanksshould
targetthesecustomersthroughthecontractwithdifferentorganizationsbecausealmosthalfofthe
customersofconventionalbankshaveemployeeaccountsinthesebanksandthisquestionshowsthat
theyarenotwillingtousetheseservices.IntheIslamicbanks,12percentcustomersthoughtthat
theprevailinginterestratecannotbeavoidedsothereisnoharminhavingsuchdeposits.Itshows

Table 1. Age and bank choice

Type of bank

Age and bank choice

18-25 26-40 41-50 51-60 Above 60 Total

Conventional 19% 51% 18% 7% 3% 80

Islamic 32% 45% 10% 9% 2% 80

Standalone 14% 64% 16% 3% 1% 80
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thatthese12percentcustomersdonotcareaboutIslamicbankingtheymighthavetheiremployee
accountsinthesebanks.

5.3 opinion on Interest-Based Transactions of Conventional Banks
Thisquestionwasasked toget theopinionofcustomersabout the interest-based transactionsof
conventionalbanks.Therefore,thefollowingquestionwasasked“Whatdoyouthinkaboutinterest
ofconventionalbanks?”andtheresponseofcustomersissummarizedinTable3andFigure4.

Ontheaverage74percentcustomersthoughtthattheinterestinvolvedinthebanksisharam
accordingtoShariah.Only5percentthoughtthatitishalalbecauseitisdifferentfromtheinterest

Figure 2. Assessing relationship of age and bank choice

Table 2. Opinion on services of conventional banks

Type of customers

The conventional bank offers services on the basis of interest; what is your opinion 
about the services?

Did not respond

Customer 
should not opt 
conventional bank 
for saving deposits

Customers should 
not opt if they find 
the alternative 
Islamic bank in 
their destination

Since we cannot 
avoid interest 
there is no harm 
in having such 
deposits.

Conventionalbank 5% 16% 48% 30%

Islamicbank 2% 40% 44% 12%

SAB 3% 17% 38% 4%
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described in Islam. Interestingly the customersof Islamicbank aremore,who thought that this
interestisdifferent.

5.3.1 Customers’ Perception About Difference in Three Types of Banks
Customers’perceptionregardingthreetypesofbankswasaskedtoknowwhetherthecustomersfeel
anydifference,ortheythinkthesearesame,iftheyfeelanydifferencewhattypeofdifferenceitis.
Hence,thefollowingquestionswereasked,andtheresultsarealsosummarizedinTable4.

CustomerswereaskedaboutthedifferencebetweenconventionalbankandSAB,conventional
bankandIslamicbank,andIslamicbankandSAB,48percentcustomersrespondedtheydidnot
feelanydifferencebetweenconventionalbankandSAB.FromIslamicbanks,20percentcustomers
repliedthereisnodifferencebetweenIslamicbanksandstandalonebranches.FromSAB,23percent
customersrespondedthereisgenuinedifferencebetweenconventionalbanksandstandalonebranches.
FromIslamicbanks,12percentcustomersreplied therewasonlydifferenceof labelingbetween

Figure 3. Opinion on services of conventional bank

Table 3. Opinion on interest-based transactions of conventional banks

Type of bank

What do you think about interest of conventional banks?

According to Shariah it is 
haram

It is halal because it is 
different from interest 

described in Islam
Can’t say anything

conventionalbank 68% 6% 24%

Islamicbank 72% 7% 20%

SAB 84% 2% 12%
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conventionalbanksandIslamicbanksand40percentrespondentsfromconventionalbanksthought
thereisonlydifferenceofpricesinconventionalbankandIslamicbank.

5.4 Concern of Customers About Profit Distribution by the Bank
Thisquestionisveryimportantasthegoalofthisquestionwastocheckwhetherthecustomeris
concernedwiththeprofitofbankorhedon’tcarewhetherthebankdistributetheprofitornot.Hence,
thecustomerwasasked“Wouldyoucontinuedealingwiththisbankevenincasethebankdoesnot
distributeanyprofitfor3consecutiveyears?”andtheresultsaresummarizedinTable5andFigure5.

Figure 4. Opinion on interest of conventional banks

Table 4. Customers’ perception about difference in three types of banks

Questions
No difference Difference of 

labeling only
Difference of method but 

not w.r.t Shariah

Genuine difference w.r.t 
methodology and Shariah 

compliance

Difference of 
prices only

CB IB SAB CB IB SAB CB IB SAB CB IB SAB CB IB SAB

Doyoufeel
anydifference

betweenCBand
SAB?

