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Abstract

The present study seeks to check the awareness level of the
Awareness: Islamic people about the Islamic Banking in Pakistan. This study
Banking; Pakistan; performs descriptive and frequency analysis by using a sample
Sharia Board. of 150 customers who were using both Islamic and
conventional banking. A questionnaire was prepared and
distributed to get the data from people of Gujranwala and
Sialkot cities about the Islamic Banking by five point likert
scale. The study found mixed results about the concept of
Islamic banking among the customers in Pakistan. The study
also pointed out that most of the people have no idea about
Islamic Banking and Islamic Banks are also not promoting it
in an effective and efficient way that can help them to
Date of Publication: understand the Islamic Banking. Another important finding of
29-06-2021 the study is that people are indifferent between services of
Islamic banking and conventional banking and the study
suggests that Sharia board should actively play its role to
apply Islamic banking in Pakistan.
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Introduction:

Islamic Banking is growing rapidly all over the world especially in
the Muslim countries because it follows the Shariah laws. Islam prohibits
interest (Riba) and the doctrine of Islamic Banking is also based upon
interest free banking by following the teachings of Islam. There was a
need of the hour to introduce Islamic Banking System that can provide
interest free banking to Muslims. In this regard, Mit Ghamr bank was
opened in in 1963 in Egypt™®®) The establishment of this noble attempt
could not fulfill the needs of Muslim customers due to non-professional
management of the bank and their strategy. In 1980, another attempt was
made by Malaysia to promote Islamic Banking system. Today, Islamic
Banking has emerged all over the world and it has a considerable portion
in the world economy. There are more than 300 Islamic Banks working in
70 countries of the world not only in Muslim majority countries.®®(

In Pakistan where the majority of the population is Muslim, a
numerous efforts has been made to establish an Islamic Banking System
that can satisfy the religious beliefs of the Muslims. In 1977, a Council of
Islamic Ideology was established to provide a roadmap for interest-free
economy. Council of Islamic Ideology presented many reports to make the
economy interest free but all these efforts could not become fruitful due to
the negligence of the governments®. The first serious attempt was made
in the era of President Pervaiz Musharraf in 2001 when a full-fledged
Islamic Bank, “Meezan Bamk” was established. Recently, Islamic
Financial Institutions have approximate assets of $ 3.4 billion © that
accounts for 4.8% of the banking sector of the Pakistan.

Undoubtedly, Islamic Banking is flourishing day by day in the
Pakistan and many Islamic Banks are functioning like Albaraka Bank,
Bank Islami, Bank Alfalah and Dubai Islamic Bank. Even though, many
commercial banks have also opened their Islamic windows but still there
is less attention of the people and academicians on this sector. There is a
need to study the awareness level of the people regarding Islamic Banking
in Pakistan. Therefore, the foremost and primary objective of the present
study is to examine and check the awareness level of the people of
Pakistan regarding the Islamic Banking. The study also intends to give
some recommendations especially to the people of Gujranwala and
Sialkot. This study is fruitful for general public, academicians, policy
makers and Islamic banks which are working in Pakistan.

The study is organized as follows: the second section provides the
literature review, the third portion discusses the methodology of the study,
fourth part explains the results and last portion concludes the study and
give important recommendations.
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1. Literature Review

The current study seeks to check the awareness level of the
customers related to Islamic Banking by applying the statistical analysis.
Awareness level about the Islamic Baking refers to the understanding
about the Islamic Banking instruments. Numerous studies have been
discussed the awareness level of customers about Islamic Banking in
different regions of the world {9DA2WIANAS 1 3 few decades, Islamic
Banking has excelled and expanded all over the world “®. The rules of
Shariah Law are derived from the Holy Book that clearly mentions that
interest is not allowed in Islam®”. People have less awareness about
Islamic Banking products such as: “Mudarabah”, “Musharakah”, “Ijarah”,
“Sukuk” etc"®. The awareness level regarding Islamic Banking products
and services was found more in Pakistani customers as compared with
Turkish customers but majoritz/ of the people were unaware about some of
the Islamic Banking terms 99,

