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ABSTRACT 

 

Islamic banks have shown a positive growth that attracts many scholars, investors, and 

clients globally. In Malaysia, it has been almost three decades when the first Islamic 

bank makes its debut. Islamic banks have to compete with its conventional banks 

which have longer history than Islamic banks. Malaysia, one of the pioneer members 

of this emerging banks 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. This study examined 

the level of awareness, understanding and perceptions among the Non-Muslim’s 

students of USM on Islamic banking products and services. Data was collected using 

hand delivery questionnaire survey approach. Using non probability sampling, two 

hundred and sixty (260) Non-Muslim USM students’ respondents were selected to 

participate in this study. For the analysis, one-way ANOVA and Pearson Correlation 

Coefficient was adopted to analyse the results. The result revealed that most of the 

non-Muslim students in USM are not aware with some of the Islamic banks products 

and services. The study further found that although there is no significant relationship 

between understanding and awareness, a positive correlation between understanding 

of Islamic bank product and awareness among the non-Muslims students of USM 

exist. Also, the result showed that there is positive significant relationship between 

perception of Islamic bank product and its awareness among the non-Muslims students 

of USM. Moreover, the study found that demographic factors such as gender, age, 

religion, and level of education show no significant differences among respondents. 

This study provides theoretical and managerial implications for the Islamic bankers to 

attract non-Muslims customers and recommendations for future research in Islamic 

Banking. The managerial implication of this study is for the Islamic banking industry 

and managers should take all necessary steps to adopt marketing policies and other 

endeavours in order to make sure that all clients of Islamic banks understand the 

benefit of Islamic banking products, positive perception towards the Islamic banking 

products and services, and should have a maximum awareness of all the Islamic 

banking products and services. 

 

Keywords: Islamic banking products, awareness, understanding, perception, 

demographic factor
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ABSTRAK 

Bank-bank Islam telah menunjukkan pertumbuhan positif yang menarik ramai ulama, 

pelabur, dan pelanggan di seluruh dunia. Di Malaysia, sudah hampir tiga dekad ketika 

bank Islam pertama membuat debutnya. Bank Islam perlu bersaing dengan bank-bank 

konvensional yang mempunyai sejarah lebih panjang daripada bank Islam. Malaysia, 

salah seorang ahli perintis bank-bank baru ini juga mengalami pembangunan yang 

ketara dalam mengendalikan lebih daripada tujuh belas institusi perbankan Islam. 

Walau bagaimanapun, pelanggan bukan Islam mengalami kesulitan apabila 

memahami sistem, prinsip, ciri dan istilah Arab yang digunakan oleh bank Islam. 

Kajian ini mengkaji tahap kesedaran, pemahaman dan persepsi di kalangan pelajar 

bukan Islam USM mengenai produk dan perkhidmatan perbankan Islam. Data 

dikumpul menggunakan pendekatan tinjauan kuesioner penghantaran tangan. 

Menggunakan prosedur persampelan mudah rawak, dua ratus enam puluh (260) 

responden pelajar USM Bukan Islam dipilih untuk mengambil bahagian dalam kajian 

ini. Untuk analisis, satu cara ANOVA dan Pearson Correlation Coefficient telah 

digunakan untuk menganalisis hasilnya. Hasilnya mendedahkan bahawa kebanyakan 

pelajar bukan Islam di USM tidak mengetahui dengan beberapa produk dan 

perkhidmatan bank Islam. Kajian ini juga mendapati bahawa walaupun tiada hubungan 

yang signifikan antara pemahaman dan kesedaran, hubungan positif antara 

pemahaman tentang produk dan kesedaran bank Islam di kalangan pelajar bukan Islam 

di USM wujud. Selain itu, hasilnya menunjukkan terdapat hubungan yang signifikan 

antara persepsi produk bank Islam dan kesedaran di kalangan pelajar bukan Islam 

USM. Selain itu, kajian mendapati bahawa faktor demografi seperti jantina, umur, 

agama, dan tahap pendidikan tidak menunjukkan perbezaan yang signifikan antara 

responden. Kajian ini menyediakan implikasi teoretikal dan pengurusan bagi bank 

Islam untuk menarik pelanggan bukan Islam dan cadangan untuk penyelidikan masa 

depan dalam Perbankan Islam. Implikasi pengurusan kajian ini adalah bagi industri 

perbankan Islam dan pengurus harus mengambil langkah-langkah yang diperlukan 

untuk mengadopsi kebijakan pemasaran dan usaha lain untuk memastikan semua klien 

bank Islam memahami manfaat produk perbankan Islam, persepsi positif terhadap 

Islam produk dan perkhidmatan perbankan, dan harus mempunyai kesedaran 

maksimum semua produk dan perkhidmatan perbankan Islam. 

 

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

 

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  

According to Murad, Gill & Ali, (2016), Islamic banking was an abstract concept until 

the first half of the twentieth century. However, it has now became a full-fledged 

system and discipline. Islamic banking first gained its appearance in Egypt at Mit 

Ghamr by Ahmad El Najjar in 1963. 

 

In the seventies, many political changes have taken place in the Muslim countries 

which helps to facilitate the establishment of Islamic financial institutions. During this 

time, some Islamic banks came into existence in the Middle East. Examples are The 

Islamic Development Bank (IDB), the Dubai Islamic Bank (1975), the Faisal Islamic 

Bank of Sudan (1977), the Faisal Islamic Bank of Egypt (1977), the Bahrain Islamic 

Bank (1979), and the Philippine Amanah Bank (PAB) was set up in 1973, operates 

two windows for deposit transactions in commercial and Islamic (Ogunbado,  Ahmed 

& Abubakar, 2017). 
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Later, Islamic banks and financial houses were established in Qatar, Sudan, Bahrain, 

Indonesia, Guinea, Denmark, Turkey, England, Jordan and Switzerland. Now, it is 

estimated that there are more than 250 Islamic banks operating in over 75 countries. 

Even in non-Muslim majority nations like the UK, Australia, United States of 

America, they are attempting to set up Islamic Financial Institutions. 

 

Malaysia is moderate Muslim nation which has gained gigantic ground in developing 

an 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 (Alserhan, 2017). With 

respect to definition, as indicated by the overall association of Islamic Banks, Islamic 

banking is characterized as a monetary organization that works under the rules of the 

Sharia principles (Mohamed, 2016). 

 

 Ali and Nisar, (2016) the very objective of Islamic banking is to improve and build 

up the solidarity of Muslim society orders just as to ensure a fair appropriation and 

usage of assets in a similarity of Islamic paradigm and its pure teachings . Implying 

that all banking activities, for example, products and services, deposit transactions and 

financing modes given by Islamic banks to its individual customers must be completed 

in similarity with the Islamic principles (Bindabel 2017).  

 

Afterward, it is essential to highlight that non-Muslims have less understanding and 

knowledge in terms of Islamic banking products and services. This is the extent that 

Muslims knew or aware with the basic principles of Islamic banking and sharia 

strategies in particular. This is due to Islamic banking system’s beginning from the 
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Sharia perspectives and it is consistent with Shari’ah procedures which are grounded 

on the demands of Quran and Sunnah. With this, it is clear that non-Muslims are not 

conversant with the Shari’ah and its basic principles (Shah, 2016).  

 

Usman, Tjiptoherijanto, Balqiah & Agung (2017) shown that there is a chance of non-

Muslims establishing a relationship with the Islamic banks if they have a 

comprehensive understanding about the actions of an Islamic banking system. Besides, 

it is more of a task and problematic for them to have sufficient understanding which 

would ease their usage towards Islamic banking products and services (Hoque, Hassan, 

Hashim & Zaher, 2019). 

 

Meanwhile, the non-Muslims‟ perception of an Islamic banking, non-Muslims were 

unconvinced whether the establishment of Islamic banking will develop the over-all 

awareness of Islamic banking products and services or not. Similarly, non-Muslims, 

were unsure on the potential of Islamic banking products in the future despites many 

positive potentials, such as foreseeing Malaysia to be the Islamic financial centre of 

the world being made by the authority (Latif, 2019).  

 

Although, it may be due to the absence of public information on knowledge and news 

of Islamic banking since not much had been widely and widely written on the probable 

of Islamic banking products and services in the future (Iqbal & Molyneux, 2016). 

Therefore, these above suggestions illustrate that non-Muslims‟ perception towards 

Islamic banking products and services are not that clear and so it needs more 

clarification whether non-Muslims have positive perceptions towards Islamic banking 

or not. 
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Furthermore, as a growing financial industry, Islamic banking and finance have 

forcefully picked up the market with non-Muslims in the world as a result of its 

appealing principles, which reflect the bank's undertakings to exceed expectations 

religious convictions to a tangible market.  

 

Pollard, Huxley, Martin, Green, Griggs, Ilic, & Piggott (2019), stated that in this 

manner, Islamic financing is pervaded with Islamic arranged financial aspects with 

present day loaning standards in which its items could be offered to both non-Muslims 

and Muslims. In spite of the banking sector, past connections with Muslims who need 

to dismiss customary banks, Islamic financial industry was effectively indicated 

positive steps by drawing in and picking up a bigger circle of clients in decades due to 

the stakeholders and expanding requirement for morally contributing financial 

methods (Moisseron, Moschetto & Teulon, 2015).  

 

Showing that Islamic banking is becoming undeniably more than traditional banking 

with almost 50 percent, he said that while worldwide Islamic investment is relied upon 

to develop with £1.3 trillion and he pledged that he needed to ensure a major extent of 

that recent investment is made there in United Kingdom (Robin Wigglesworth, 2013). 

With these above signs, obviously, the industry is becoming growing more than 

expected. Along these lines, this reveals insight into pulling in non-Muslim investors 

and clients over the world. 
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Seah, Tan, Ong, Lim and Choong (2017) cited that in Malaysia, Islamic Banking is 

being utilized by the Muslims and non-Muslims, in any case, in spite of the fact that 

Muslims are more inclination than the non-Muslims with regards to the industry’s 

clients. Dupret (2018) believe that due to Islamic banking terms and more non-Arabic 

terms which have implanted with names of Islamic Banking items and its ideas where 

numerous non-Muslim clients have less understanding. With this, Non-Muslim 

students in Malaysian advanced education organizations still need basic in  

understanding that will facilitate their loyalty and connection with Islamic banking 

products and services (Usman, Tjiptoherijanto Balqiah & Agung 2017). 

 

1.3 Problem Statement 

Islamic banking has experienced worldwide acceptance by early 2015. During that 

period, there were at least 176 Islamic banks around the world, and the deposits exceed 

$147billion. (Lodge & Wilson, 2016). Many of the non-Muslims majority nations such 

as United Kingdom and Thailand have introduced Islamic Finance into their financial 

system. In Malaysia, it is almost three decades now since Islamic banking was first 

gained its appearance in Malaysia, back in 1983, when Bank Islam Malaysia Berhad 

(BIMB) commenced its operations.  

 

Islamic Banking has gain the ground in Malaysia and made the country a centre for 

one of the biggest and best innovative Islamic Banking institution focuses worldwide 

and contributed to the progressions of Malaysia's financial background (Islam & 

Kamruzzaman, 2015). Implying that, Islamic financial industry has delivered new 

incredible and measurement in a country banking sector. These situations have made 
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clients to change their preference they have interest for better and exceptionally 

advanced financial items and administrations banking products and services 

(Georgosouli, Coleman & Rice 2018). 

 

Similarly, as there were huge financial banks in ongoing decades, either Islamic or 

conventionally styled banks, clients, non-Muslims and Muslims have been 

indistinguishably confirmed with enormous selections to choose when it comes to the 

banking products and services (Mohamed, Mirakhor, & Erbas, 2018). Hence, banking 

customers are now focusing as which system to choose and switching to the 

institutions that satisfied their banking needs before they take any 8 decisions. Equally, 

this scenario also exhibits to the products and services which are provided by Islamic 

banking institutions. 

 

Meanwhile, this scenario also exhibits to the products and services which are given by 

Islamic banking institution. Consequently, this is essential to take note of that it isn't 

simply to contend with services and products given by their counterpart (Brown & 

Duguid, 2017). Nonetheless, this ought to likewise challenge products and services 

that have been offered by the Islamic Bank institution itself. Other than that, it was 

discovered that about nearly of Islamic financial customers were non-Muslims (Johan, 

Hussain, Putit, Dali & Hafit 2017). 

 

Although, the circumstance were non-Muslims are using Islamic Banking products 

and services, at that point, Islamic banking players should consider the possibility that 

these non-Muslim clients still have some difficulties that may limit their loyalty and 
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routine with regards to Islamic banks (Kuran, 2018). Also, it is noticed that because of 

the essential principles of Islamic banking itself and more Arabic terminologies, non-

Muslims in Malaysia including youthful academicians have some way or another 

restricted knowledge and awareness (Ock, Srivastava & Wright, 2017)  

 

Islamic Banks therefore should intensely endeavour toward opposing with their 

conventional counterparts through fascinating non-Muslims and generating tangible 

determinations to make easiness those contests in order for non-Muslims to recognize 

the whole tasks and basic principle of Islamic banking system (Mbawuni & Nimako, 

2018). However, these studies remained the overall and targeted only to awareness of 

non-Muslims towards Islamic banking products and services. However, this study 

focuses on the awareness of non-Muslim students in selected higher education 

institutions in Malaysia. 

 

1.4 Research questions  

1. What are the awareness of non-Muslim students in USM concerning Islamic 

Banking products and services?  

2. What is relationship among understanding and awareness of Islamic banking 

products among the non-Muslim students USM?  

3. Is there is relationship between perception, and awareness of Islamic banking 

products among the non-Muslim students USM? 

4. Are there any differences between demographic factors such as age, religion and 

level of education and awareness of non-Muslim students in selected in USM, Penang? 
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1.5 Research Objectives  

1. To determine the awareness of non-Muslim students in USM towards Islamic 

Banking products and services.  

2. To examine the relationship between understanding and awareness of Islamic 

banking products among the non-Muslim students USM. 