1% 6% 48% 2% 2% 4% 21% 1% 4% 2% 30% 23% 4% 57% 15%

Doyoufeel
anydifference

betweenCBand
IB?

8% 4% 2% 12% 15% 22% 12% 17% 15% 28% 51% 50% 40% 5% 2%

Doyoufeel
anydifference

betweenIBand
SAB?

18% 11% 20% 18% 44% 29% 12% 17% 9% 18% 15% 32% 3% 7% 3%
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Intheconventionalbanks,mostofthecustomershadbankaccountsforsalarypurposesothey
didnotcareifthebankwouldnotdistributeprofitforalongtime,however28percentcustomerswho
wereconcernedwiththeprofitofbankand12percentpeopledidnotknowwhattheywoulddoif
thebankwillstopgivingprofit.TheloyaltyofIslamicbanks’customersishigherthanconventional
bankcustomers.

5.4.1 Assessing Customer Satisfaction About Service Quality of Bank
Thissectionwasaddedtocheckthelevelofcustomers’satisfactionwiththeirbank.Itisimportant
tocheckthecustomers’satisfactionfromtheservicestheirbankprovides.Inthisrespect,itcanbe
analyzedwhichtypeofbankhasmoresatisfiedcustomers(Table6).

Mostofthecustomersaresatisfiedwiththetransactionoftheirbank;however,theIslamicbank
customersaremoresatisfiedwiththetransactionsofIslamicbanks.However,Islamicbankcustomers
arenotsatisfiedwiththeATMserviceastherearelessATMsofIslamicbanks.

Table 5. Concern of customers about profit distribution by the bank

Type of bank
Would you continue dealing with this bank even in case the bank does not 

distribute any profit for 3 consecutive years?

Yes no don’t know

conventionalbank 48% 27% 23%

Islamicbank 68% 20% 10%

SAB 47% 40% 12%

Figure 5. Assessing concern of customers
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5.4.2 Assessing the Preference of Customers in Selection of Bank Type
Thiswasimportanttoassessthetrustofcustomersonthebankswhethertheytrustonstandalone
branchesortheywillnotprefertheseonIslamicbanks.Therefore,followingquestionwasasked“If

Table 6. Assessing customer satisfaction about service quality of bank

Questions
Very much 

satisfied Satisfied Neutral Not satisfied Very much 
dissatisfied

CB IB SAB CB IB SAB CB IB SAB CB IB SAB CB IB SAB

Howwould
yourate

yourlevelof
satisfaction

withthisbank
duringyour

transactions?

28 42 41 38 35 32 28 18 20 2 3 2 2 1 1

Technology
associatedwith

yourservice
isvisually

appealingat
yourbank?

10 26 15 38 48 35 46 23 49 3 1 0 1 0 0

Whenyou
havea

problem,your
bankshowsa

sincereinterest
insolvingit?

18 12 20 40 40 50 31 15 18 6 0 5 3 0 2

Yourbank
givesclear

guidanceand
information

aboutusageof
servicesand

facilities?

17 22 22 44 41 42 25 29 22 10 4 10 2 2 1

ATMofyour
bankislocated
ataconvenient

place?

28 32 35 49 6 47 11 7 9 8 47 5 2 0 0

Table 7. Assessing the preference of customers in selection of bank type

Type of bank

If you will be given a choice between a full fledge Islamic bank and standalone Islamic 
branch, would you prefer standalone branch?

Why not
Yes, only if its 

services are better 
than Islamic banks

Yes, only if I trust 
in members of 
Shariah board

Never

conventionalbank 14% 22% 31% 6%

Islamicbank 5% 35% 42% 11%

SAB 7% 35% 51% 2%

Total 9% 30% 41% 6%
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youwillbegivenachoicebetweenafullfledgeIslamicbankandstandaloneIslamicbranch,would
youpreferstandalonebranch?”andtheresultsaresummarizedinTable7andFigure6.

WhenthecustomerswereaskedaboutthechoicebetweenIslamicbanksandstandalonebranch,
41percentrepliedtheywillpreferonlyiftheytrustShariahboardmembers,30percentrepliedthat
theywillpreferiftheservicesarebetterthanIslamicbanks,6percentrepliedneverpreferand9
percentrepliedwhynot.Thisshowsthat9percentcustomershadfulltrustonthesebanks,and6
percentdidnottrustevenifthesebanksprovidebetterservices.

5.5 Reasons of Not Converting to an ISLAMIC BANK
Fromthepreviousquestionitisanalyzedthattherearemanycustomerswhoarewillingtoconvert
theiraccountstoIslamicbanks,belowsectionsummarizestheresultsofthereasonsfornotconverting
yet.ItgivesaverygoodimplicationforIslamicbankstomakethepolicykeepingthesereasonsin
mind(Table8).

