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ABSTRACT

This study attempt to examine Islamic Marketing Ethic and Its Impact on Customer
Satisfaction in Islamic Banking Industry of Pakistan. The scope of the study was limited
to the customers of Islamic banks and also significant due to a rising tendency of Islamic
banking performance in Pakistan. In the light of the findings, several concrete
recommendations were made for the improvement of Islamic banking system as well
quality service and customer satisfaction also. The analysis would be strengthen the
marketing strategy as well as service quality of the Bank. There is high potential for
Islamic banking industry. It is recommended that the Islamic banking industry
standardize the marketing ethic and provide the quality service to their customers. The
social justification of this research was to explore the potential of Islamic Banking with
maximize the social market ethics and develop the good relationship with the customers
and enhance the satisfaction in positive tone.
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INTRODUCTION

The rapid change in sales and marketing atmosphere has been demanded to focus on
customer has extensively on horizon. The consumer banking has robust growth in
Pakistan and banks have potentially entertain the customer with great satisfaction. In
Pakistan the execution of Marketing Management practices are to be focus which are
not divulge in the valid sense in Banking sector. The role of Islamic Banking is
potentially on peak. It has knocked the attention of customers and gets enormous
reputation among the bank Industry. Islamic banks not only contain their business but
also standardize the business strategies which create on believer reliance and piety.
Islamic banking and its marketing ethics are the principle mixture of integrity and
justice to the society.

Islamic banking promotes their products by mapping the customer’s needs. Banking
with Islamic marketing principles identify the benefits, problems, issues, as well as the
success and failure factors of the implementation and enhance a better standard of
customer relationship. The Islamic moral philosophy has encouraged the dealing
between Customer Relation Advisor (CRA) and customer of Islamic Banking,
communal interaction as well as individual are depended on the judgment of Islamic
ethics. Customer Relationship Management is play a significant role to induce the
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customer by mechanizing the business strategy. It not only persuades the new customers
butalso to retain the old.

LITERATURE REVIEW

Islamic Banking in Pakistan

Islamic banking and finance (IBF) is an ideological discipline that draws on Shariah
principles to expunge interest and other exploitative elements from the economic and
financial spheres of human society. It is an equity-based system that primarily relies on
profit and loss sharing (PLS) modes namely, Mudarabah (joint venture) and
Musharakah (equity participation), to perform borrowing, lending and investment
functions. However, it may use some other interest-free instruments, such as Murabaha
(deferred payment sale), ljarah (leasing), Bai Salam (advance payment) and Bai Istisna
(procurement engagement), to replace the interest-based banking and finance system in
its entirety.