3. To investigate the relationship between perception, and awareness of Islamic 

banking products among the non-Muslim students USM. 

4. To examine the differences between demographic factors such as age, religion and 

level of education and awareness of non-Muslim students in USM, Penang. 

 

1.6 Significance of study  

As this study focuses on the awareness, understanding, perception and demographic 

factors that influence the awareness of non-Muslim University Sains Malaysia towards 

Islamic banking products and services, we should consider that Malaysia is a 

multiracial nation wherein Muslims, Buddhists, Hindus, Christians, and others are 

living next to each other. With this, concerning the rate circulation of Malaysian 

population by religion in 2011 evaluation, it's prominent that about 61.3 percent of the 

population was Muslims, which means almost 40 percent of the population are non-

Muslims (Razak & Shahabuddin, 2018). Along these lines, the Islamic Banking 

industry isn't only offered for simply Muslim customers, yet additionally offered for 

non-Muslim clients. Along these lines, non-Muslim's market is also potential and 

indispensable for the presence of Islamic banks in Malaysian landmass. Furthermore, 

the market of non-Muslims is progressively potential and essential for Islamic banks 

(Motahhir, 2015). 
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Therefore, disregarding Islamic banks by non-Muslims since they have no sufficient 

thought or understanding, Islamic Financial institutions will encounter a few troubles 

to assume their job for competing with their conventional banking institutions. Plus, 

it's for Islamic banking institutions to execute significant endeavours and ventures to 

attract in non-Muslim clients as it could upgrade and improve their long term survivals. 

From now on, what is increasingly noteworthy in this study is that as long as the 

Islamic banking institution remembers in how far non-Muslim clients in Malaysia 

aware of Islamic banks, the foundations can think of solid arrangement or plan in 

which they are focusing on marketing policies for non-Muslim customers and match 

their level of awareness (Sy, 2018).  

 

In other words, Islamic banking institutions can also use the results and the findings 

of this study in order to improve the knowledge and understanding of Malaysian non-

Muslims banking clients and their profile of the potential non-Muslim banking users. 

On the other hand, this paper will also help Islamic banking sector for establishing 

several policies and strategies to grip more non-Muslim customers through identifying 

the customers’ level of understanding, awareness, and perceptions as well as their 

demographic factors towards Islamic banking systems. 

 

1.7 Scope and limitations of study  

The scope of this study only focuses on the awareness of Islamic banking products and 

services among non-Muslim University Sains Malaysia. These selected university is 

University Sanis Malaysia because previous research was tested at the northern part of 

Malaysia which involves several universities.  With this, this study investigates some 
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of the factors that are aligned with awareness of Islamic Banking products and 

services. Furthermore, this study’s purpose is to determine the level of awareness of 

non-Muslim students through their perceptions, understandings as well as 

demographic factors. 

 

1.8 Definition and key terms  

1.8.1 Awareness: is a degree to which products and services are concerned and 

perceived by positional consumers where it partners with the products and services. In 

addition, it's generally communicated as a degree of the market's objective. This is 

likewise the fundamental goals of advertising in the underlying months of products 

and services (Hadi & Block 2019). As for Islamic banking products and services, the 

awareness of customers towards Islamic banking products and services are essential 

and vital to the industry’s performance and its market in general.    

 

1.8.2 Perception: Is a concept which regards the consumer’s impressions awareness 

and consciousness about the companies or business institutions and their products and 

services? Clients‟ perceptions are usually influenced by the company’s products and 

services. This is to say that one aspect which the business entities may compete 

successfully for today’s business is through providing strong consumer service and 

products which is imbued with quality. Therefore, successfulness of today’s business 

depends on how strongly and positively high the perception of clients and how the 

products and services offered by business companies meet the consumer’s 

expectations (Cherono, Karugu & Njuguna 2016).  
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1.8.3 Understanding: The knowledge of products and services is another vital and 

crucial sales skilfulness. This is where the products or the services‟ features and 

specifications can allow the consumer to present precisely and credibly with a full 

understanding of the products and services (Samuelsson & Andersson, 2019). Having 

said that, Islamic banking products and services are somehow difficult for some 

customers to understand especially non-Muslims; the understanding of whole process 

and operations of Islamic banking system and its basic principles or concepts are really 

a challenge for them. 

 

1.8.4 Demographic Profile or Factors: Are features of a population which is 

statistically expressed. These can be age, gender, educational level marital status, 

religion, race, occupation, income level and so on (Hassan & Saleem, 2017). As for 

this, the Islamic banking customers and non-Muslims in particular have different 

demographical backgrounds including religion, race, gender, educational level and 

age. 

 

1.9 Conclusion 

This chapter presented a general view about the outline and the direction of the 

research execution. The focus of this chapter is to define the main question about the 

research area on the awareness of Islamic banking products and services among non-

Muslim students in university Sains Malaysia. This chapter contained a brief 

introduction, background of study, problem statement and research questions. In 

addition, limitation and the scope of the study were also discussed in this chapter.
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CHAPTER TWO  

LITERATURE REVIEW 

 

2.1 Introduction 

In this chapter, the literature review comprises an evaluation of research work in order 

to contextualize the problem which the awareness, understanding and perceptions of 

non-Muslims on Islamic banking products and services. This understanding is more 

enhanced by reporting the findings of previous studies regarding the needs of, and 

challenges faced by international students 

 

2.2 The Awareness of Islamic banking products and services among non-

Muslims in Malaysia 

Beloucif, Boukhobza and Baumruck-Lawrenz (2017) have conducted a research in 

Thailand that examining the perception of the customers towards the objectives, 

characteristics and criteria of selecting Islamic bank. In their study, it was found that 

most of the Thai customers were aware of the special characteristics of Islamic banking 

system and they are different from the conventional banking system, like the forbidden 

of interest. But, they have little awareness about the Islamic banking system products 

and services. Saqib, Farooq and Zafar (2016) and Butt, Ahmad, Naveed and Ahmed 

(2018) found out that the customer‘s awareness level towards Islamic banking 

products in Pakistan and Turkey is good in some of the general products like current 

accounts and time deposit account. However, for some of the Islamic financial 

products such as Murabahah and Ijarah, most of the customers are unaware of of them. 

Khan et al. interested in examining the awareness and usage of various Islamic bank 

products and services among Islamic bank customers in Bangladesh. Their results 
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show that there is a high level of customer awareness of some general products such 

as current account and saving account. According to Tarhini, El-Masri, Ali and 

Serrano (2016), Islamic banking terms such as Prina, (2015) are appeared to be less 

popular among the banking customers. The reason for low awareness and usage for 

individual borrowing products might due to Islamic banking products are named in 

Arabic terms. 

 

On the other hand, Tucker (2017) intended to examine the awareness of Muslim 

Australians of Islamic banking, especially the demand for profit-and-loss sharing 

agreements. Their results show that generally there is a lack of awareness in regards 

to the basic rules and principles of Islamic financing. The results also indicate that a 

number of respondents would not take up halal financing options if credit facilities 

were taken away. Nobel (2019) results are supported by Nemoto, Teh, Troki, de 

Guzman and Iwamoto (2018) study which analyse the awareness on Islamic retail 

banking (IRB), between the urban and rural banking customers in Malaysia and their 

findings also show that generally there is a lack of awareness on IRB between the 

urban and rural banking customers. However, according to Run and Yeo (n.d.), non-

Muslims in Sarawak, Malaysia, are highly aware of Islamic Financing facilities. The 

difference in findings between Latip, (2015) and Kedir (2019) conducted their studies 

in the West Malaysia while Run and Yeo (n.d.) conducted their study in East Malaysia. 

 

Moreover, a study done by Kaabachi and Obeid (2016) conducted in Malaysia and 

intended to non-Muslims in Malaysia was concluded that significant number of the 

respondents were aware of Islamic Banking products and services. However, the 
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customers did not actually aware of vast majority products and services provided by 

Islamic Banking Institutions of Malaysia. 

 

Conversely, according to another study done by Haji-mohiddin and MAS (2015) 

focused on non-Muslims in Malaysia’s Borneo state of Sarawak found the non-Muslim 

clients were strongly aware of Islamic banking and financing facilities which seems 

more positive result when it comes to the awareness of non-Muslim customers in 

Malaysia. However, it’s important to signify that the two studies were conducted in 

different places in which Yaw (2015) based their study in Eastern Malaysia while 

Seethaletchumy (2017) conducted in the Malaysia’s Western regions. 

 

Moreover, research conducted by Abu Hassan, Wan, Jusoh and Hamid (2015) and 

intended to focus on Malaysia’s banking consumers concluded their study that there 

are tangible levels of awareness for Islamic banking products and services, however, 

the poor knowledge in some products as well as a confusion among the customers i.e. 

less understanding is existed. This is where clients cannot clearly differentiate 

conventional and Islamic products and services. 

 

Meanwhile, researchers suggested that a good customer education will contribute for 

making consumers more aware of Islamic banking products and Services. 

Nevertheless, Thaker, Khaliq and Thaker (2016) research depicted that merely forty 

(40%) of Muslim clients considered religion as factor when we glance the side of 

Islamic banking’s awareness and its prioritization by the consumers. However, in 
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Singapore, the awareness is not that much and the customers are still lacking awareness 

whether they are Muslims or non-Muslims (Gerrard & Barton, 2017). 

 

Therefore, these findings could signify that Islamic banking institutions cannot merely 

depend on religion as a factor of strategy but banks should alternatively compete their 

counterparts and come up with efficiencies quality based products and services in 

which non-Muslims can play their role and become a crucial part of their consumer 

arena. 

 

Besides all these above implications, a study conducted by Latif (2019 which they 

intended to examine the customers of two leading Islamic banking in Bahrain which 

are Faisal Islamic bank and Bahrain Islamic Bank found that the bank’s consumers 

have strong morale for considering Islamic principles and guidelines as the most 

influential factor in choosing Islamic bank system as their choice. Whereas other 

factors such as educational level, income and age has a meaningful influence of 

consumer’s preference in Islamic banking. 

 

Most of the previous studies have acknowledged the influence of Awareness of 

customers for Islamic banking products (Bley & Kuehn, 2014; Lateh, Ismail, & 

Ariffin, 2015; Masood, Rehman, & Rehman, 2016; Ringim & Yussof, 2017). The most 

similar findings of the past studies on customer’s awareness ware that, majority of 

Islamic banks customers responded to that religion was the primary motivation to 

patronize Islamic bank products. However, majority of the customers are not aware of 

the products of Islamic banking (considered as Islamic modes of financing). When the 
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participants were asked that what they know about Musharaka, Mudaraba, Bai 

Muajjal, Istasna, Sukuk, Ijarah, Mudaraba, and Qarz-a-Hasna; all the participants were 

not aware off the Islamic modes of financing (Masood et al., 2014). In another 

perspective, Ahmad and Haron (2015) conclude that both religious and economics are 

significant patronage factors among the Malaysian corporate customers towards 

Islamic banking products. Majority of corporate customers somehow viewed that 

Islamic banks have not done enough in educating their customers and promoting 

products and services. This is evidenced by their findings that 65% of the customers 

have limited knowledge of Islamic banking products and services ( Ngalim & Ismail 

2014).  

 

2.3 Understanding of Islamic banking products and services among non-

Muslims in Malaysia 

In Indonesia, the awareness of Islamic Banking is quite high but the understanding 

about Islamic Banks is still not sufficient (Beik & Arsyanti, 2014). According to Latip, 

(2015) some respondents who had held a halal banking product were not even aware 

of the profit and loss sharing concept. This show that they do not understand about the 

concept of their products and this would also indicate that some financial institutions 

have been guaranteeing profits. This was against the Syariah principles as gains made 

on investment without risk is merely interest rather than profit. Customer 

understanding of banking product and services from five Balkan countries found a 

significant difference in the customers' understanding of service quality in different 

countries (Quttainah & Almutairi, 2017).  
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Masood, Rehman and Rahman (2014) study in UAE also showed that Muslim students 

are more interested and knowledgeable in Islamic banking as compared to non-

Muslims. This was also supported by Jinjiri Ringim, (2014), their study on Malaysia 

corporate customers revealed that providers of Islamic banking products and services 

have not done enough in educating customers and marketing their products. As an 

example, more than 65 percent of the respondents indicated they had limited 

knowledge in Islamic banking system. Raffick (2014) study in Malaysia shows that 

the non-Muslims still could not understand the concept of Islamic banking even though 

there are a lot of advertising campaigns that targeted at them. However, for Muslims, 

100% of them agree that they understand the concept of Islamic banking. 

 

According to Amin, Abdul-Rahman and Abdul Razak (2014) their study in Malaysia 

revealed that due to lack of customers‟ understanding of what the products are and 

how they are structured, Islamic banking customers in Malaysia specifically non-

Muslim consumers were lacking the understanding of how Islamic banking products 

and services work. With this point, the said researchers indicated that Islamic banking 

Institution in Malaysia did not done their utmost efforts to educate their customers as 

well as to marking their products and services. For instance, the researchers found that 

nearly 65 per cent of the study’s survey participants revealed that they have inadequate 

knowledge and less understanding about the overall system of Islamic banking 

institutions. 

 

Another study which is executed by Jamshidi and Hussin (2016) concluded that 

Malaysian non-Muslim are still having difficulties when it comes to e understanding 
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and the basic knowledge of how Islamic banking system works. However, this study 

suggested that Muslims in Malaysia have Islamic banking knowledge compared to 

non-Muslim customers. the study also exhibited that though there were a huge 

marketing campaign conducted by the Islamic banking institutions in Malaysia, yet the 

banks fail to implement a more sophisticated and well understandable approach to ease 

the obstacles and constrains that non-Muslim customers may face when dealing with 

Islamic banking products and services. With these above indications, we can see that 

those studies at least indicated the licking gap that implies the lack of understating and 

knowledge that Islamic financial institutions experiencing when it come to their non-

Muslim customers. 

 

This is because we have to recall our-self that non-Muslim clients are potential and 

vital for the future developments and expansion of this emerging industry. Despite 

these negative results posed by the investigations of those aforementioned studies, it 

important to highlight that these findings and suggestions are for constructive gestures 

that Islamic banking industry should take in to account. 

