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ABSTRACT

Islamic financial industry has shown a positive growth that attracts many investors and
clients worldwide. Malaysia, one of the pioneer members of this emerging industry is
also experiencing notable development in operating more than seventeen Islamic banking
institutions. However, non-Muslim clients experienced difficulties when it comes to
understanding of overall system, principles, features and sophisticated Arabic terms that
Islamic banks use. The purpose of this research is to examine the level of awareness,
understanding and perceptions of non-Muslims in selected northern universities of
Malaysia towards Islamic banking products and services. In addition, this study also aims
to investigate if there are any demographic factors influence the awareness,
understanding and perceptions of Islamic Banking products and services among non-
Muslim students in selected universities. The result showed that the vast majority of
respondents generally aware of Islamic banking products and services. Nevertheless, the
result also indicated that non-Muslim students do not have enough knowledge and
understanding towards Arabic terms that Islamic Banks use in their products and
services. The study found that there is significant relationship between understanding and
awareness. Furthermore, the result showed that there is no significant relationship
between perception and awareness. Moreover, the study found that demographic factors
such as age, religion, and level of education show significant differences among
respondents, while gender show no significant difference among the respondents. This
study contributes to the available literature in Islamic banking Industry in general while
imparts in managerial aspects through its recommendations. It suggests that Islamic
banking managers should take all necessary steps to adopt marketing policies and other
endeavours in order to make sure that all clients of Islamic banks should have a
maximum awareness, understanding and positive perception towards the products and
services of Islamic banking.
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ABSTRAK

Industri kewangan Islam telah menunjukkan perkembangan yang positif yang telah
menarik ramai pelabur dan pelanggan di seluruh dunia. Malaysia adalah merupakan
perintis di dalam industri yang baru ini dan telah mengalami perkembangan yang ketara
yang beroperasi lebih daripada tujuh belas institusi perbankan Islam. Bagaimanapun
pelanggan bukan Muslim mengalami kesukaran apabila berhadapan dengan kefahaman
keseluruhan sistem, prinsip, ciri-ciri dan pengunaan bahasa Arab terhadap istilah yang
tertentu yang telah digunakan oleh perbankan Islam. Tujuan kajian ini adalah untuk
mengenalpasti tahap kesedaran, kefahaman dan tanggapan orang bukan Muslim terhadap
produk dan perkhidmatan perbankan Islam. Selain itu kajian ini adalah bertujuan untuk
mengenalpasti sama ada faktor demografi mempengaruhi kesedaran, kefahaman dan
tanggapan terhadap produk perbankan Islam dan perkhidmatan di kalangan pelajar bukan
Muslilm di univesiti yang terpilih iaitu Universiti Utara Malaysia. Keputusan
menunjukkan majoriti responden secara umumnya menyedari akan produk dan servis
perbankan Islam. Walaubagaimanapun, hasilnya juga menunjukkan pelajar-pelajar bukan
Islam tidak mempunyai pengetahuan dan kefahaman yang cukup terhadap istilah Arab
yang digunakan oleh produk-produk dan perkhidmatan perbankan Islam. Tambahan pula,
hasilnya juga menunjukkan terdapat hubungan yang tidak signifikasi antara persepsi dan
kesedaran. Walaubagaimanapun, kajian ini mendapati bahawa faktor demografi seperti
umur, agama, dan tahap pendidikan menunjukkan signifikasi yang berbeza antara
responden, manakala jantina menunjukkan tiada perbezaan yang signifikasi di kalangan
responden. Kajian ini menyumbang kepada kesusteraan yang ada dalam industri
perbankan Islam secara umum, manakala menyampaikan dalam aspek pengurusan
melalui cadangan. Adalah disarankan bahawa pengurusan perbankan Islam seharusnya
mengambil langkah yang perlu untuk menerima pakai dasar-dasar pemasaran dan usaha
lain untuk memastikan bahawa semua pelanggan perbankan Islam mempunyai kesedaran
yang maksimum, pemahaman dan persepsi yang positif terhadap produk dan
perkhidmatan perbankan Islam.

Kata kunci: Kesedaran, kefahaman,persepsi, bukan Muslim, faktor-faktor demografi
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CHAPTER ONE

INTRODUCTION

1.1. Introduction

This chapter discusses the background of Islamic banking industry in Malaysia as this
study is conducted. Moreover, this chapter comprises seven parts. The chapter also
emphasizes the background of the study, problem statement, research questions, research
objectives significant of the study and scope and limitations of the study. Lastly, this

chapter highlights the organization of the thesis.

1.2. Background of Study

Malaysia is moderate Muslim nation which has made tremendous progress in developing
Islamic banking system. The nation has been promoting and enhancing Islamic banking
industry in general in which many commentators regard as one of the most advanced
market of Islamic Financial industry across the globe. As for definition, according to
worldwide organization of Islamic Banks, Islamic banking is defined as financial

institution that operates under the guidelines of Sharia principles.