Some of the studies have been conducted in UAE, Malaysia and
Indonesia on awareness about Islamic Banking and its products not
focusing only Muslims but Non-Muslims too and concluded that Non-
Muslims in Malaysia are also high awareness level about Islamic Banking
its products®”. In Indonesia, people have the awareness about Islamic
Banking but they have less knowledge regarding Islamic banks and their
operation. Some people hold the Islamic Banking products but they do not
aware about profit and loss concept ??. In Singapore, Gerrard and
Cunningham were in opinion that the people of Singapore do not have
awareness about Islamic Banking System “®. On the other hand,
Ramdhony made a study on awareness level regarding Islamic Banking
and concluded that pious people are mostly interested and have awareness
of Islamic Banking ®®. A study made on awareness about Islamic finance
and concluded that the Muslims are less aware about Islamic Banking due
to the lack of education ®®. In India, a study was conducted to check the
awareness and willingness to adopt Islamic Banking in Muslims by
gathering data of 200 respondents and found that the people do not have
much knowledge and awareness about the Islamic Banking ¢°.

The above given existing literature found that Islamic Banking has
been discussed and studied in different regions and different
methodologies and techniques have been applied. Even though, some of
the researchers are in view that this awareness gap among the customers is
going to be low but people still do not have enough awareness about
Islamic Banking ©”. Therefore, the present study is intends to fulfill this
awareness gap.
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2. Methodology
The primary and foremost purpose of the study is to check the

awareness of customers related to Islamic Banking in Pakistan. In this
study, the awareness level of the customers about Islamic Banking has
been evaluated by applying the frequency analyses.
3.1 Sample
In the study, a sample of 150 customers was selected through convenience
sampling. The respondents were selected from Gujranwala and Sialkot
because the habitants of these cities were easily accessible for data
gathering. Most of the customers had their account either in Islamic or
conventional banks.
3.2 Measures
This study used primary data by using a questionnaire. The questionnaire
was distributed among the 150 customers belong to the Gujranwala and
Sialkot. The questionnaire was comprised of two main sections. The first
part included the demographic statistics of the customers (Gender, Age
and Income). The second part includes the questions related to awareness
about the Islamic Banking derived from previous studies. The study used a
five-point Likert scale where “1” shows “Strongly Disagree” and “5”
presents “Strongly Agree”. Moreover, this study employs frequency
analysis and descriptive analysis by using SPSS 20.
3.3 Procedure

The questionnaires were distributed and filled by the customers of
different branches of the banks. The names of the Islamic banks were:
Meezan Bank, Albaraka Bank, Bank Islami and Dubai Islamic Bank. The
conventional banks were: Habib Bank, United Bank, Muslim Commercial
Bank, National Bank of Pakistan, Allied Bank and The Bank of Punjab.
The data was collected in three months and arranged in SPSS data sheet.
In the questionnaire, the main questions were about the Islamic Banking
awareness through different questions. Initially, the reliability of the data
was checked through Cronbach Alpha. After confirming the reliability of
the data descriptive analysis was made.

3. Empirical Findings

This section demonstrates the results of the demographic statistics of
the data which are Gender, Age and Income level of the respondents. The
table represents that there are 44 female respondents with a percentage of
29.3% and 106 male respondents with a percentage of 70.7. The table
shows that most of the respondents are male.
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Table 1: Demographic Statistics

Demo. Variable Characteristics | Frequency %
Gender Male 106 70.7
Female 44 29.3
Age 18-24 40 26.6
25-31 30 20.0
32-38 52 34.7
39 and above 28 18.7
Income 10-20k 85 57.0
21-40k 35 23.0
41-60k 19 13.0
Above 60 11 7.0

The above table shows the age group of the customers. Out of 150
customers, 40 people fall between 18 to 24 years group with a percentage
of 26.6%, while 30 respondents exist in the age group of 25-31 with a
proportion of 20% . According to the table, most of the respondents lie in
the age group of 32-38 with a percentage of 34.7%. Moving on the Income
level of the customers, 85 people have an income level of 10-20k salary
with a percentage of (57%), while 35 respondents with a percentage of
23% have a salary group of 21-40k. According to the table, 11 respondents
have more than 60000 salary.
Table 2: Islamic banking conducted under Sharia law

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 30 20.0 20.0 20.0
Disagree 19 12.7 12.7 32.7

Valid Neutral 14 9.3 9.3 42.0
Agree 54 36.0 36.0 78.0
Strongly agree 33 22.0 22.0 100.0
Total 150 100.0 100.0

The following table represents the frequencies of “Islamic banking
conducted under Sharia law”. It gives the proportion of the clients where
33 respondents strongly agree with the statement. There are 54 people
agree with the statement. On the contrary, 30 people have an opinion of
strongly disagree with a proportion of 20.0%, while 19 persons disagree
with it that Islamic Banking is conducted under the Sharia laws and rules.
Most of the respondents do not consider that Islamic banking is
functioning under Sharia law in Pakistan.