 

Hence, implementing a concrete plan that develops the knowledge and understanding 

of customers will benefit for the industry’s competitive market where the institutions 

will compete with the conventional banks within the Muslims dominated countries but 

also non-Islamic nations such as i.e. Europe and North America. Thus, this will be a 

breakthrough for the enhancement and development of Islamic banking products and 

services. 
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2.4. Perceptions of Islamic banking products and services among non-Muslims 

in Malaysia 

In a study conducted by Ahmad and Bashir (2014) that examining the perception of 

the customers towards the objectives, characteristics and criteria of selecting Islamic 

bank, it was revealed that Thai customers perceived that there are no differences 

between the Islamic bank and the conventional bank products and services, except in 

the names used to highlight the Islamic Banking products. A study in Indonesia has 

surveyed 1,047 respondents to determine their perception towards the characteristics 

of the Islamic bank. The findings revealed that a half of the respondents viewed that 

the main characteristic of the Islamic bank was profit distribution. In addition, many 

of them viewed that the Islamic bank was conducted according to the Islamic teachings 

(Bank Indonesia 2014). Another study was also conducted in Indonesia. According to 

Karim and Affif (n.d.), in Indonesia, beside the perception that an Islamic bank is a 

bank that operates under Islamic principles (including avoiding riba), other important 

perceptions are Islamic banks are meant for Islamic consumers only, limited facilities 

provided compared to conventional banks and do not have a huge customer base. 

 

A study conducted by Adeyemi and Zare (2015) and tried to examine the perception 

of Islamic banking non-Muslims and Muslim clients in Malaysia indicated that there 

were notable variances among X-generation non-Muslims and X-generation Muslims 

as well as the non-Muslim baby boomers and Muslim baby boomers on how far they 

are perceived in Islamic banking products and services. With these findings, 

researchers concluded that according to their results, Muslim customers see Islamic 

Banking more advantageous than that of non-Muslims. Nevertheless, according to 

another study conducted by Bank 
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Furthermore, another study which was also conducted in Indonesia suggested that 

despite the perception which implies the idea that Islamic banks operate with the 

conformity of Sharia principles, the study suggested that Islamic banks operated only 

for the Muslim customers as well as quite limited facility when compared with its 

conventional counterpart where the researchers also indicated that Islamic banks 

struggling with lack of good customer bases (Ashif, 2015). 

 

2.5. Demographic factor 

2.5.1 Gender 

A study conducted by Abdullah, Sidek and Adnan (2012) indicated that there is no 

relationship between Islamic banking perceptions and gender. The study also cited that 

though there are some extents where gender for Muslims and non-Muslims differ in 

terms of awareness of Islamic banking products and services. However, the study 

asserted that due to unfamiliarity with some Islamic banking products and services, 

non-Muslims still seem to be no differences in gender when the awareness of Islamic 

banking system is taken into account. 

 

On the other hand, the outcome of this study presented that Islamic banking facilities 

are making improvement amongst non-Muslims in Malaysia’s federal territory of 

Kuala Lumpur. In spite of this constructive tendency, more endeavours are essential 

to be animated to improve the level of thoughtful for non-Muslim clienteles. In this 

case, the researchers suggested that Islamic bankers should consider any differences 

between gender and perception towards Islamic banking and their services and 

products. 
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2.5.2 Age 

In a study conducted in Pakistan by Seah, Tan, Ong, Lim and Choong (2017), it shows 

that awareness of the Islamic banking products is varied among different age group 

people, such as in the current account system and letter of credit. Majority of the 

customer that aware of Islamic banking are between the ages of 21 to 40 years. 

However, a study conducted in Borneo has suggested a different finding from Kedir, 

(2019) which is Islamic banks manager may assume that consumers are homogeneous 

in terms of their awareness and usage as corroborated by age. Age and awareness and 

usage are not statistically significant (Ltifi, Hikkerova, Aliouat & Gharbi, 2016). 

 

Furthermore, according to another research developed by Riaz, Burton, and Monk 

(2017) indicated that more than half of Britain’s Muslim populations were under the 

age of 21 years old. Hence, this signifies that the Islamic banks‟ future consumers are 

more relatively technology oriented or adept than their older generations.  

 

In these above implications, there is no doubt that the interaction and doing business 

with late generations will have more positive impact on Islamic banks. This is because 

the industry is still growing stage and yet it needs time as its counterparts gone through 

the years of its expansion and witnessing the huge global business arenas where the 

experiences and economic crises play their role of being more sophisticated and well 

developed banking system. Therefore, Islamic banks should have such policies to 

implement inclusive endeavours to make sure that the products and services that they 

provided is well understood by the young generations. 
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According to Aden (2014) it has been found that the majority of the Islamic banking 

customers in Bangladesh (58%) are ranged between 25 to 35 years of age. The reason 

for high concentration in the 25 to 35 years ‘category might be due to the relatively 

short history of Islamic banking in Bangladesh which started in 1983. A statistics in 

the UK show almost half of the UK Muslim population to be below the age of 21. This 

would suggest that the future customers of Islamic banking are more technologically 

adept than the older generation (Karbhari, Naser, & Shahin, 2015). 

 

Besides that, Loo (2014) examined that the perceptions of non-Muslim X-generation 

and Baby-boomers are different or not, however, the researcher found that the two 

generations are varied in terms of their perceptions towards Islamic banks. This is to 

say that the study argued Baby-boomers got the perception that the Islamic banks have 

no any significantly advantage which is the greater than the one that X-Generations 

holds. 

 

2.5.3. Religion 

So far, religious principles being a very strong reason for customers ‘adoption of 

Islamic banking. It was found that religion will be affecting the awareness and 

understanding for Islamic banking products and services (Run & Yeo, n.d.). This might 

due to the actuality of Islamic Financing being based on Islam. Hence, Muslims who 

believe in Islam could understand the Islamic financing easier compared to non-

Muslims who have not been exposed to Islam teachings. According to Haque et al. 

(2014) perception about Islamic banking is also being influenced significantly by 

religious perspective. This means that religious factors will be influencing the 
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awareness, understanding and perceptions of Malaysians towards Islamic banking 

products and services. This result was supported by Mahdzan and Zainudin (2017).  

 

According to Mahdzan and Zainudin (2017) in Malaysia, there is a significant 

relationship between religions in the perception of disadvantage. This is because the 

result in her study shows 100% respondents which are Muslims agree that Islamic 

banking does not conflict with their religion. However, around one-thirds of non-

Muslims agreed Islamic banking conflict with their religious belief. 

 

In this case, the study which was revealed that the all respondents who were Muslims 

all agreed that Islamic banking system and its principles does not contrary to their 

religion. Nonetheless, almost one third of Non-Muslim customers depicted through the 

questionnaire provided the researcher that Islamic banking is conflicting or contrary 

to their religious belief. Though this is surprising, the reason why Islamic banking is 

conflict with the religion of some non-Muslims is unclear, however, it’s important to 

notice that according to study conducted by Mahdzan and Zainudin (2016) found that 

there is significantly difference among religion and awareness of Islamic banking 

products and services. Most of the respondent revealed that Islamic banks‟ concepts 

do not conflict with their religions.  

 

Within these implications, we can say that the religious aspects have somehow the 

drive of customers‟ reason for why they adopt Islamic banking products and services 

especially Muslim clients‟ awareness and understanding of the basic Islamic banking 

principles and guiding concepts (De Run & See Lip, 2016). Broadly speaking, this is 
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the extent where the Islamic banking industry is based and guided by Islamic Sharia 

principles and guidelines. Therefore, Muslims are more loyalty and adopted than the 

non-Muslim customers.  

 

This is because it’s more easer and understandable for Muslims to catch the main 

ideology and the very purpose of Islamic banking system whereby non-Muslims have 

less or even don not have any idea about the religion that its name is attached to this 

newly emerged industry. With that being said, Islamic banking intuitions should work 

more inclusively and understand that non-Muslims‟ attention and adoption of Islamic 

banking industry may drive them into a competitive advantage and expansion of their 

business as they are now facing the well-developed and sophisticated conventional 

industry. 

 

2.5.4 Educational Level 

In a study conducted in Pakistan, it is found that there is significant relationship 

between the academic qualification and the awareness of different products (Jameel, 

2017). Their study also shows that most of the customers of the IBS have high 

educational level. This result was also supported by the study done in Borneo which 

also shows that educational level significant relationship with educational level (Hadi, 

2018). 

According to Salim (2015) in a survey done in Sarawak, Malaysia, higher education 

has a significantly different level of understanding of Islamic Financing. However, 

there is no significant relationship between level of education and overall perception 

towards Islamic bank. This is supported by Haque, Sarwar, Yasmin, Tarofder and 
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Hossain, (2015) where in their studies show that Malaysians with different educational 

level did not have too many differences in their perceptions towards Islamic Banks. 

 

Khan, Hassan and Shahid (2014) conducted study in Bangladesh and concluded that 

in his study, the respondents’ degree of education was quite high. According to his 

findings, 29% of his respondents were bachelor degree holders whereas 44% of those 

respondents was having Master’s degree or was a PhD level. Interestingly, merely 17% 

of those respondents were at a level of high school or below. With these figures, it 

shows that almost three-fourth of Islamic banking consumers studied were PhD, 

Master, Bachelor or college levels. 

 

Additionally, this research hinted out that the customers of Islamic banking institutions 

have higher educational level and that makes them more loyal and connected with 

Islamic banking industry. Apart from that Lee, Lim, Chui, Phoon and Visalashi, (2017) 

also have a same conclusion in his study depicting that the level of education of 

customers also has a significant relationship with the adoption and awareness among 

customers towards Islamic Banks. 

 

2.6 The contracts of Islamic banking 

As mentioned by Abdullah, Percy and Stewart, (2015) in Islamic banking, 

mobilisation of deposits and application of funds are through contracts in compliance 

with the Syariah principles. Contracts can be classified into three board categories 

which are trading contracts, participation contracts and supporting contracts. Islamic 

banking system (IBS) offers various kinds of products and services.  Jameel (2017) 
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have identified the products provided by IBS, which are acceptable according to 

Islamic laws, as follows: 

 

2.6.1 Trading Contracts  

Trading contract is a sale contract where it can be sale for goods, cash and debt. These 

contracts are based on the principle of buying and selling of assets (Al-Malkawi & 

Pillai 2018). The most common trading contracts in the Islamic banks are following: 

 

2.6.2 Murabahah (Cost-plus Sale) 

A sale on mutually agreed profit. Khan (2010) stated that it is a sale contract in which 

client requests the bank to purchase an item for his or her from third party. Bank resells 

it to the client on the cost plus profit basis once banks receive it. According to Ahmed, 

Rahman and Ahmed (2016) Murabaha is a type of credit trade in which the bank 

performs as a median between the seller and customers. In other words, bank attempts 

to buy the goods from the seller then resell what they bought to the customer (what 

they need from the bank to buy) on a contract that includes the specified time to pay 

and sale price plus profit margin, no charge or added interest is applied when the buyer 

delays the payment to the bank. 

 

2.6.3 Bai Inah 

It is a contract of selling an asset by the bank to the customer through deferred payment 

and repurchases the asset by the bank from the customer on cash terms at a later date. 

Bai al Inah described as a transaction that evolves the selling and buying contracts 

where the bank can sell the asset to the consumer via deferred payments while the 
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customer will resell the asset from the bank and receives the cash on the spot. This is 

because the customers are in need of cash. However, scholars are still criticizing this 

concept as it seems the bank is taking the advantage of the customers as he consumer 

is really in need of cash and that makes him/her to sell it back from the bank in a 

discounted price. (Khan, 2010). 

 

2.6.4 Ijarah  

Ijarah or leasing is a contract where the Islamic banking institution will buy or 

purchase property or an equipment which meets the demand and the specification of 

the customer where it will be leased to the client while both sides will fix a mutually 

agreed rate. In other words, the customer will use the usufruct while the bank will get 

benefit that has been generated by its property. 31 However, it important to note that 

there are two popular Ijarah contracts which are Ijarah Thuma al Bai and Ijara wa al 

Iqtina. The first one is Thuma Al bai, which is the context of a contract that the bank 

will lease property to customer and with a predetermined price and period. 

Afterthought, when the first contract expires, both parties will enter another contract 

where the customer will buy the property at an agreed price. The second Ijarah is Ijarah 

Iqtina which involves a concept in which the Islamic banking institution or the bank 

leases a property to the customer with an agreed rental price and an agreed unilateral 

responsibility or undertaking the customer or the bank upon the expire of leasing 

period. An arrangement in which bank purchases the equipment or property selected 

by the customer and then leases it to the customer on predetermined fixed rate, as 

agreed by both parties (Iqbal & Molyneux, 2016). 
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2.6.5 Ijarah Thumma Bai (leasing followed by purchase) 

A simple leasing for the leasing period with an option for the leasee to purchase the 

property at the end of the leasing period through a contract of purchase. Islamic banks 

and conventional banks are nearly the same in terms of this type of product. Yet, the 

main difference among them is the risk of leasing which in Islamic bank both the bank 

(lessor) and the customer (lessee) are sharing responsibility. Under this service bank 

try to lease to their customers from what they bought (asset or property) by installments 

for short or long leasing financing and then give the customers option to buy it in the 

end of the contract ( Achida, 2016). 

 

2.6.6 Bay al Dayn 

According to Mohomed (2017) Bai al Dayn defined as the sale of a contract where the 

creditor sells the certificate or a type of a sale contract in which the creditor sells his/her 

owed right upon the debtor either to the debtor himself or to a third party with 

discounted price. This means, the certificate that shows debt which is credited to the 

debtor can be sell by the creditor if he/she needs. This is because the period of the 

payment may be longer and creditor needs cash before the specified time expires. 