Furthermore, the very objective of Islamic banking system is to enhance and develop the

unity of Muslim societies as well as to make sure a just distribution and utilization of



The contents of
the thesis is for
internal user
only



REFERENCES

Abdul Aziz Abdullah, R. S. (2015). Perception of Non-Muslim customers in Malayisa .
Internatonal Journal of Business and Science, 3(11), 45-68.

Abdulhalim, A. & Mohd Nordin, N. A. (2001). A study on Islamic Banking Education
and Strategy for New Millenium : Malaysian Experience. International Journal
of Islamic Financial Services, 2(4) 3-11.

Abdullah, A. A., Sidek, R., & Adnan, A. A. (2012). Perception of non-Muslims
customers towards Islamic banks in Malaysia. International Journal of Business
and Social Science, 3(11), 151-163.

Adiwarman. K., & Affif, A. Z. (2005). Islamic Banking Consumer Behaviour in
Indonesia: A Qualitative Approach. International Journal of Islamic Finance ,
25-36.

Adiwarman. K., & Affif, A. Z. (2005). Islamic banking consumer behavior in Indonesia:
a qualitative approach. Pper presented at the 6th International Conference on
Islamic Economics and Finance, (pp. 21-24): Jakarta

Ahasanul. H., Jamil. O., & Ismail , A. Z. (2009). Factor Influences Selection of Islamic
Banking:A Study on Malaysian Customer Preferences. American Journal of
Applied Science, 6(5), 922-928.

Ahmad, N., & Haron, S. (2002). Perceptions of Malaysian corporate customers towards
Islamic banking products and services. International Journal of Islamic
Financial Services, 3(4), 13-29.

Ahmad, N., & Haron, S. (1994). Bank patronage factors of Muslimand non-
Muslim customers. International Journal of Bank Marketing, 12(1), 32-40.

Amin, H. (2007). Borneo Islamic Automobile Financing: Do Demographics
Matter? Labuan e-Journal of Muamalat and Society, 1(1), 68-81.

89


http://www.emeraldinsight.com/doi/abs/10.1108/02652329410049599
http://www.emeraldinsight.com/doi/abs/10.1108/02652329410049599

Arshad, N. C. (2011). Regulation on the paramaterized of Mudharabah contract : A
critical analysis. International Journal of Economics and Research, 2 (3), 157-
189.

Aspfors, E. (2010). Customer Perception of Products , Service and Image. VAASA
University of Applied Science , 10-40.

Azrin, A. (2012). Perceptions towards non-Muslims customers towards Islamic Banking
in Malaysia. International Journal of Business and Social Science, 3(11), 152-
160.

Bogor University, Bank Indonesia. (2005). Potency, Preference and Community's
Attitude Toward it in South Kalimantan. Jakarta: Author.

Bank Negara Malaysia (2010). Central Bank of Malaysia . Retrieved February 25, 2015,
from http://www.bnm.gov.my/index.php?ch=fs_mfs&pg=fs_mfs_bank

Bank Islam. M. B.(2015, April 11). Corporate profile . Retrieved April 04, 2015, from
Bank Islam Web Site:
http://www.bankislam.com.my/en/Pages/CorporateProfile.aspx?tabs=1

Bhatti, M. A., Hoe, C. H., & Kaliani Sundram, V. P. (2012). A Guide for Beginners Data
Analysis Using SPSS and AMOS. Kuala Lumpur : Pearson Malaysia .

Blaikie, N. J. (2003). Analyzing Quantitative Data: From Description to Explanation.
Thousand Oaks, California: SAGE Publications Ltd.

Bley, G., & Kermit. K. (2004). Conventional Versus Islamic Finance : Student
KNowledge and Perception in the United Arab Emirates . International Journal
of Islamic Financial Services, 5(4), 17-30.

De Run, E. C., & See Lip, D. Y. (2008). Awareness, understanding and behaviour of
Islamic banking: Results of a special study. IBB .

Fabrigar, L. R., Wegener, D. T., & MacCallum, R. C. (1999). Evaluating the use of
exploratory  factor analysis in  psychological research.Psychological
methods, 4(3), 272.

90



Given, L. (2008). The Sage encyclopedia of qualitative research methods. Los Angels :
Sage Publications Inc.

Gliner, J. A. (2009). Research Methods in Applied Settings. Abingdon, United Kingdom:
Taylor & Francis Group Publishing Inc.

Gorman , K. O., & R. M. (2014). Reserach Methodology for business and Management.
Oxford, United Kingdom : Goodfellow Publishers Limited.

Gerrard, P., & Barton Cunningham, J. (1997). Islamic banking: a study in Singapore.
International Journal of Bank Marketing, 15(6), 204-216.

Hair , J. F., Black, W. C., Babin, B. J., & Anderson, R. E. (2009). Multivariate Data
Analysis. Upper Saddle River: Printice Hall.

Hui, W. Z. (2012). Awareness of Islamic Baking products and services among non-
Muslims in Malaysia . Kuala Lumpur : Unitar Publications press .

Hussain, G. R., & Ralf, Z. (2006). Awareness of Islamic banking products among
Muslims: The case of Australia. Journal of Financial Services Marketing, 12(1)
65-74.