Attheend of 70 Pakistan originated their banking system into Islamic pattern,
effective from July 1985 all commercial banks transfer into Islamic banking system.
(Tahir and Umar, 2008) []. The Islamic banking movement originated in Pakistan in
1980. The efforts for transforming the economy and financial sector of Pakistan on
Islamic lines were made over 22 years but all in vain. However, Islamic banking
activities have been revived in Pakistan under the duel banking system since 2002.
Currently there are five fully dedicated Islamic banks which run their affairs through
more than 1115 branches established across 79 major cities of Pakistan. In Pakistan the
Islamic banking network contain with five full-fledged Islamic Banks. viz: Meezan
Bank Limited, Al Baraka Islamic Bank (Pakistan) Limited, Dubai Islamic Bank
Pakistan Limited, Banklslami Pakistan Limited, and Burj Bank Limited with 1115
Islamic Branches of Conventional Banks and Sub Branches of full-fledged Islamic
Banks. Their accumulated deposit portfolio is Rs.771 billion. (SBP, Islamic Banking
Bulletin, Jun, 2013) []. Islamic banking network spread more than 07 main cities of
Pakistan, 77% of Islamic Banking network consist in Sindh and Punjab region.
Ideologically eloguent, Islamic financial institutions are ubiquitously integrated into
the entire system of Muslim polity. They need genuinely strong support from all state
institutions if they are to survive and succeed in their objectives. However, this did not
happen in reality when attempts to adopt the nationwide IBF system were undertaken in
Pakistan over the decades. The president of Pakistan, General Ziaul Hag, took the
initiative of enforcing an Islamic economy in the country, though for the sake of vested
interests. His government and all succeeding governments resorted to making merely
cosmetic changes to the banking and financial sector of Pakistan. The bureaucrats in the
Ministry of Finance did not show any real enthusiasm to implement the IBF system, for
their own convenience and vested interests. The SBP did not provide the banking and
financial institutions of Pakistan with sufficient resources to learn and practise the
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Islamic system. It purposefully encouraged the predominant use of conventional mark-
up modes in the banking and financial sector of Pakistan. The absence of a fair and
expeditious judicial system also discouraged banking and financial institutions in
Pakistan from adopting Islamic modes of finance, which run a very high risk of default
as compared with conventional lending. The majority of business people in Pakistan
rejected bank borrowings on a PLS basis for business privacy as well as tax reasons.
General depositors in Pakistan always showed a strong reluctance to bear any real risk
on their so-called PLS deposits in Pakistani banks. The glaring socio-economic
imbalances in Pakistan, such as the huge burden of domestic and international loans,
non-performing loans, lower savings and investments, an inefficient tax system, abject
poverty and illiteracy, and moral hazard, duly contributed to defeating the process of the
Islamic transformation of the Pakistani economy and financial sector.

Islamic Marketing Ethics

Islam teaches its followers to engage in a decent way of wealth acquisition, as Allah
S.W.T. states the issue through one of the Quranic verses as follows:

O you who believe! Eat not up your property among yourselves unjustly except it be a
trade amongst you, by mutual consent. And do not kill yourselves (nor kill one another).
Surely, Allah is Most Merciful to you (Al-Quran 4:29) 3[].

In terms of Islamic marketing, the total submission to Allah S.W.T. means that all
aspects of marketing must be parallel with the teaching of Islam. Ofcourse, in some
ways, its implementation varies. Islamic marketers must be able to include the spirit of
Islam in all aspect of marketing activities, from the planning to after sales service. In
other words, any marketing activities must be done within the ethical boundaries set by
Islamic teaching.

Customer Satisfactionin Islamic Banking

Islamic banking is a popular topic in Muslim countries. Islamic banking has been
established in more than 100 countries, with an estimated $300 billion in assets that are
increasing by 15 percent a year, according to the Asian Banker, (2005) a financial-
services consultancy. In Malaysia, where 60 percent of the population is Muslim, both
Islamic banks and conventional banks operate side by side. The first Malaysian Islamic
bank, Bank Islam Malaysia Berhad, was established under Bank Act 1983. The
Malaysian Government has issued three licenses for international banks to operate full-
fledged Islamic banking in 2004. Today, there are 11 Islamic banks under the Islamic
Banking Act 1983 and eight dual-window banks under the Islamic Banking Scheme are
offering Islamic banking products and services in Malaysia. In implementing a dual-
window banking system, the Islamic banking system operates in parallel with the
conventional banking system (Bank Negara Malaysia, 2007).

As of June 2006, assets in Malaysia's Islamic banking increased 5 percent of
RM117.393 million, representing 11.8 percent of the assets in the overall banking
system. The market shares of Islamic deposits and financing stood at 15.6 and 11.6
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percent compared with 11.7 percent in 2005 (Bank Negara Malaysia, 2007).
Meanwhile, Bank Islam (BIMB) reported that some 70-80 percent of the bank's trade
and corporate financing are with non-Muslim clients (Malaysian Business). Deloitte
Touche Tohmatsu Malaysia reported that 70 percent of Islamic banks financing in
Malaysia was contributed by non-Muslims. Deloitte Touche explained that Islamic
banking in Malaysia lacks participation from Muslims due to the lack of awareness
among the Muslims in Malaysia.