 

2.6.7 Bay al Istisna 

Istisna is a contract where the buyer will order product from the manufacturer in a pre-

agreed period conditions, terms and criteria. However, the buyer or the customer will 

make the payment in an instalment mode as soon as the products are received from the 

manufacturer or the bank. However, what’s more important here is that the product 

does not exist at all during the contract. (Dahlan, Shuib & Noor, 2018). 
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2.6.8 Sukuk 

As Nazar, (2015) stated that Sukuk (bond) are new development Islamic financial 

product on a market, there is increasingly high demand on an innovation. Besides, 

Sukuk are asset-backed securities and comply with the Shariah principles. They issued 

bonds to raise funds and these funds are invested in a project. After that, income from 

a project is distributed to the holder of the bonds. 

 

Sukuk (Islamic Bonds): Islamic banks use this product to increase their funds in order 

to invest in business activities and then sukok holders can get profit from project 

income. A sukok that contains interest bearing and fixed income is prohibited 

according to Islamic Shariah (Nanava, 2007). 

 

2.6.9 Bay al Salam 

Istisna is a sale concept is referred to a contract that the buyer will order the item or 

the product while he/she is paying the amount or the price of the product that he /she 

ordered but the good will be delivered to the buyer in a later date (Nazar, 2015). 

 

2.7 Equity or Profit and Loss Sharing Concepts 

2.7.1 Musharakah  

Musharakah is referred to a contract that based on profit and loss sharing. This is a 

contract between two partners contributing capital and participate the project or the 

management of the business. In addition to that, both sides will share profit with 

predetermined amount while sharing the lost according to their contributions of the 

initial capital. This profit and loss sharing concept which actually vital and bedrock 
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for the Islamic banks products have shown low practice among the Islamic financial 

institutions.  

 

However, as there are two types of Musharakah, the aforementioned one is the normal 

musharakah but there is another form of Musharakah called Musharakah al 

Mutanaqisah which is widely used by Islamic banks. This is a concept where the bank 

and the customer will be a partnership for the business venture of project where the 

bank will pay the largest capital 90 per cent for example while the customer will also 

pay another 10 percent. However, the customer will undertake a promise that he/she 

will gradually purchase the property in a diminishing concept where the customer will 

fully own the property or the project (Razak, Mohammed & Tarique 2010). 

 

This product is a type of partnerships among customers and the Islamic bank. Both 

partners provide the capital for the business, along with efforts in managing and other 

essential services (Garett, 2010). Additionally, Hassan argued that musharakah can be 

“similar to joint venture method of financing which designed for limited business 

activities. The percentage of capital contributed is a main base of the profit and loss 

ratio sharing among partners” (Hassan, 2015). Musharaka refers to a joint partnership 

shaped for conducting business and all partners share loss with regard to the ration of 

the contribution, whereas the profit is shared with regard to a specific ration (Rammal 

& Zurbruegg, 2017). 
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2.7.2 Mudharabah (Finance trusteeship) 

Similar to Musharakah, Mudharabah is of the bedrocks of Islamic profit and loss 

sharing contracts. With this, it’s a contract between two or more whereby one party 

will provide the capital while another will contribute with his experience or skilled 

expertize. In this case, the capital provider is known as Rabbul Mal while the 

entrepreneur is Mudharib who will operate the project. Therefore, in case there is a 

loss, it will be borne with the capital provider unless the loss is caused by the 

entrepreneur intentionally. As for the profit, Rabul mal and the Mudarib should share 

in a pre-agreed ratio. Additionally, Mudharabah is always used in transactions that 

related to the products i.e. specific investment accounts as well as general investment 

accounts within banking industry (Siswantoro, & Ibrahim, 2017). 

 

As stated by  Mobin and Ahmad (2016) any customer who has managerial or technical 

skills for running the business can get funds from Islamic banks. Under this form, the 

Islamic bank and the entrepreneur are sharing profit and loss on a specific agreed ratio. 

According to  Kontot, Hamali and Abdullah (2016) in this product there is an 

agreement between two parties, where the first part (Rabb-ul-mal) offers funds to the 

second part (entrepreneur) for utilization in agreed manner. Execution and 

management of the project referred to as Mudarib are requested by the entrepreneur. 

The parties attain their income by sharing the profit of the project that has been divided 

on a proportional basis. They also confirm that “to fulfill the requirements of this 

contract the parties must decide on a rate for sharing of the profits prior to the 

commencement of the business activity” ( Kontot, Hamali, & Abdullah, 2007). 
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2.8 Supporting Contracts 

There are other contracts that support and facilitate trading and mobilisation of 

deposits which compliance with the Shariah principles. The most common supporting 

contracts in the Islamic banks are following:  

 

2.8.1 Rahnu (mortgages) 

Al Rahnu or Mortgage is another contract which is based on collateral basis. Meaning 

that, the creditor or the bank may hold that collateral or the pledged property till the 

debtor repays the amount borrowed because in case the debt is not settled within its 

promised period, then that property can be sold to settle the outstanding debt.  

 

2.8.2 Kafalah (guarantee) 

A contract of guarantee by the contracting parties. Third party becomes the guarantor 

of the debtor for the payment of debt (Basri, 2016). Third party assures that the debtor 

will repay the debt to the creditor. Kafalah or guarantee is another contract which is a 

pledge that will be given to bank by a guarantor that guarantees the liability of the 

borrower in case of failure to repay back. It’s a secure obligation from the debtor when 

the bank grants financing to him/her under the Islamic Financial contracts.   

 

2.8.3 Wakalah (Agency) 

A person assigns someone else to carry out a certain task on his or her behalf usually 

will charge certain fee Wakalah or agency is another supporting contract where the 

bank can play the role of agency during the trade transactions. For example, the bank 

can issue a letter or credit which can be granted to customer and bank charges or 
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imposes some fee for the facilitation of that letter of credit. (Saiti, Wahab & Ahmad, 

2017).         

 

2.8.4 Waqaf           

Is dedication of an asset which is immovable or movable and admitted by a person for 

Islamic purposes under the principles of Islamic law. The person that dedicates 

property is called waqif. This is very important and that plays very crucial role in 

Muslim socio-economic life as it bridges or boosts the life of the poorer. 

 

2.8.5 Qardh Hassan (benevolent loan) 

Refers to a zero- interest loan in which there is no interest charge for the loan (Khan, 

2010). The borrower only required to repay the principle amount borrowed from the 

lender is a concept which is based on goodwill while the debtor is merely required to 

pay back the original amount that he/she taken from the bank. Therefore, this will be 

interest or profit-free contract. However, the debtor may repay beyond the original 

amount but that should not be stipulated because it will consider only as a token of 

appreciation. 

 

2.8.6 Wadiah Yad Dhamanah (savings with guarantee) 

Refers to goods or deposits, which have been deposited with another person, for safe-

keeping (Hamisu & Hassan 2017). The custodian is permitted to use the deposited 

amount for trading and investment. The profit derived from utilizing the deposits is 

distributed to the custodian only.  
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2.9 Theoretical Review of relevant models  

As proposed by Wijaya (2015) the theory of Hierarchy of Effects is more linked to the 

awareness. The six components of this theory stars with awareness and concluded the 

last component which is the purchase stage. In this case, the theory depicts that at the 

very beginning stage, the consumer who knows nothing or unaware about products 

normally goes through six basic stages prior to their final decision of purchasing the 

products, the six steps are awareness, understanding, liking, preference, conviction and 

purchase.  

 

Principally, the theory of hierarchy of effects categorized into three main stages, these 

are named Think, Feel, and Do. Within these three categories, awareness and 

understandings are under “think” category. While liking and preference are under the 

category of “feel”. Lastly, conviction and purchase are attached to “do” category.  

 

On the other hand, according to Wani and Ali (2015) innovation-adoption model 

defines that awareness is the stage when an individual is exposed to innovation but 

lacks of complete information about it. The individual is interested in the new idea and 

seeks more information about it. At the following evaluation stage, the individual will 

apply the innovation into his present situation then will decide whether to try the 

innovation. During this trial stage, the individual will make full use of the innovation. 

Finally, at the adoption stage, the individual will decide whether to continue making 

full use of innovation. In other words, the chance of a person making use of Islamic 

banking products and services increases when the person aware and understood the 

product features. Researchers believe that there is a wide gap between awareness and 
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usage of Islamic banking products, especially financing products (Khattak, & Rehman, 

2010) 

 

2.10 Conclusion  

In this chapter, it has reviewed relevant studies done by previous researchers and 

discussed about the dependent and independent variables that will be used in this study. 

Besides, this chapter has reviewed relevant theoretical models and the chapter has also 

discussed contracts of Islamic banking such sale based contracts and equity based 

concepts followed by supportive concepts. The method that was used in this will be 

explained in the next chapter detail.
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CHAPTER THREE  

RESEARCH METHODOLOGY 

 

3.1 Introduction  

This chapter will discuss the procedures in which the research is conducted in detail. 

Meaning that, it will deeply touch the methods and the methodologies of the study 

such as the research’s design, instrumentation, data collection sampling and techniques 

of data analysis. 

 

3.2 Theoretical framework 

The theoretical framework comprises of the Understanding, Perception, as well as the 

Demographic factor which are the independent variables. The independent variables 

will measure the Awareness which is the dependent variable in this study. Figure 3.1 

illustrates the theoretical framework. 

       

 

 

 

 

 

Figure 3. 1 Research framework 

Understanding  

Perception  

Demographic factors  

(Age, gender, religion and 

educational level  

Awareness  
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3.3 Research Design 

Research design is a study plan where it fulfils the research objectives of the 

hypotheses identified in the study (Kumar et al., 2013). The determination of suitable 

research methodology is very important in order to achieve the objective of the 

research (Sekaran & Bougie, 2010).  This quantitative study developed in order to 

determine the level of awareness of non-Muslim students through their perceptions, 

understandings as well as demographic factors. This study adopted and used a survey 

method of quantitative because of its appropriateness and relatively easier when it 

comes to getting information from a larger sample size which may not be easily 

observed (Keeter, 2005; Tanur, 1982). 

 

For the purpose of this study, descriptive study is being used to scrutinize and 

investigate the awareness of Islamic banking products and services among non-

Muslim students in University Sains Malaysia (USM), Penang are discussed. The 

reason for choosing descriptive study because according to Cates (1995), by using the 

descriptive study it can helping the researchers to have the valid and reliable findings.   

 

This study emphasizes and highlight on studying the accurate profiles of the 

respondents to explicate and investigate the relationship between perception, 

understanding, demographic factors and awareness of Islamic banking products and 

services among non-Muslims students in University Sains Malaysia, Penang. It is 

necessary to have a clear picture of the phenomenon on which the researcher wishes 

to collect data prior to the collection of data (Saunders, Lewis & Thornhills, 2009). 
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3.4 Data Collection Methods  

Data collection is the mean that being used to obtain information on the topic of study. 

According to Mohamad Najib (1991) and Nisak (2006), there are various means that 

can be used to acquire the data. For the purpose of this study, two types of data are 

being used which is primary data and secondary data.  

 

3.4.1 Primary Data  

The primary data collection method used in this study is questionnaire. This is because 

according to Schermerhorn, Hunt & Osborn (2000), questionnaire or survey is 

relatively low cost, no interview bias, no prior arrangements are needed and the facts 

of anonymity among respondents. Data are collected via self-administrated 

questionnaires, which were distributed on July 2019. Self-administered questionnaires 

will be the most ideal method used to collect the primary data in this study. According 

to Rowley (2014) self-administered questionnaires refer to the survey in which the 

respondent takes the responsibility for reading and answering the questions. 

 

The development of this questionnaire based on the objectives that being interest of 

this study. All the study variable questions are taken from previous study that being 

conducted by other researchers as to ensure the reliability and validity of the questions 

that being asked.  

 

3.5 Sampling Design 

The appropriate sampling is important in conducting in any study in order to get 

enough data and information. According to Sekaran (2006), sample is a subset for the 
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total population in which a certain numbers of employees are selected as to be a sample 

for the purpose of the study. For the purpose of this study, the sampling technique that 

is adopted is non-probability sampling was being used as the sampling design by using 

convenience sampling method technique as the procedure to collect the data.  

 

As for non-probability sampling, the selection of elements for the sample is not 

necessarily made with the aim of being statistically representative of the population; 

rather, the researcher based this sample on the subjective methods such as personal 

experience, convenience, and expert judgment and so on to select the elements in the 

sample (Mark, Philip, & Adrian, 2009).  

 

3.5.1. Target Population  

Population is defined as the total category of subjects which is the focus of attention 

in a particular research project. According to Mohamad Najib (2004) and Nisak 

(2006), population is the group of individuals that have homogeneous characteristic. 

The study population is the non-Muslim students in University Sains Malaysia, 

Penang. The population of non-Muslim students in University Sains Malaysia, Penang 

is amounted to 9500 students.  

 

3.5.2. Sampling Size  

Sampling size refer to the number of elements to be included in the research. 

According to Sekaran (2003) the sample size implies the number of the elements that 

will be included in the research. This study took place in University Sains Malaysia, 

Penang. In determining sample size Krejie and Morgan (1970) state that if the 
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population size in range of 9000 to 10 000 the sample size should be in range of 368 

to 260 respondents. Therefore, in this study sampling, out of 9000 of the total 

population, 260 of questionnaires were distributed by hand to each non-Muslim 

student in University Sains Malaysia. From 260 distributed questionnaires, but only 

231 questionnaires were usable for data analysis. Some questionnaires are returned 

because there are some respondents unable completing the items in the questionnaire.  