Almost50percentcustomersthoughtthatthereisnoIslamicbankintheirarea(Figure7).Islamic
banksarenewsotheyneedmoretimetoestablishbutcustomersshouldcooperatewiththesebanks
inestablishingtheirnetwork.

Fromtheconventionalbanks,20percentcustomersfeltthereasonofnotopeninganaccountis
thattheyarelazy,andnotfindingtimetogotobankforopeninganaccountand27percentcustomers
thoughtthatthisisnotthereasonfornotopeninganaccountinIslamicbank.

Figure 6. Assessing the preference of customers about bank selection

Table 8. Reasons of not converting to an Islamic bank

Questions
Strongly 

Agree Agree Neutral Disagree Strongly 
Disagree

CB CB CB CB CB

ThereisnoIslamicbankinmyarea 14% 25% 12% 17% 12%

NoIslamicbankapproachedme 20% 24% 12% 10% 2%

ProcedureofopeninganaccountisdifficultinIslamic
bank 8% 26% 28% 18% 8%

Iamlazyornotfindinganytime 10% 20% 11% 15% 12%
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MorethanhalfoftherespondentsthoughtthereasonofnotopeninganaccountisthatnoIslamic
bankapproachedthem(Figure8).Islamicbanksshouldimprovetheirmethodofadvertisingsothat
moreandmorecustomerscangettheknowledgeaboutit.

Figure 7. There is no Islamic bank in the area

Figure 8. No bank approached me
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Some28percentcustomersthoughtthattheprocedureofopeninganaccountinIslamicbanks
wasdifficultthatiswhytheywerenotopeningaccountinthesebanks(Figure9).Islamicbanks
shouldimprovetheirproceduresothattheycanattractmorecustomerstowardsIslamicbanks.

CoNCLUSIoN

Theconventionalbankingwastheonlychoicewhenitcomestothepeoplereluctanttowardsinterest.
Interest is the integral part of conventional banking. After the emergence of Islamic financial
institutions and conventional financing faced competition. At the same time, customers get two
choicestodecideuponusingbankingservices.Theobjectiveofthisresearchistoinvestigatewhether
conventionalandIslamicbanksarecompetitorsintheopinionofthecustomers.

Survey based investigation consisted of five major areas. Firstly, the area investigated is
relationshipbetweensocioeconomicprofileofcustomersandbankchoice.Secondmajorcontest
istheperceptionofthecustomersaboutIslamicandconventionalbanksandtowardsinterestrate.
Whereas,concernsofcustomersaboutprofitdistributionbythebanks,assessmentofcustomers’
preferenceinselectingthebanktypearethirdandfourthareaofstudyrespectivelyandfinallythe
reasonbehindnotconvertingtowardsIslamicbankshasbeendetermined.

However,theanalysisofthisstudyindicatesthatmiddleagepeople(26-40)yearshavesignificant
roleinallthreebankingsystemssuchasconventionalbanks(51%),Islamicbanks(45%)andfinally
standalonewith(64%)withthesepercentagevalues.It isalsoobservedthat(38%)and(48%)of
customersofstandaloneandconventionalbanksrespectivelypreferredtoshifttheiraccountstoward
Islamicbanks, if theyget any Islamicbankbranch in localityor area.Furthermore,perceptions
ofcustomersregardingthat theyfeelanydifferenceamongthreedifferent typesofbankingthen
onlystandalonebankscustomershavea significantanswerwith (48%),while restofboth types
ofcustomersfoundinsignificantrole.Moreover,Islamicbankingcustomersresponse(68%)show

Figure 9. Procedure of opening an account is difficult
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positivelysignificantascomparedtorestoftwobankingsystem,duringansweringthatifIslamic
banksgiveyouconsecutiveprofitforthree(3)yearsandtheypreferredtostaywithIslamicbanks.

Future Research
Fromthewholeanalysis,itisbeingconcludedthatinitiallytherearemixfeedbackfromtherespondents
regardingtheperceptionandapproachestowardsIslamicbanksbutinthenearfutureIslamicbanks
wouldbecomeagiantfinancialindustry.Furthermore,theresultsrevealedthatIslamicbanksare
competitorsofconventionalbankingsystem.Hence,thereisadireneedtoorganizethebothIslamic
andconventionalintermediariesinsuchamannerthatthesegrowupandfulfiltheneedsandwantsof
theircustomers,expandandprovideexcellentservicestothecustomertoproperlyexistinthemarket.
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