Thus, Islamic banking is not merely of interest to Muslim customers but clearly non-
Muslims customers see benefits from such a system. In an increasing competitive and
liberalized global banking industry, the competition to attract and retain Muslim and
non-Muslim customers is likely to increase. In the future, more foreign players are
likely to enter into Malaysian Islamic banking, thereby pushing local banks to innovate
and compete more aggressively in developing products and services. Although, there is
a difference between Islamic banks and conventional banks, they are nonetheless
competing in the same market in terms of offering complementary products and
services. In order to compete, Islamic banks probably need to develop effective
marketing strategies, upgrade their technological capabilities and develop their human
resources. In particular, there is a need for Islamic banks to develop and maintain better
service quality and customer satisfaction.

Statement of Problem
Evaluate the Islamic Marketing Ethic and Its Impact on Customer Satisfaction in
Islamic Banking Industry of Pakistan.

METHODOLOGY
The methodology implemented for this paper is briefly conversed below:

Strategy

The overall strategy of research was survey. It involves the collection of data at one
point in time from a random sample representing the population at that time. This study
investigated the Islamic Marketing Ethic and Its Impact on Customer Satisfaction in
Islamic Banking Industry of Pakistan, study population by the Islamic bank employees.
The researchers explained the questionnaire and objective of the investigation, define
its purpose, significance of the project what is expected from the respondents.
The total number of 1115 Islamic Branches of Conventional Banks and Sub Branches of
full-fledged Islamic Banks. Their cumulative deposit portfolio were Rs. 771 billion.
(SBP, Islamic Banking Bulletin, Jun, 2013).

It was not feasible to carry out a census. Consequently stratified random sampling
design was adopted. In the final stage of sampling cluster sampling design was used. In
this design, the unit of sampling is not an individual customer but all the customers of
the Islamic Banks present on the day of the survey. The total sample size was 200 bank
customers from the Islamic banks of Pakistan. The break down of the sample is
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mentioned below:
Table 1: Customer by Gender

ISLAMIC BANKS MALE

ISLAMIC BANKS FEMALE 16 3 2 21

TOTAL 139 37 24 200

Research Instruments

Tailor-made questionnaires were developed for bank customers The questionnaire for
bank customers was comprised of 50 items. The items of the questionnaire were drawn
from the content field in consultation with the experts, review of the literature and the
judgment of the researcher. The procedure ensured the content validity of the
questionnaires.

DataAnalysis

To examine the data analytical technique was used. Quantitative technique has adopted.
Table with frequencies and percentages were used for description of data. For statistical
inference, t test of significance was used. In testing the hypotheses involving two
groups, the t test was used. In the light of the findings, several concrete
recommendations were made for the betterment of Islamic banking system.

Composition of the Sample
Table 1and Pie Chart shows the distribution of Bank Customers by Nature of Job.

Table 2: Distribution of Businessmen & Salaried Individuals by Nature of Job

BUSINESS 54 27
SALARIED INDIVIDUAL 146 73
TOTAL 200 100
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Fig. 1 Pie Chart of customer by Nature of Job
Itis evident that 73% of the Bank Customers were engaged as Salaried Individual while
27% having own Business.

TESTING OF MAJOR HYPOTHESES
Null Hypothesis
There will be no significant difference in the views of Business and Salaried Class
Individual customerstowards the level of satisfaction about the Islamic marketing
ethics of Islamic Banking Industry of Pakistan.

Analysis of the Problem

1.Ho pl = u2
2.H1 : pl z p2
3.a : 0.05
4. Test Statistics : t-test
t = Xl-Xz
SE)<1—><2
5. Decision Rule : Reject H, if computed t > 1.96

Referring to Table t, we find that the tabulated value of t = 1.96, with df =198 at a = 0.05
is smaller than the computed value of t = 16.94. Therefore the null hypothesis is rejected
and it is concluded that there is significant difference between the business and salaried
individuals customers towards the level of satisfaction about the about the Islamic
marketing ethics of Islamic Banking Industry of Pakistan.