 

3.6 Research Instruments 

The research instrument adapted in this study comprises of the Demographic factors, 

Awareness, Understanding, as well Awareness as shown in Table 3.1 

Table 3. 1  

Variable Measurements 

Variables  Number of Items Author 

Demographic factors  4 Amin H.,(2007) 

Awareness  7 Amin H.,(2007) 

Understanding  8 Amin H.,(2007) 

perception 6 Amin H.,(2007) 

 

For the measurement of dependent variable used in this study is awareness. However, 

to measure the dependent variable in this study that is awareness, researcher adapted 

from Amin H. (2007). All of the questionnaires are guided by the Likert 5-point scale 

with answer extending from ‘strongly disagree’ to ‘strongly agree’. While for the 

measurement of independent variables in this research, firstly demographic factors 

with four item, secondly understanding with eight item and lastly perception with six 

item and all are adopted from Amin H. (2007). Table 3.2 shows operational definitions 

and items for independent variables and dependent variables.  
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Table 3.2 

Operational definitions and items for Independent variables and dependent variable 

Variable Operational 

definition 

Items Sources 

Demographic 

factor 

These can be age, 

gender, 

educational level 

marital status, 

religion, race, 

occupation, 

income level and 

so on (Hassan & 

Saleem, 2017). As 

for this, the 

Islamic banking 

customers and 

non-Muslims in 

particular have 

different 

demographical 

backgrounds 

including religion, 

race, gender, 

educational level 

and age. 

 

1. Gender 

2. Age 

3. Level of education 

4. Marital status 

5. Religion 

6. Race 

7. Monthly income 

 

Amin H., 2007 

Understanding The knowledge of 

products and 

services is another 

vital and crucial 

sales skilfulness. 

This is where the 

products or the 

services‟ features 

and specifications 

can allow the 

consumer to 

present precisely 

and credibly with a 

full understanding 

of the products and 

services 

(Samuelsson & 

Andersson, 2019). 

 

1. Islamic banking is 

the conduct of 

banking operations 

according to Shariah 

Law. 

2. Islamic banking is 

available for 

Muslims as well as 

non-Muslims. 

3. Islamic banking 

prohibits interest in 

all forms of 

transactions. 

4. Parties in Islamic 

banking cannot 

predetermine a 

guaranteed profit. 

5. Returns on Islamic 

banking are based on 

gift and profit 

sharing basis instead 

of interest. 

6. Islamic banking 

prohibits major 

Amin H., 2007 
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uncertainty in all 

form of transactions. 

7. Islamic banks only 

invest in businesses 

that are not 

prohibited by Islam 

or halal businesses. 

 

Perception Is a concept which 

regards the 

consumer’s 

impressions 

awareness and 

consciousness 

about the 

companies or 

business 

institutions and 

their products and 

services? Clients‟ 

perceptions are 

usually influenced 

by the company’s 

products and 

services. 

 

1. There is a very high 

potential of Islamic 

banking products in 

Malaysia. 

2. Islamic banks are 

able to compete with 

conventional banks. 

3. Islamic banking 

products in Malaysia 

are not similar to the 

products of 

conventional banks. 

4. Islamic banks have 

not done enough in 

marketing their 

products to the 

public. 

5. Islamic banks could 

provide lower cost 

products and 

services compared to 

conventional 

banking. 

6. Returns on Islamic 

banks deposits 

account are higher 

than returns on 

conventional banks. 

 

Amin H., 2007 

Awareness Is a degree to 

which products 

and services are 

concerned and 

perceived by 

positional 

consumers where 

it partners with the 

products and 

services. In 

addition, it's 

generally 

communicated as a 

1. I am generally aware 

of Islamic banking 

product and service. 

2. Iam aware of Islamic 

banking deposit 

products such as 

wadiah saving 

account. 

3. I am aware of 

Islamic banks 

investment products 

like mudarabah 

investment account. 

Amin H., 2007 
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degree of the 

market's objective. 

This is likewise the 

fundamental goals 

of advertising in 

the underlying 

months of 

products and 

services (Hadi & 

Block 2019) 

 

4. I personally aware of 

Islamic insurance 

product such as a 

Takaful. 

5. I am aware of 

Islamic financing 

equity based product 

such like Ijarah 

(leasing). 

6. I am aware of 

Islamic of Islamic 

financing debt based 

product like Islamic 

credit card. 

7. I am aware of 

Islamic Finance 

based trade such as 

letter of credit, 

banker acceptance. 

8. I am aware of 

Islamic Money 

Market Instruments 

like government 

investment issues- 

Treasury Bills 

 

3.7 Research Hypotheses 

Hypotheses are the researcher’s attempt to explain the phenomenon being studied, and 

that explanation should involve a prediction about the variables being studied. The 

word hypothesis is made up of two Greek roots which mean that it is some sort of ‘sub-

statements’, for it is the presumptive statement of a proposition, which the 

investigation seeks to prove, (Bangotra,2016). These predictions are then tested by 

gathering and analysing data, and the hypotheses can either be supported or refuted on 

the basis of the data (Marczyk et al., 2010). 

 

This study is targeting at probing the relationship between demographic factors of the 

respondents, perception of Islamic banking product, understanding of Islamic banking 
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product, and awareness of Islamic banking product among the non-Muslims of USM, 

Penang. SPSS (version 23.0) was used in running the analysis. Array of statistical tests 

will also be conducted in processing the data. Therefore, the hypotheses proposed for 

this research based on the literature and model are signposted beneath. Based on the 

review of related literature in this study, it was observed that greater percentage of 

findings established a positive relationship between the independent variable 

(demographic factors, perception, and understanding of Islamic banking products) and 

the dependent variable (awareness of Islamic banking product). 

 

Thus, this the hypotheses to be tested in this study are as follows; 

Ho1: There is no awareness of non-Muslim students in USM, Penang towards Islamic 

banking products and services. 

Ho2: There is no significant relationship between understanding and awareness of 

Islamic banking products among the non-Muslim students in USM Penang. 

Ho3: There is no significant relationship between perception and awareness of Islamic 

banking products among the non-Muslim students in USM, Penang.  

Ho4: There is no significant relationship between demographic factors (age, religion 

and level of education) and awareness of Islamic banking products among non-Muslim 

students in USM, Penang.  

 

3.8 Pilot test  

Pilot test is needed to be conducted after the preliminary version of questionnaire has 

been set up before large scale survey is being carried out. In this study, pilot study was 

conducted in order to achieve the objectives; to have some insight of the condition and 
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the real expectation when it comes to the full scale study so as to help the researcher 

to adjust and get ready for some expected problems to be encountered during the full 

scale study. On the other hand, sample size for the pilot study is often small in number 

when compared to the full scale study sample of between fifteen to thirty respondents 

is used. However, in this study a total of thirty-five were utilized. Though, it is argued 

that the size could be more in the event the intended study involved several stages 

(Mahotra, 2008).  

 

The group of respondents for pilot study should be the same like the respondents the 

researchers going to include in their actual study. The format of the questionnaire 

format was tested and the respondents were found to have understood the contents of 

the questionnaire.  

 

3.9 Questionnaire Design 

A five point Likert scale ranging from strongly disagree to strongly agree will be used 

to measure the responses to the questions, because this is an acceptable and reliable 

scale and also easy for respondents to understand ( Creswell, 2013). The five point 

Likert scale is a scale that has a mid-point; therefore, it is scale that can definitely 

reduce the problem of non-response bias (Revilla, Saris, & Krosnick, 2014). 

 

In this research data to be used will be collected using survey questionnaires to be 

distributed to a sample of the entire population of the study (Non-Muslims students in 

USM, Penang). The questionnaire consists of four sections. Section A measures the 

demographic profile, then Section B focuses on measuring the Awareness of Islamic 
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product among the USM non-Muslims student, and Section C on the students’ 

perception towards Islamic banking product, while the last section D treat questions 

on Understanding the Islamic product among non-Muslims student of USM, Penang. 

All the questions in each section B, C, and D will be measured by using a 5-point 

Likert Scale. These measures were adapted from the previous studies as indicated: 

 

3.9.1 Questionnaire administration procedure 

In order to have the completed questionnaires returned within the shortest possible 

time, the hand delivery, collection method will be used, so as to suit the peculiarity of 

non-Muslim students who might not be really interested in answering questions about 

Islamic product and service in anticipated to produce a high response rate. The self-

administered and collection is a good device in settings where a sound research culture 

is not recognized. The researcher intends to use the primary data in this study which 

implies collecting the data directly from the field within a predetermined time. Hence, 

researcher can give additional clarification on some question in the instrument to the 

respondents and the researcher can as well convince the respondents to partake in the 

study.  

 

3.10 Data Analysis Techniques 

In this study, the quantitative approach is used to analyse the data that obtained from 

the questionnaire that being distributed. The Statistical Package for Social Science 

(SPSS) software Version 23 is used to analyse the data. All the data collected was 

coding with the appropriate number.  
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The methods that will be utilized in analysing the data gathered are both descriptive 

and inferential statistics. There are four statistical analyses to be conducted to achieve 

the objectives and answer the research questions for this study. The analysis will start 

with frequency distribution test, descriptive statistics, reliability analysis and 

correlation analysis. The techniques that be used to analyse the data in this study are: 

 

3.10.1 Frequency Distributions  

According to  Sekaran and Bougie (2016) a descriptive statistic of the frequency 

distribution is used to achieve all individual statistics or classificatory variables of a 

research. Since the study contains participant's demographic profile and item variables 

to assess, the researcher will conduct a frequency distribution test to achieve every 

participant identity. 

 

3.10.2 Descriptive Statistics Test 

This test aims to achieve both dependent and independent variables mean (M) and 

standard deviation (SD), as well the real score of minimum and maximum of all items 

measured in this study and to guarantee there is no violation of assumption relates to 

the data analysis techniques used. 

 

3.10.3 Reliability Test  

There are two common tests for reliability; first is test-retest and interval consistency. 

Test-retest is a test that measures between the response for an individual at two points 

and time, while the interval consistency is applied to the consistency between the 

variables in summated scale (Hair, Black, Babin, & Anderson, 2010). Cronbach's 
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alpha is a reliability coefficient that shows how well the items in a set are completely 

connected with one another. The researcher will carry out reliability test of interval 

consistency from the two common reliability test (Hair et al., 2010; Sekaran, 2016) in 

order to assess the consistency and constancy of two variables relationship coefficients 

for all involved variables. 

 

3.10.4 Correlation Test  

Pearson Correlation analysis was conducted to determine the strength of relationship 

between independent variables and dependent variable. In this study, IVs are 

perception, understanding and demographic factors while the DV is awareness. The 

correlation of 0 indicates no relationship at all, a correlation of 1.0 indicates a perfect 

positive correlation, and a correlation of -1.0 indicates a perfect positive correlation. 

In interpreting the value between 0 and 1, different authors suggest different 

interpretation of coefficient correlation, however according to Cohen (1988), 

interpretations of the correlation coefficient as shown in Table 3.2. 

Table 3. 2  

Cohens Correlation Coefficient Criteria 

R-value Definition 

r = 0.10 to 0.29  Small correlation 

r = 0.30 to 0.49 Medium correlation 

r = 0.50 to 1.00 Large/strong correlation 

 

3.11 One-way ANOVA Test 

One-way ANOVA is analysis of variances which is part of the inferential analysis that 

is employed to test the difference between three or more groups to (Sekaran & Bougie, 
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2010). The test is to cover for the case of two groups dominated by t-test. This research 

has more than two groups, hence, one-way ANOVA is applicable and appropriate in 

order to test the hypothesis which is involved age, religion, education, and race in 

demographic profiles. 

 

3.12 Data Screening and Cleaning 

Data cleaning is important in conducting any multivariate analysis. This is due to the 

fact that the quality and meaningfulness outcome of the analysis depends on data 

screening and editing (Pallant, 2015). Hence, missing responses may be detected in 

cleaning process.  

 

3.12.1 Detection of Missing Data 

Missing data refer to the unavailability of suitable value on one or more variables for 

data analysis ( Meyers, Gamst & Guarino, 2016). In view of the negative consequence 

of missing data in the analysis, the researcher took precautionary action right from the 

field in an attempt at reducing or ensuring that the data is free from any missing value. 

On receipt of any duly completed questionnaire, the researcher quickly checked 

through to ensure that each and every question is appropriately answered. In the case 

of respondent's inability to answer a given question, respondents' attention is 

immediately drawn to kindly and appropriately complete the question.  

 

Additionally, the research follows the data entry step by step, with caution and 

curiosity. As soon as the missing value is noted, the researcher refers back to the 
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questionnaire and traces it. Therefore, this goes a long way in significantly ensuring 

that no missing value is detected. A preliminary descriptive statistics were conducted 

to find out whether there is missing data or not.  

 

The descriptive statistics result shows that no missing value is recorded.  Meyers, 

Gamst and Guarino (2016) asserted that any case with more than 5 percent missing 

value should be deleted as long as there is an adequate sample. Similarly, Tabachnick 

and Fidell (2017) observed the method of treating missing data is to merely drop the 

case. Hence, in this study, no missing value was recorded. The descriptive statistics 

result shows that there was no missing value recorded in the variables.  Meyers, Gamst 

and Guarino (2016) assert that any case with more than 50% missing value should be 

removed if the sample is adequate. Similarly,  Baggio and Klobas (2017); Shafiq, 

Mostafiz and Taniguchi (2019) recommend that the method of treating missing data is 

to merely drop the case. Hence, in this study, no missing value is recorded in all the 

variables. 

 

3.13 Outliers Identification  

Outliers are observations with a unique combination of characteristics identifiable as 

distinctly different from the other observations (Meyers, Gamst & Guarino 2016). This 

study used multiple regression procedure to detect both univariate outliers on the 

dependent variable and multivariate outliers on independent variables. Univariate 

outliers can be detected using studentized residuals. studentized residuals are z-scores 

computed for a case based on the data for all other cases in the data set. Tabachnick 

and Fidell (2017) recommended the identification of univariate outlier through 
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observation of Z score. The Z score for each and every item must be within the range 

of ±3. 29 (0.001 sig. level). According to this investigation any value exceeding ±3. 

29 were due to some mistake of data entry. Based on the multiple regression procedure, 

this research has not detected any univariate outliers. Therefore, all the 188 

respondents were retained for further analyses. 