Hair, J., Bush. R., & David. O. (2003). Marketing research: within a changing
information environment. New York : McGraw-Hil.

Hair, J. F., Money, A. H., Samouel, P., & Page, M. (2007). Research methods for
business. Education Training, 49(4), 336-337.

Khir,. K.,Gupta. L.,Shanmugam, B. (2008). Islamic banking: A practical perspective.
Kuala Lumpur : Pearson Malaysia.

Keong Lee, K. M. (2012). Awareness of Islamic banking products and services among
non-Muslims in Malaysia . Kuala Lumpur: Universiti Tun Abdulrahman.

Karbhari, Y., Naser, K., & Shahin, Z. (2004). Problems and challenges facing the Islamic
banking system in the west: The case of the UK. Thunderbird International
Business Review, 46(5), 521-543.

91



Khan, M. S. N., Hassan, M. K., & Shahid, A. I. (2008). Banking behavior of Islamic bank
customers in Bangladesh. Journal of Islamic Economics, Banking and
Finance, 3(2), 159-194.

Krejcie, R. V., & Morgan, D. W. (1970). Determining Sample Size for Research.
Educational and Psychological Measurement, 30 (3) 607-610.

Lawrence, M. S., Glenn. G., & Guarino. A. (2006). Applied multivariate research:
Design and interpretation. New York : Sage.

Loo, M. (2010). Attitudes and Perceptions towards Islamic Banking among Muslims and
Non-Muslims in Malaysia: Implications for Marketing to BabyBoomers and X-
Generation. International Journal of arts and Science, 3 (13) 453-485.

Lateh, N., Ismail, S., & Ariffin, N. M. (2009). Customers’ perceptions on the objectives,
characteristics and selection criteria of Islamic bank in Thailand.Gadjah Mada
International Journal of Business, 11(2), 167-189.

Metawa, A., & Almossawi. M. (1998). Banking behavior of Islamic bank customers:
perspectives and implications. International Journal of Bank Marketing, 16(7),
299-313.

Mark. S., Philip. L., & Adrian. T. (2009). Research methods for business students .
Edinburgh: Pearson Education limited .

Mirakhor, A. (2010). Wither Islamic Finance : Risk sharing in age of crises . Oxford
Centre for Islamic Studies (pp. 1-29). Oxford : International institute of
advancing Islamic studies .

Muhammada, M. Z., & Chonga, R. (2007). The Contract of Bay’Al-Salam and Istisna’in
Islamic Commercial Law: A comparative analysis. Labuan e-Journal of
Muamalat and Society, 1, 21-28.

Munhurrun, P. R., Lukea-Bhewajee , S. D., & Perunjodi. N. (2010). Service Quality in
the Public Service. International Journal of Management and Marketing
Research, 3(1), 37-50.

92



Malaysian department of Statistics. (2011). Population Distribution and Basic
Demographic Characteristic Report 2011. Putrataya : National department of
Istatistics .

Naveed , A. K., & Kashif, R. (2010). Customer Satisfaction and Awereness of Islamic
Banking System in Pakistan. African Journal of Business Management , 662-671.

Ogunbado, A. F. (2012). Impacts of Colonialism on Religions: An Experience of
Southwestern Nigeria. Journal Of Humanities And Social Science, 51-57.

Pham, M. T., Goukens, C., Lehmann, D. R., & Stuart, J. A. (2010).Shaping customer
satisfaction through self-awareness cues. Journal of Marketing Research, 47(5),
920-932.

Pallant, J. (2013). SPSS Survival Manual. New York : McGraw-Hill .

Queensland government. (2014). Knowing your products and services. Retrieved April
10, 2015, from: https://www.business.qld.gov.au/business/running/sales-
customer-service/sales-skills/knowing-products-services

Reidy, J., & Dancey. C.P. (2004). Statistics Without Maths for Psychology. Upper Saddle
River, New Jersey: Prentice Hall.

Riley, J. (2012, September 23). Tutor To You . Retrieved April 11, 2015, from Tutor to
you web site :
http://www.tutor2u.net/business/marketing/segmentation_bases_demographic.as

Y
Robert Lavidge, G. S. (1961). A model for predictive measurements . Journal of
Marketing,25(6), 59-62.

Robin Wigglesworth, A. M. (2013). David Cameron Aims to boost Islamic Finance .
London: Financial Times .

Rogers, E. M. (1962). Diffusion of innovations . New York : free press of Glencoe.

Seethaletchumy , T., Uchenna , C. E., Arul , J. S., & Kesavan , A. (2011). Customers’
Perception on Islamic Retail Banking: A Comparative Analysis between the

93



Urban and Rural Regions of Malaysia . International Journal of Business and
Management,6(1), 188-193.

Sekaran, U. (2003). Research Methods for Business. Hoboken , New Jersy : John Wiley
& Sons, Inc.

Zikmund, W. G. (2003). Business Research Method. Mason: Thomson South-Western.

94