From the analysis of the table, it is clear that the salaried class individual customers are
more satisfied as compare to business related customers.

Table of Raw Data Yield from the Questionnaire for testing the null hypothesis

(See Appendix B).

Application of t-test for testing the null hypothesis (See Appendix)

CONCLUSION
The key purpose was to explore the marketing ethics and make recommendations for
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increasing satisfaction among the bank customers so as to improve the effectiveness of
marketing services as well customer satisfaction of the Islamic banking system.

It was concluded people in Pakistan have a welcoming and satisfied attitude towards
Islamic banking because it is based on the principles and teachings of Quran and
Sunnah. Islamic banking is purely shariah based that implies the transparent mechanism
of the business as well as marketing. In Islam, the basic principles of the marketing is to
give the real picture of the product to the customers and not to hide any thing. Customers
feel that Islamic banks follow this principle of Islamic marketing ethics.

The cumulative rating of the customer by the respondents was Agree or Moderately
Agree. Out of 200 respondents, 42% were Moderately Agree, 46% were Agree, 11%
were Strongly Agree, 1% were Disagree.

Hypotheses was developed. The results are presented below:

There will be no significant difference in the views of Business and Salaried Class
Individual customerstowards the level of satisfaction about the Islamic marketing
ethicsof Islamic Banking Industry of Pakistan.

The views of the business class customers and salaried individual customers were
satisfactory regarding customer satisfaction. Salaried individual customers are more
satisfied as compare to business class customers. Due to limited monthly income
salaried individual customers tend to the bank for financing and lending facility.
Similarly business class customers fulfill their financing needs through various modes
of riba free investments.
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APPENDIX
Application for t Test for Testing the Null Hypotheses
(Asviewed by Customers)

Step 1: Tabulation of data

149 22201 1 155 24025
2 150 22500 2 156 24336
53 151 22801 145 211 44521
54 152 23104 146 212 44944
7130 SX = 27540
N = 54 N = 146
yX* = 956844 Y X? = 5317016
X = 132.04 188.63
S = 17.06 29.02

Step 1: Find the means of the two groups.

X, . 2Xi _ 7130

_ _ _ 132,04
N; 54

X, - 2%X2 _ 27540 _ 1gg43
N, 146
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Step 2: Find the standard deviations of the two groups.

5 %2 (X os6844 _ (7130)°
S, = N1 _ 4 _17.06
N; - 1 54 - 1
s X7, (X 5317016 . (27540
N
S = i - 18 2002
N, - 1 146 - 1
Step 3: Find the standard errors of the two mean
SE)Q: Sl 17.06
\ ’Nl = 54 = 23212
SExz = Sz 29.02
\ ’ N> = 146 = 2.4020
Step 4: Find the standard errors of the difference between the two means
2
SEx2.x2 = (SExe)® + (SExo)’ = (2.4020)° 3.34

(2.3212)°

—_—

Step 5: Findthe degree of freedom

1) = df=(Ny- 1) +(N2- (54-1)+(146-1) = 198

(© 2014 CURJ, CUSIT

7




Muhammad Shahid Azam et al.

Step6: Findt
t = X2-X2 = 132.04 - 188.63 = 16.94
SEx2-x2 3.34
Step 7:

Referring to Table t, we find that the tabulated value of t = 1.96, with df = 198 at a = 0.05
is smaller than the computed value of t = 16.94. Therefore the null hypothesis is rejected
and itis concluded that there is significant difference between the business and salaried
individuals customers towards the level of satisfaction about the Islamic marketing
ethics of Islamic Banking Industry of Pakistan.

From the analysis of the table, it is clear that the salaried individuals customers are more
satisfied as compare to business related customers
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