 

3.14 Conclusion 

This chapter presents the research framework, is crucial to address the research 

problems as well as research questions. All the steps from collecting the data until the 

tools to analyse the data were discussed in this chapter. The next chapter would be the 

continuation of this chapter, which are findings of the data analysis.
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CHAPTER FOUR 

 FINDINGS 

 

4.1 Introduction 

This present chapter is intended to demonstrate the results of the research, which 

utilized SPSS (version 23.0) with the end goal of analysing the data gathered from a 

Non-Muslin students in the Universiti Saint Malaysia (USM). In order to answer the 

research questions, research objectives, the hypotheses predicted in this study, 

descriptive and inferential statistical analysis were tested. These statistical analysis 

tests are as follows: Independent sample T-test, frequency distribution, descriptive 

statistic test, reliability test, correlation test, and One Way ANOVA. 

 

4.2 Response Rate 

Response rate can be predictable by separating the number of participants who 

essentially took the survey to the sample size determined for the research (Hamilton, 

2017). This section has revealed the entire number of response attained, the number of 

response utilized, missing response, and rejected response. To attain a higher response 

rate from the respondents, the questionnaires were directly distributed to the USM 

Non-Muslim Students. The researcher distributed 260 set of questionnaires using hand 

distribution techniques to attain the student’s response for this study. 231respondents 

answered the questionnaire. The researcher gathered the distributed questionnaires by 

hand and it takes in the last three days of the week.  The total responses achieved were 

accepted and used for data analysis, based on Krejcie and Morgan (1970) the 

recommended sample size for his total population should be 260, moreover, Sekaran 

(2016) state that a sample size more than 30 and less than 500 is appropriate and 
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suitable for most research. In saying this, the 231 accepted and used reached the value 

of 88.8%. This percentage is considered enough to establish the result for this study. 

The analysis starts with the measurement of the goodness of the data through 

determining the response rate and considering the occurrence of non-response from 

USM Non-Muslim Students. Table 4.1 presents the questionnaire proportion and 

response rate. 

 

Table 4. 1  

Questionnaires Proportion and Response Rate 

Questionnaire Response Response 

Frequency 

Response Rate 

(%) 

Number of questionnaires distributed 260 100 

Received questionnaires 231 88.8 

unreceived questionnaire    29 12.2 

Usable questionnaires 231 88.8 

Rejected questionnaires 0 0 

 

4.2.1 Non-response bias  

Non-response bias is described as the most common mistake a researcher anticipates 

to make in estimating the characteristics of sample because some category of 

respondents are underrepresented due to non-response (Sakshaug & Antoni, 2018). 

Sakshaug and Antoni (2018) asserted that there is no minimum response rate below 

which a survey estimate is necessarily biased and, on the other hand, no response rate 

above which it is never biased. 
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This study inspected survey time as the basis for making assessments among groups. 

The data was divided into two sets responses. The first set contained of 198 

respondents surveyed during first two days of the data collection and the second set 

involved of 33 participants reminded to respond to the questionnaire during the last 

three days on the week of data collection period. These sets of responses were 

compared on all variables and their dimensions. This study utilized the independent 

sample t-test analysis to check whether any kind of 'inconsistency occurs between the 

two by comparing the means of the two sets (Pallant, 2010). The results of independent 

sample t-test are shown in Table 4.2. 

Table 4. 2  

Independent Sample T-test Results 

  Levene's Test 

for Equality of 

Variances 

t-test for Equality of 

Means 

  F Sig. T Df Sig 

Awareness Equal variances 

assumed 7.915 0.005 2.537 229 0.120 

Equal variances not 

assumed 
  -3.716 70.115 0.000 

Perception Equal variances 

assumed 
.486 .487 0.095 229 0.925 

Equal variances not 

assumed 
  0.086 40.538 0.932 

Understanding Equal variances 

assumed 
2.127 .146 -0.973 229 0.331 

Equal variances not 

assumed 
  -1.216 54.315 0.229 

 

The results of t-test for equality of means presented in Table 4.2 demonstrate that there 

is no significant variance (p-value at 0.05 significance level) between the two sets for 

all measurement dimensions. It mirrors that the participants fitting to these two sets 

ultimately represented same population and that the participants attained in this 

research are free of any kind of measurement or other bias. As such, on the foundation 
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of an absenteeism of a visible statistical variance among the two sets, it can be 

presumed that the hypothesized relationships under research are not postured with any 

kind of possible bias. 

4.3 Demographic  

4.3.1 Demographic Respondents 

Table 4. 3  

Profile of demographic Respondents 

Demographics Classification Frequency Percentage 

(%) 

Gender Male 124 53.7 

 Female 107 46.3 

Total  231 100 

Age Less than 25 years 121 52.4 

 25 to 35 years 67 29.0 

 36 to 45 years 28 12.1 

 46 years + 15 6.5 

Total  231 100 

Level of 

Education 

Diploma/Advanced 

Diploma 

23 10 

 Bachelor Degree 135 58.4 

 Master’s Degree 42 18.2 

 PhD 21 9.1 

 

Total  

Others 10 

231 

4.3 

100 

Marital Status Single 176 76.2 

 Married 53 22.9 

 Divorced 2 0.9 

Total  231 100 

Religion Buddhist 76 32.9 

 Christian 65 28.1 

 Hindu 85 36.8 

 Others 5 2.16 

Total  231 100 

Race Borneo  50 21.64 

 Chinese 80 34.63 

 Indian 87 37.66 

 Others 14 6.06 

Total  231 100 

Monthly Income 

Level 

more than RM1,000 104 45 

 RM1,000-RM3,000 64 27.7 

 RM3,001-RM5,000 53 22.9 

 Above RM 5,000 10 4.3 

Total  231 100 
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In Table 4.3 above, in this study, there are total of 231 respondents. Among these 231 

respondents, the result for the gender indicates that the male respondents is high 

compared to the female respondents. A total of 124 or 53.7% respondents were male, 

while 107 or 46.3% of respondents were female. Most respondents aged less than 25 

(52.4%) and others as follow: 26-35years, 36-45years, and more than 46 are 29.0%, 

12.1%, and 6.5% respectively. The education profile of the respondents discloses that 

the majority of the respondents (58.4%) are bachelor degrees’ students, whereas those 

who are masters level students are only 18.2%. On the other hand, about 10% of 

respondents are diploma or advanced diploma students and lastly only 9.1% are PhD 

students. 

 

For marital status, 76.2% are singles while 22.9% are married students, only 0.9% are 

divorced. For religion, 36.8% of them are Hindu, 32.9 are Buddhist, while 28.1 are 

Christian, and 2.16% are other religions. This also shows that most of the respondents 

are Indian. Most of the respondents, which is 104 (45%) respondent’s monthly income 

level is less than RM1000, this might due to most of them are students. 64 (27.7%) 

respondents received RM1000-RM3000 monthly income. 53 (22.9) respondents 

received RM3001-RM5000 monthly income and only 10 (4.3%) respondents have 

monthly income above RM5000. 

 

4.3.2 Descriptive Statistic 

 The most common measure of central tendency is the mean, which is referring to the 

average value of the data set (Sekaran & Bougie, 2010). Standard deviation is a 

measure of spread or dispersion, which provides an index of variability in the data set 
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and it is the square root of variance. Both mean and standard deviation are fundamental 

descriptive statistics for interval and ratio scale. This study used five point Likert scale, 

and Nik, jantan and Taib (2010) interpretation of the level of score is adapted. They 

recommended that scores of less than 2.33 are low level, 2.33 to 3.67 are moderate 

level, and 3.67 above are regarded as high level. Table 4.4 below presents the mean 

and standard deviation of the entire variables used in this study. 

 

 
Table 4. 4  

Descriptive Statistic of Variables 

 N Minimum Maximum Mean Std. Deviation 

Awareness 231 1.00 5.00 3.1126 .61186 

Perception 231 1.50 5.00 3.5144 .61427 

Understanding 231 1.63 4.50 3.4954 .48824 

Valid N (listwise) 231     

 

Referring to 4.4. It indicates that Perception score the highest with (m= 3.5144, SD= 

0.6143), then followed by Understanding with the score (m= 3.4954, SD= 0.4882) and 

Awareness with total (M= 3.1126, SD= 0.6119). Base on the mean and standard 

deviation of all variable tested using descriptive statistical analysis, it means that the 

items of each variables were normal and the diversity which this items measured were 

good. 

 

4.3.3 Descriptive Statistic of Independent Variables (Awareness) 

Table 4.5 presents the mean and standard deviation estimation of all items from 

variable Awareness. This test was conducted in order to calculate the normal rate of 

every item measured and check how much diversity exists from the normal 
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Table 4. 5  

Mean and Standard Deviation of Items Measured for Awareness 

Questions N Min Max Mean 

Std. 

Dev 

Iam generally aware of Islamic banking product and 

service 
231 1 5 3.04 1.089 

Iam aware of Islamic banking deposit products such 

as wadiah saving account 
231 1 5 3.10 1.065 

Iam aware of Islamic banks investment products like 

mudarabah investment account 
231 1 5 3.06 1.088 

I personally aware of Islamic insurance product such 

as a Takaful 
231 1 5 2.90 1.081 

Iam aware of Islamic financing equity based product 

such like Ijarah (leasing ) 
231 1 5 3.02 1.101 

Iam aware of Islamic of Islamic financing debt based 

product like Islamic credit card 
231 1 5 3.28 1.097 

Iam aware of Islamic  Finance based trade such as  

letter of credit, banker acceptance 
231 1 5 3.19 1.045 

Iam aware of Islamic Money Market Instruments like 

government investment issues – Treasury Bills 
231 1 5 3.31 .998 

Valid N (list wise) 231     

 

Based on Table 4.5 above, the highest item calculated normality and it extend of 

diversity existence from the normal result found on awareness was on " I am aware of 

Islamic Money Market Instruments like government investment issues – Treasury 

Bills." with (m=3.31, SD= .998), While, the item "I am generally aware of Islamic 

banking product and service" scored the most minimal (m=3.04, SD= 1.089). 

 

4.3.4 Descriptive Statistic Perceptions 

Based on 4.6, The highest item calculated normality and it extend of diversity 

existence from the normal result found on perceptions was on "There is a very high 

potential of Islamic banking products in Malaysia" and  " Islamic banks have not done 

enough in marketing their products to the public " have the same highest values with 

(m=3.58, SD=.996), While, the item " Islamic banks could provide lower cost products 
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and services compared to conventional banking" scored the most minimal (m=3.44, 

SD= 1.019). 

Table 4. 6 

Mean and standard deviation results of all items from variable (perception) 

Questions N Min Max Mean 

Std. 

Devi 

There is a very high potential of Islamic banking 

products in Malaysia 
231 1 5 3.58 .983 

Islamic banks are able to compete with conventional 

banks. 
231 1 5 3.52 .918 

Islamic banking products in Malaysia are not similar 

to the products of conventional banks 
231 1 5 3.50 .879 

Islamic banks have not done enough in marketing 

their products to the public 
231 1 5 3.58 .996 

Islamic banks could provide lower cost products and 

services compared to conventional banking 
231 1 5 3.44 1.019 

Returns on Islamic banks deposits account are higher 

than returns on conventional banks 
231 1 5 3.47 .941 

Valid N (listwise) 231     

 

4.3.5 Descriptive Statistic Understanding 

From the Table 4.7 below, the highest item calculated normality and it extend of 

diversity existence from the normal result found on perceptions was on " Islamic 

banking is available for Muslims as well as non-Muslims " with (m=3.58, SD=1.034), 

While, the item " Parties in Islamic banking cannot predetermine a guaranteed profit " 

scored the most minimal (m=3.40, SD= 0.977). 
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Table 4. 7  

Mean and standard deviation results of all items from variable (understanding)  

Questions N Min Max Mean 

Std. 

Dev 

Islamic banking is the conduct of banking operations 

according to Shariah Law 
231 1 5 3.56 .998 

Islamic banking is available for Muslims as well as 

non-Muslims 
231 1 5 3.58 1.034 

Islamic banking prohibits interest in all forms of 

transactions 
231 1 5 3.42 1.014 

Parties in Islamic banking cannot predetermine a 

guaranteed profit 
231 1 5 3.40 .977 

Returns on Islamic banking are based on gift and 

profit sharing basis instead of interest 
231 1 5 3.57 .975 

Islamic banking prohibits major uncertainty in all 

form of transactions 
231 1 5 3.53 1.020 

Islamic banks only invest in businesses that are not 

prohibited by Islam or halal businesses 
231 1 5 3.45 .944 

SMEAN(UNDSTND8) 231 1 5 3.45 .944 

Valid N (list wise) 231     

 

4.4 Scale Measurement 

4.4.1 Internal Reliability Test 

Reliability refers to consistency. It concerns with the robustness of the questionnaires 

and whether it will produce consistent findings at different times and under different 

conditions such as with different samples. In this study, reliability test is being tested 

using Cronbach ‘s Alpha. Table 4.8 presents the Internal Reliability Test of the study. 

 

Table 4. 8 

Internal Reliability Test 

Variables Number of Items Cronbach‘s Alpha 

Awareness 8 0.703 

Perceptions 6 0.714 

Understanding 8 0.630 
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4.5 Multicollinearity 

Multicollinearity is a condition in which the independent variables are very highly 

correlated (.90 or greater). Multicollinearity can be caused by high bivariate 

correlations (usually of .90 or greater) or by high multivariate correlations. High 

bivariate correlations are easy to spot by simply running correlations among 

independent variables. Logically, we don't want multicollinearity because if they exist, 

then the IVs are redundant with one another  (Mboya, 2015). In such a case, one IV 

doesn't add any predictive value over another IV, but the research loses a degree of 

freedom. As such, having multicollinearity can weaken your analysis. In general, you 

probably wouldn't want to include two IVs that correlate with one another at .70 or 

greater.  

Table 4. 9 

Collinearity Statistics 

                         Model 

Collinearity Statistics 

Tolerance VIF 

1 (Constant)   

Perception .834 1.199 

Understanding .828 1.208 

Demographic .986 1.014 

a. Dependent Variable: Awareness 

 

Therefore, based on the result in Table 4.8 it shows that there multicollinearity is not 

an issue in the study. 