Table 3: Islamic Banking can be an Alternative
Frequency Percen Valid Cumulativ
t Percent e Percent
Strongly disagree 25 16.7 16.7 16.7
Valid  Disagree 30 20.0 20.0 36.7
Neutral 26 17.3 17.3 54.0
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Agree 44 29.3 29.3 83.3
Strongly agree 25 16.7 16.7 100.0
Total 150 100.0 100.0

The above table shows the results of the statement that IB can be an
alternate. The noteworthy point is that most of the people think that 1B
can be used as an alternate to conventional banking system in Pakistan.
The table shows 44 respondents strongly agree with the statement along
with a percentage of 29.3. On the other hand, 30 people disagree with a

proportion of 20.0% with this statement.
Table 4: Interest is prohibited in Islamic banking

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 5 3.3 3.3 3.3

Disagree 10 6.7 6.7 10.0
. Neutral 15 10.0 10.0 20.0

Valid

Agree 79 52.7 52.7 72.7

Strongly agree 41 27.3 27.3 100.0

Total 150 100.0 100.0

The table highlights the results of the statement that Interest is prohibited
in Islamic Banking. The findings are promising because most of the
people have a view that interest is not allowed in Islam. According to the
table, 79 customers agree with a percentage of 52.7%. On the other hand,

only a few people disagree with this statement.
Table 5: Returns are based on profit sharing

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 35 23.3 23.3 23.3

Disagree 25 16.7 16.7 40.0
. Neutral 17 11.3 11.3 51.3

Valid

Agree 16 10.7 10.7 62.0

Strongly agree 57 38.0 38.0 100.0

Total 150 100.0 100.0

The table provides the results of the statement that Returns are based on
profit sharing. According to the results, 57 respondents out of 150 strongly
agree with this statement with a percentage of 38% whereas 35 people out
of 150 are strongly disagreeing with it. It indicates that some people
consider Islamic banks are not sharing profit according to the Sharia in
Pakistan.
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Table 6: Islamic banking has a potential to grow

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 7 4.7 4.7 4.7

Disagree 8 5.3 5.3 10.0
. Neutral 16 10.7 10.7 20.7

Valid

Agree 89 59.3 59.3 80.0

Strongly agree 30 20.0 20.0 100.0

Total 150 100.0 100.0

According to the findings, Islamic Banking is growing in the Pakistan. It
has a potential to grow and prosperous in the banking sector of Pakistan if
the Islamic Banks function according to the Islamic Sharia and laws.
There are 89 people out of 150 have a positive attitude toward the
promotion of Islamic Banking, followed by 30 respondents with a view
that Islamic Banking has a potential to grow in Pakistan. Only a few
people do not consider this statement and keep a view that IB has no
potential in Pakistan.
Table 7: Returns are high in Islamic banking

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 66 44.0 44.0 44.0
Disagree 42 28.0 28.0 72.0

Valid Neutral 8 5.3 5.3 77.3
Agree 20 13.3 13.3 90.7
Strongly agree 14 9.3 9.3 100.0
Total 150 100.0 100.0

The table represents the results of the statement that returns are
high in IB. According to the table, most of the customers have a view that
Islamic Banking do not provide high returns. There are 66 respondents
strongly disagree with the statement with a percentage of 44% that Islamic
Banks do not provide high returns as compare with conventional banks

whereas 20 people out of 150 are strongly agree with it.
Table 8: Islamic Banking provide low cost products and services

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 39 26.0 26.0 26.0

Disagree 48 32.0 32.0 58.0
. Neutral 26 17.3 17.3 75.3

Valid

Agree 22 14.7 14.7 90.0

Strongly agree 15 10.0 10.0 100.0

Total 150 100.0 100.0
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According to the table, many customers assume that products of Islamic
banks are expensive because 48 respondents have a view that Islamic
Banking do not provide low cost products with a percentage of 32%.
Moreover, there are 39 respondents strongly disagree with the statement
and they provide high cost products as compared with conventional banks.
In contrast, 22 people out of 150 are strongly agree with it.

Table 9: Islamic banking available to Muslims and non-Muslims

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 12 8.0 8.0 8.0
Disagree 11 7.3 7.3 15.3

Valid Neutral 14 9.3 9.3 24.7
Agree 60 40.0 40.0 64.7
Strongly agree 53 35.3 35.3 100.0
Total 150 100.0 100.0

The table depicts that many customers assume that Islamic banking is available
irrespective of religion because 60 respondents out of 150 have a view that
Islamic Banking is available to Muslim and non-Muslim people. Moreover, 53
people with a percentage of 35.3% have same opinion. Nevertheless, there are 12
respondents who strongly disagree with the statement and they oppose this
statement.

Table 10: Aware of Islamic banking products.

Frequenc Percent Valid Cumulative
y Percent Percent
Strongly disagree 96 64.0 64.0 64.0
. Disagree 15 10.0 10.0 74.0
(\j/a" Agree 30 20.0 20.0 94.0
Strongly agree 9 6.0 6.0 100.0
Total 150 100.0 100.0

The table shows the results of awareness about the products of Islamic
Banking. The results are shocking related to the awareness level about Islamic
Banking and its products. There are 96 respondents who strongly disagree with
the statement that indicates that most of the people have no idea about the
products of Islamic Banking in Pakistan. On the other side, 30 people out of 150
are strongly agree with it and have awareness about it.

Table 11: Islamic Banking is Different from Conventional Banking.

Frequency Percent Valid Cumulative
Percent Percent

Strongly disagree 9 6.0 6.0 6.0
Disagree 78 52.0 52.0 58.0

valid Neutral 31 20.7 20.7 78.7
Agree 5 3.3 3.3 82.0
Strongly agree 27 18.0 18.0 100.0
Total 150 100.0 100.0
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The table gives the findings of the question that Islamic Banking is
different from conventional banking. According to the table, most of the
people strongly disagree with the statement that Islamic Banking differs
from conventional banking because there 78 people who do not consider it
different. On the other hand, 27 people out of 150 are strongly agree with
it and have an opinion that Islamic Banking has something unique from
conventional banking.

4. Conclusion

The basic aim of this study is to investigate the awareness of
customers regarding to Islamic Banking in Pakistan. In this study, the
awareness level of the customers about Islamic Banking has been analyzed
by doing the frequency analyses. In the study, a sample of 150 respondents
was used to gather the data. A country where more the 95% people are
Muslim, the study found that most of the people are lacking the awareness
related to Islamic Banking. The study concludes that people do not
understand the Islamic Banking products and services. That is why, they
feel hesitation in adopting the Islamic Banking and they prefer to use
conventional banking in Pakistan. It indicates that Islamic Banks are not
paying attention to promote their products and services. The results of this
study are similar with previous studies “®@EOEDEAGAENE) The study
implies that the management of Islamic Banks can play an important role
to narrow down the gap of Islamic Banking awareness in the Pakistan by
using social media, broadcasting media etc. The analysis shows that most
of the people are not aware with the Islamic Banking and its products
which highlight the performance of different institutions of the Pakistan to
promote the Islamic Banking. As we know Pakistan is a majority Muslim
country but the analysis shows the diverse results about the awareness of
Islamic Banking. In such a situation, the responsibility of the government
of Pakistan has increased to play its active role.

The study suggests that Shariah Board should be functional and
actively play its role to promote the Islamic Banking in Pakistan. It is also
suggested that Shariah Board should also clarify the policies and methods
related to Islamic banking in Pakistan. There is a dire need to take
effective measures that can increase the awareness level among the people
of Pakistan about Islamic Banking. Moreover, Islamic banks need to
promote Islamic Banking products through different campaigns to educate
the people about Islamic Banking in Pakistan. The future study can be
made on comparative analysis of Islamic and conventional banking system
in Pakistan. This study can also be extended by gathering data from
different other major cities of the Pakistan like Lahore, Karachi and
Islamabad.
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