 

4.6 Correlation Analysis Test 

This section analysis presents the correlation analysis. Correlation analysis was 

conducted to inspect the relationship between independent variables and dependent 

variable. According Meyers, Gamst and Guarino (2016) the strength of the connection 
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is reviewed based on the scale recommended in order to quantitatively define the 

relationship between independent variables and dependent variable. The correlation 

analysis is utilized in this research to clarify the relationship between the independent 

variables (perception, understanding, and demographic) and dependent variable 

(awareness). Represent the correlation analysis for the variables. 

Correlation analysis is used to explain the strength and direction of a linear relationship 

between two variables ( Curtis, Comiskey & Dempsey, 2015). Pearson correlation was 

employed to assess the interrelationship between study variables. The table below 

shows the interrelationship among awareness, perception, understanding, and 

demographic factors. Curtis, Comiskey and Dempsey (2015) asserted that a correlation 

of 0 indicated no relationship at all. A correlation of 1.0 is an indication of positive 

correlation, and a value of -1 is a pointer of a perfect negative correlation.  Naudé, 

Kruger and Saayman (2015) suggested the following guidelines as: r =0.10 to 0.29 

small; r=0.30-0.49 medium; and r=0.5 to 1.0 large 

 

Table 4. 10  

Correlation analysis 

 DV IV (P) IV (U) IV (D) 

Awareness Pearson 

Correlation 
1    

Sig. (2-tailed)     

N 231    

Perception Pearson 

Correlation 
.201** 1   

Sig. (2-tailed) .002    

N 231 231   

Understanding Pearson 

Correlation 
-.003 .407** 1  

Sig. (2-tailed) .970 .000   

N 231 231 231  

Demographic Pearson 

Correlation 
.079 .076 .114 1 

Sig. (2-tailed) .229 .248 .085  

N 231 231 231 231 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Table 4.10 shows that a positive correlation between the three independent variables 

which are the perceptions, understanding, and demographic factors. In addition, it also 

shows that independent variables (perceptions, understanding, and demographic) have 

a positive correlation with the awareness of Islamic banking products and services at 

the confidence level of 95% (p<0.05). Perception and demographic has positively 

correlated with the dependent variable at the confident level of 95% (p>0.05) and 

understanding have negatively correlated with the dependent variable at the confident 

level of 95% (p>0.05 Regression Test. 

 

Therefore, the result implies that the understanding of Islamic banking products and 

services shown the most highest correlated with the awareness of Islamic banking 

products and services since it satisfies (Arakcheev 2017) categorization for Pearson 

correlation and falls under the category of (0.7-0.90).  

 

In aforementioned hypothesis, the correlation analysis proved that there is significant 

relationship between understanding and awareness of Islamic banking products and 

services at the level of 99% (p>0.01). Also, there is a significant relationship between 

perception and awareness of Islamic banking products and services. Therefore, in this 

study all the following objectives were achieved. 

 

Objective 1 to access the awareness of non-Muslim students in USM towards Islamic 

Banking products and services. The awareness results show that the items with highest 

point is “I am aware of Islamic Money Market Instruments like government investment 

issues Treasury Bills” with a mean and standard deviation as 3.31 and 0.998 

respectively. 
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Objective number 2 to examine the relationship between understanding and awareness 

of Islamic banking products among the non-Muslim students USM. The results 

revealed that the participants understand that Islamic banking products are available 

for Muslims as well as non-Muslims. With mean of 3.28 and standard deviation value 

of 1.098. 

 

Objectives 3 is also achieved which stated that to examine the relationship between 

perception, and awareness of Islamic banking products among the non-Muslim 

students USM. The results revealed that the items in the perception of Islamic product 

with highest point is “Islamic banks have not done enough in marketing their products 

to the public” with mean of 3.58 and standard deviation of 0.996. 

 

4.7 Regression Test 

This chapter additionally tested multiple regression. This test was conduct on the 

variables involved in this study. This type of analysis empowers the researcher to see 

how well the independent variables predict the dependent variable. The model 

summary multiple regression is presented in Table 4.11, its ANOVA results found on 

Demographic, Perception, and Understanding can be seen in table 4.10, while the 

Coefficients result is shown in table 4.11 

Table 4. 11  

Multiple regression model Summary 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 .227a .051 .039 .600 

a. Predictors: (Constant), Demographic, Perception, Understanding 
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Table 4. 12 

Multiple Regression Results of Independents and Dependents (ANOVA) 

Model Sum of 

Squares 

Df Mean 

Square 

F Sig. 

1 Regression 4.425 3 1.475 4.099 .007b 

Residual 81.680 227 .360   

Total 86.105 230    

a. Dependent Variable: Awareness 

b. Predictors: (Constant), Demographic, Perception, Understanding 

 

Table 4. 13 

Multiple Regression Coefficients Result 

Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) 2.614 .334  7.820 .000 

Perception .240 .071 .241 3.401 .001 

Understanding .132 .089 .105 1.485 .139 

Demographic .059 .079 .049 .754 .452 

 

a. Dependent Variable: Awareness 

Based on the Table 4.12, it shows that the sig value for awareness is 0.007, in Table 

4.13 the values for perception is 0.001, understanding is 0.139, understanding is 0.452 

and. This means there is a significant relationship between Awareness of Islamic 

banking products and perception at 1% with (t=3.401, p<001, while there is no 

significant relationship between understanding, demographic and awareness of non-

Muslims towards Islamic banking products and services at 10%.  

 

4.8 The differences between age, religion and level of education 

Statistically differences between the means of two or more variables are assess through 

the use of Analysis of variances (ANOVA). One Way ANOVA test is used in this 

study to examine the differences between three or more groups (i.e. age, religion and 
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level of education) towards awareness of Islamic banking products and services among 

the non-Muslim of USM. This is to achieve the objectives that to examine the 

differences between demographic factors such as age, religion and level of education 

and awareness of non-Muslim students in USM, Penang. 

 

Table 4. 14  

ANOVA Test 

  Sum of 

Squares df 

Mean 

Square F Sig. 

Respondent 

Gender 

Between 

Groups 
6.320 27 .234 .930 .569 

 Within 

Groups 
51.117 203 .252   

Age of the 

respondents 

Between 

Groups 
25.620 27 .949 1.159 .277 

 Within 

Groups 
166.198 203 .819   

Educational 

Qualification 

Between 

Groups 
28.575 27 1.058 1.231 .210 

 Within 

Groups 
174.576 203 .860   

Marital Status Between 

Groups 
5.532 27 .205 .825 .716 

 Within 

Groups 
50.399 203 .248   

Religion of the 

respondents 

Between 

Groups 
38.467 27 1.425 1.019 .445 

 Within 

Groups 
283.827 203 1.398   

Race of the 

respondents 

Between 

Groups 
29.450 27 1.091 1.000 .470 

 Within 

Groups 
221.390 203 1.091   

Monthly income 

level 

Between 

Groups 
30.992 27 1.148 1.440 .083 

 Within 

Groups 
161.848 203 .797   
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4.9 Conclusion 

 

This chapter provides an answer for this study through it finding and analysis. The 

results incorporate the attained response rate, respondent demographic results, 

descriptive statistic result, reliability, correlation results, and multiple regression result 

which determine on how the independent variables predict dependent variable. 

Independent variable (perception, understanding, and demographic) predict the 

dependent variable (awareness) and there is a positive relationship between the 

perception and awareness. The next chapter will discuss and conclude on the result 

finding and analysis achieved.
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CHAPTER FIVE  

DISCUSSIONS AND CONCLUSION 

 

5.1 Introduction 

The general objective of this study is to identify the awareness of Islamic product of 

Non-Muslims students of USM. This chapter discusses on the attained significant 

findings and analysis tested in this study based on the research questions. It begins 

with discussing and briefing the results of the two research questions and then follow 

up with the result of the hypothesis found. The first research question was discussed, 

then the last research question discussed. The awareness of Islamic banking products 

on Non-Muslims student of USM was further discussed in this chapter. 

 

5.2 Summary of Findings, Discussion, and conclusion 

This research paper attempted to determine the level of awareness of Islamic bank 

product among the non-Muslims students of Universiti Sains Malaysia (USM). The 

relationship between dependent variable (awareness of Islamic banking products) and 

independent variables (understanding, perception and selected demographic factors 

such as gender age, religion). In addition to that, data were collected for non-Muslim 

students from USM, Penang. 

 

As mentioned earlier, 260 questionnaires were distributed and 231(88.8%) 

questionnaires were returned, usable, and fit for data analysis. This study attempted to 

achieve the following objectives: 
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To access the level of awareness of non-Muslim students in USM towards Islamic 

Banking products and services. According to the result presented in chapter four under 

descriptive analysis, the vast majority of respondent were aware of Islamic banking 

products and services. However, the question “I personally aware of Islamic insurance 

product such as a Takaful” received the lowest response that shows most of the 

respondents do not aware of Islamic Insurance or takaful. This study is consistent with 

the study conducted by Ling, Ling, Pey, and Hui (2016)  that revealed  a similar result 

on the awareness of Islamic banking product among non-Muslims in Malaysia. 

 

Secondly, the objective of this research is to examine the relationship between 

understanding and awareness of Islamic banking products among the non-Muslim 

students of USM. The results revealed that there is no significant relationship but there 

is a positive correlation between understanding of Islamic bank product and awareness 

among the non-Muslims students of USM by 0. 105 at the confidence level of 95% 

(p<0.005). This indicate that the result revealed that the stronger the understanding the 

greater awareness of Islamic banking products and services among non-Muslim 

students in USM Penang. In terms of understanding, the higher the misunderstanding 

of Islamic banking product the lower the awareness of Islamic banking products and 

services. 

 

Thirdly, the third objective of this research is to examine the relationship between 

perception, and awareness of Islamic banking products among the non-Muslim 

students USM. The results revealed that there is a positive significant relationship 

between perception of Islamic bank product and its  awareness among the non-
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Muslims students of USM by 3.401 at the confidence level of 99% (p<0.001). With 

this, significant and positive correlation between perception of Islamic banking 

product and awareness of Islamic banking products and services it means, the higher 

the perception of Islamic banking product, the higher the awareness of Islamic banking 

products and services. 

 

To examine the differences between demographic factors such as age, religion and 

level of education among non-Muslim students in USM, Penang towards awareness of 

Islamic banking products and services. In this study, the gender was analysed either 

female or male while age was categorized into four sub set (21-25 years, 26-30 years, 

31-40 years and above 41). The religion was also analysed by three major religions 

(Buddhist, Christian, Hindu) and others, whereas level of education of the respondents 

were also analysed under the categories of diploma/advanced diploma, Bachelor 

degree, Master degree and PhD degree. The results revealed that there is no significant 

differences between gender (male and Female) and awareness of Islamic banking 

products and services. It indicates that whether female non-Muslim students or male 

non-Muslim students, both groups are likely to aware of Islamic banking products and 

services.  

 

Also, the results revealed that there are no significant differences between age, religion 

and level of education with awareness of Islamic banking products and services. As it 

can be seen in table 4.7, the results revealed that age, religion, and education are not 

significantly different towards awareness of Islamic banking products and services. 
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This implies that Islamic banks should not consider religion, age, or race, as a basis 

for selling their products. 

 

5.2.1 Awareness of Non-Muslims towards Islamic Banking 

The results in chapter four show that more than half of the respondents are aware of 

Islamic banking in Malaysia. This result was supported by Jameel, (2017), which in 

his study, non-Muslims in Pakistan, most of the participants are aware of Islamic 

Financing products. In addition, the most common products that the respondents are 

aware of is Islamic financing debt based product like Islamic credit card. It was 

supported by (Ringim, Razalli, & Hasnan, 2012) as in their study most of the students 

in Universiti Teknologi Petronas (UTP) Malaysia are aware of some Islamic bank 

products such as Musharaka, Takaful, and Murabaha. Also, contrary to research 

conducted by Sayılır (2017) where one-third of the non-Muslims respondents in 

Malaysia are not aware of the Islamic banking products. Also, contrast findings of 

study on Awareness of Islamic banking products revealed that there is a little 

awareness of Islamic banking products in Thailand (Lateh, Ismail, & Ariffin, 2016; 

Sayılır, 2017). 

 

5.2.2 Level of Understanding of Non-Muslims towards Islamic Banking 

Studies like  Murad, Gill and Ali (2016) and Muhammad, Basha and AlHafidh (2019) 

revealed that the non-Muslims still could not understand the concept of Islamic 

banking even though there are a lot of advertising campaigns that targeted at them. 

However in this study, it was found that the level of understanding on the concept of 

Islamic banking product among the Non-Muslims of USM, Penang is at the average 

level. For some basic concept such as “Islamic banking products are available for 
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Muslims as well as non-Muslims”, with the mean of 3.52 out of 5.0 means majority of 

the non-Muslims in USM, Penang understand that there is Islamic bank product 

available for them. This might due to most of the respondents are university students 

and they have learnt Islamic banking in their studies. As such certain basic knowledge 

of Islamic bank product have learn by them in the school. While some of the 

respondents have learn about Islamic banking products and services mostly through 

friends or Islamic banks. 

 

5.2.3 Perception of Non-Muslims towards Islamic Banking 

Majority of the non-Muslim respondent of the USM, Penang with the lower means of 

3.42 out of 5.0 perceived that Islamic Banking products in Malaysia are not similar to 

the products of conventional banks. This result is supported by (Ringim & Yussof, 

2017). 

 

5.2.4 Demographic of Non-Muslims towards Islamic Banking 

Furthermore, most of Islamic banking customer's awareness among the non-Muslims 

in USM, Penang varied among the different age groups in USM, and some respondents 

in USM are un-aware about Murabaha and Ijarah Islamic financial products. This is 

consistent with study conducted by (Masood et al., 2014; Ringim & Yussof, 2017). 

Hence, age, awareness and usage of Islamic banking product are not statistically 

significant. 
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5.3 Contributions 

5.3.1 Theoretical Implication 

This research has discovered a number of theoretical contributions for the islamic 

banking product awareness, perception, demographic factors, and understanding. The 

study establishes empirical evidence for theoretical relationships posited in the 

research framework.  

 

Previous studies on awareness of islamic banking product have investigated the effect 

of a number of variables on Islamic banking (Hamid, & Nordin, 2016). In addition, as 

discuss in the previous chapters, prior studies on the association between perceptions, 

understanding, demographic, and Islamic banking product awareness into single 

model affecting Islamic banking has received little attention. Based on the foregoing, 

the study examined structural relationships between perception, understanding, 

demographic, and Islamic banking product awareness the results show that Perception 

of Islamic bank product has a positive relationship with awareness of Islamic banking 

product among the Non-Muslim students of USM, Penang. The study adds further 

knowledge on the importance of perception among the Non-Muslims students in 

predicting Product awareness. Therefore, the study has contributed to the theory of 

hierarchy of effects by providing empirical evidence to support the assertion of this 

theory. In addition, the findings of this study contribute to the awareness of Islamic 

bank products. 
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5.3.2 Practical Implications  

Based on the study findings, the current research has contributed several practical 

implications in relation to awareness of Islamic bank products in the context of non-

Muslim students. The study findings would be importance to students, Islamic banks. 

The finding is in consistent with (Bashir, 2014; & Rammal, & Zurbruegg, 2016) who 

reveal the existence of a relationship between awareness of banking product and 

perception, understanding, and demographic factors. 

 

5.4 Limitations and Future Research Directions 

Even though this study has provided support for several the hypothesized relationships 

between the exogenous and endogenous variables, the findings have to be interpreted 

with consideration of the study's limitations. Firstly, the current study adopts a cross-

sectional design for the survey in which respondent’s views was taking at one specific 

period and does not allow causal inferences to be made from the population. Hence, 

future studies need to consider longitudinal design and should involve more than one 

school (e.g., it should involve UNIMAP, UUM, and USM) to measure the theoretical 

constructs at different points in time to ratify the outcomes of this study. 

 

Secondly, the present study adopted quantitative method and rely on questionnaire as 

the only instrument used in data collection. The respondents may not always be willing 

to answer questions properly. Therefore, the responses may not accurately and 

consistently measure the variables under study. The upcoming studies should combine 
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both quantitative and qualitative approaches to perform a comprehensive investigation 

on awareness of Islamic bank product among the non-Muslim student in USM. 

 

5.5 Recommendations 

Apparently, some of the Non-Muslims in USM are unaware of Islamic banking 

products. If students, especially non-Muslim students in Penang, are well educated on 

Islamic banking products; Islamic banking in Malaysia can outweigh conventional 

banking in the future. It can be suggested that to enhance the participation of people in 

Islamic banking and to promote the growth of Malaysian Islamic banking, policy 

makers should develop programs and procedures that will improve the awareness of 

people of Islamic banking product and boost knowledge of people not only non-

Muslim student about Islamic banking products and services. 

In addition, more publication on Islamic banking concepts and operations should be 

made publicly available in order to raise the level of awareness and to improve the 

level of knowledge regardless of religion and level of education among Muslim and 

non-Muslims students in Penang.
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APPENDIX A 

QUESTIONNAIRE 

 

THE AWARENESS OF ISLAMIC BANKING PRODUCTS AND SERVICES 

AMONG NON-MUSLIM UNIVERSITY STUDENTS IN UNIVERSITI SAINS 

MALAYSIA. 

 

 

Dear students, 

Thank you for agreeing to participate in this research. 

The following survey is being conducted for a partial fulfillment for the Masters in 

Islamic business school research paper requirement at Sains Malaysia. 

I would appreciate if you could answer the questions sincerely because the information 

provided will influence the accuracy and success of this research. It will take less than 

15 minutes to answer this questionnaire. The feedback is confidential and will be used 

for academic purpose only. 

Thank you for the assistance given and the time taken to answer the questionnaire. 

 

Yours sincerely, 

KHALIL ISMAIL ALI  

824814 

MSc. ISLAMIC BUSSINESS SCHOOL UUM (IBS) 
 

 
 
 
 
 



 77   
 

 
SECTION A – BACKGROUND INFORMATION 
 
This section of the questionnaire refers to background or biographical information. 

Although we are aware of the sensitivity of the questions in this section, the 

information will allow us to compare groups of respondents. 

 

Gender 

Male 1 

Female 2 

Age 

Less than 25 1 

26 – 35 2 

36-45 3 

46 + 4 

Educational Qualification 

 Diploma/ Advanced Diploma  1 

 Bachelor Degree  2 

 Master Degree  3 

 PHD Degree  4 

 Other 5 

Marital Status 

Single 1 

Married 2 

Divorced 3 

Widowed 4 

Religion  
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 Buddhist  1 

 Christian  2 

 Hindu  3 

 Other 4 

RACE  

Malaysian  

Chinese   

Indian   

others  

Monthly income level  

Less than RM1000   

 RM1000 – RM3000   

 RM3001 – RM5000   
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SECTION B 
 

To what extent do you agree with each of the following statements. Please 

indicate your answer using the following 5-point scale where:  

1. = Strongly disagree  

2. = Disagree  

3. = Neutral  

4. = Agree  

5. = Strongly Agree 

  

S
tro

n
g
ly 

D
isa

g
ree

 

D
isa

g
ree

 

N
eu

tra
l 

A
g
ree

 

S
D

 

 
AWARENESS 

 

1 
Iam generally aware of Islamic 

banking product and service  

1 2 3 4 5 

2 

Iam aware of Islamic banking 

deposit products such as wadiah 

saving account  

1 2 3 4 5 

3 

Iam aware of Islamic banks 

investment products like mudarabah 

investment account  

1 2 3 4 5 

4 
I personally aware of Islamic 

insurance product such as a takaful  

1 2 3 4 5 

5 

Iam aware of Islamic financing 

equity based product such like ijarah 

(leasing ) 

1 2 3 4 5 
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6 

Iam aware of Islamic of Islamic 

financing debt based product like 

Islamic credit card   

1 2 3 4 5 

7 

Iam aware of Islamic  Finance based 

trade such as  letter of credit, banker 

acceptance 

1 2 3 4 5 

8 

Iam aware of Islamic Money Market 

Instruments like government 

investment issues – Treasury Bills 

1 2 3 4 5 

 
PERCEPTION  

 

9 

There is a very high potential of 

Islamic banking products in 

Malaysia 

1 2 3 4 5 

10 
Islamic banks are able to compete 

with conventional banks. 

1 2 3 4 5 

11 

Islamic banking products in 

Malaysia are not similar to the 

products of conventional banks 

except that the banks use different 

names in highlighting those products 

1 2 3 4 5 

12 

Islamic banks have not done enough 

in marketing their products to the 

public. 

1 2 3 4 5 
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13 

Islamic banks could provide lower 

cost products and services compared 

to conventional banking. 

1 2 3 4 5 

14 

Returns on Islamic banks deposits 

account are higher than returns on 

conventional banks deposits 

account. 

 

1 2 3 4 5 

 
UNDERSTANDING  

 

15 

Islamic banking is the conduct of 

banking operations according to 

Syariah Law. 

1 2 3 4 5 

16 
Islamic banking is available for 

Muslims as well as non-Muslims 

1 2 3 4 5 

17 
Islamic banking prohibits interest in 

all forms of transactions 

1 2 3 4 5 

18 
Parties in Islamic banking cannot 

predetermine a guaranteed profit. 

1 2 3 4 5 

19 

Returns on Islamic banking are 

based on gift and profit sharing basis 

instead of interest. 

1 2 3 4 5 

20 

Islamic banking prohibits major 

uncertainty in all form of 

transactions. 

1 2 3 4 5 
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21 

Islamic banks only invest in 

businesses that are not prohibited by 

Islam or halal businesses. 

1 2 3 4 5 

22 

Each Islamic bank should have a 

Syariah Supervisory Board to ensure 

that all business activities are in line 

with Syariah requirements 

1 2 3 4 5 

  

 

Thank you for your co-operation in completing this questionnaire. 
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APPENDIX B: SPSS AND ANOVA 

Age of the respondents 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Less than 25 Years 137 52.7 52.7 52.7 

26-35 Years 75 28.8 28.8 81.5 

36-45 Years 32 12.3 12.3 93.8 

46years and Above 16 6.2 6.2 100.0 

Total 260 100.0 100.0  

 

 

Educational Qualification 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Diploma/ Advanced 

Diploma 
27 10.4 10.4 10.4 

Bachelor Degree 152 58.5 58.5 68.8 

Master Degree 46 17.7 17.7 86.5 

PHD Degree 23 8.8 8.8 95.4 

Others 12 4.6 4.6 100.0 

Total 260 100.0 100.0  

 

 

Marital Status 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Single 199 76.5 76.5 76.5 

Married 59 22.7 22.7 99.2 

Widowed 2 .8 .8 100.0 

Total 260 100.0 100.0  
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Religion of the respondents 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Buddhist 86 33.1 33.1 33.1 

Christian 70 26.9 26.9 60.0 

Hindu 34 13.1 13.1 73.1 

Other 70 26.9 26.9 100.0 

Total 260 100.0 100.0  

 

 

Race of the respondents 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Malaysian 86 33.1 33.1 33.1 

Chinese 95 36.5 36.5 69.6 

Indian 38 14.6 14.6 84.2 

Others 41 15.8 15.8 100.0 

Total 260 100.0 100.0  

 

 

 

 

Monthly income level 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Less than RM1000 120 46.2 46.2 46.2 

RM1000 – RM3000 74 28.5 28.5 74.6 

RM3001 – RM5000 54 20.8 20.8 95.4 

4 12 4.6 4.6 100.0 

Total 260 100.0 100.0  
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Respondent Gender 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Male 144 55.4 55.4 55.4 

Female 116 44.6 44.6 100.0 

Total 260 100.0 100.0  

 

 

Variables Entered/Removeda 

Model Variables Entered Variables Removed Method 

1 Demographic, Perception, 

Understandingb 
. Enter 

a. Dependent Variable: Awareness 

b. All requested variables entered. 

 

 

Model Summary 

Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 .233a .054 .042 .59892 

a. Predictors: (Constant), Demographic, Perception, Understanding 

 

 

ANOVAa 

Model 

Sum of 

Squares df Mean Square F Sig. 

1 Regression 4.678 3 1.559 4.347 .005b 

Residual 81.427 227 .359   

Total 86.105 230    

a. Dependent Variable: Awareness 

b. Predictors: (Constant), Demographic, Perception, Understanding 
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Coefficientsa 

Model 

Unstandardize

d Coefficients 

Standardize

d 

Coefficients 

t Sig. 

Correlations 

Collinearity 

Statistics 

B 

Std. 

Error Beta 

Zero

-

orde

r 

Partia

l Part 

Toleranc

e VIF 

1 (Constant) 
2.563 .335  

7.64

1 

.00

0 
     

Perception 
.239 .070 .240 

3.39

1 

.00

1 
.201 .220 

.21

9 
.834 

1.19

9 

Understandin

g -.136 .089 -.108 

-

1.52

6 

.12

8 
-.003 -.101 

-

.09

9 

.828 
1.20

8 

Demographic 
.101 .089 .073 

1.12

9 

.26

0 
.079 .075 

.07

3 
.986 

1.01

4 

a. Dependent Variable: Awareness 

 

 

Collinearity Diagnosticsa 

Model Dimension Eigenvalue 

Condition 

Index 

Variance Proportions 

(Constant) Perception Understanding Demographic 

1 1 3.930 1.000 .00 .00 .00 .00 

2 .045 9.323 .01 .09 .03 .88 

3 .016 15.826 .14 .90 .25 .07 

4 .009 20.665 .85 .00 .72 .05 

a. Dependent Variable: Awareness 

 

 

Variables Entered/Removeda 

Model Variables Entered Variables Removed Method 

1 Demographic, Perception, 

Awareness, 

Understandingb 

. Enter 

a. Dependent Variable: Questionnaire ID 

b. All requested variables entered. 

 

 

Model Summary 
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Model R R Square Adjusted R Square 

Std. Error of the 

Estimate 

1 .368a .135 .120 62.690 

a. Predictors: (Constant), Demographic, Perception, Awareness, Understanding 

 

 

 

ANOVAa 

Model 

Sum of 

Squares df Mean Square F Sig. 

1 Regression 138994.237 4 34748.559 8.842 .000b 

Residual 888185.763 226 3930.026   

Total 1027180.000 230    

a. Dependent Variable: Questionnaire ID 

b. Predictors: (Constant), Demographic, Perception, Awareness, Understanding 

 

 

 

 

 

 

Coefficients 

Model 

Unstandardize

d Coefficients 

Standardize

d 

Coefficients 

t Sig. 

Correlations 

Collinearity 

Statistics 

B 

Std. 

Error Beta 

Zero

-

orde

r 

Partia

l Part 

Toleranc

e VIF 

1 (Constant) 37.46

9 

39.36

4 
 .952 

.34

2 
     

Awareness 40.64

4 
6.947 .372 

5.85

0 

.00

0 
.356 .363 

.36

2 
.946 

1.05

7 

Perception 

-7.875 7.554 -.072 

-

1.04

2 

.29

8 
-.012 -.069 

-

.06

4 

.794 
1.26

0 

Understandin

g -4.260 9.353 -.031 -.455 
.64

9 
-.064 -.030 

-

.02

8 

.819 
1.22

0 

Demographic 

-2.955 9.387 -.020 -.315 
.75

3 
.001 -.021 

-

.01

9 

.981 
1.02

0 
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a. Dependent Variable: Questionnaire ID 

 

 

 

 

 

Collinearity Diagnostics 

Model Dimension Eigenvalue 

Condition 

Index 

Variance Proportions 

(Constant) Awareness Perception Understanding Demographic 

1 1 4.898 1.000 .00 .00 .00 .00 .00 

2 .047 10.171 .00 .08 .05 .01 .89 

3 .032 12.436 .00 .72 .10 .10 .01 

4 .016 17.673 .10 .00 .84 .27 .06 

5 .008 25.045 .89 .20 .01 .63 .03 

a. Dependent Variable: Questionnaire ID 
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