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ABSTRACT

This study has been carried out to identify customer’s and service provider’s
orientation towards Islamic Banking. Islamic Banking is a financial institution that
operates with the objective to implement and materialise the economic and financial
principles of Islam in the banking arena. Islamic banking like any other banking
system, must be viewed as an evolving system. No one dispute that there is a definate
desire amongst muslim savers to invest their savings in way that are permitted by the
islamic Shariah.

The Islamic banking system is currently gaining momentum. Many international
conventional banks have started to open branches which operate in accordance with
the Islamic Shariah principles including Tanzania. The Islamic banking system is
expected to face strong competition not only from the Islamic banks but also from
well-established conventional banks offering Islamic products and services. In this
study, an attempt was made to assess customers and service providers orientation

towards Islamic Banking services.

A sample of 50 respondents took part in this study with three different organisations
(Banks) in Dar es Salaam, being KCB, NBC, and Amana Bank. The analysis of their
responses revealed that Islamic Banking not only deal with muslim customers but also
non muslim customers even though most Muslim customers seems to be greatful for
the services due to riba free system which is against their faith. And both bank
employees and the customers are very much aware of the Islamic banking services.
However being Sharia compliance, these banks also generate profit like other
convenctional banks, even though there is a certain degree of involvement on religious

belief of many of the Islamic banks facilities and products.

The big challenge was associated with the training and experience of staffs, and
sometimes the Muslims themselves are not very much aware of islamic principles
involved in islamic banking. The managers have admitted that this product helps to
increase profitabilityand also it is another new way of ensuring customer retention. In
general findings have indicated that there is an increase in the use of Islamic Banking

services as well as increase in the customer’s awareness about the product.
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CHAPTER ONE

PROBLEM SETTING

1.0 Introduction
This chapter entails to presents the background of the study, statement of the problem,
objectives of the study, research questions, significance of the study and limitation of

the study.

1.1 Background of the study

Islamic banking, also known as Sharia banking, refers to the type of banking activities
which is based on the principles of Islamic law (Sharia of Shariah in Arabic). It also
involves the application of the Sharia principles through the development of Islamic
economics. Basically, the Sharia forbids the imposition of loan interest rates (usury or
Riba in Arabic). In addition to that, investing in businesses that do not operate
according to the principles of Islamic law is considered Haraam (Arabic for
‘forbidden’). The Sharia principles of economics have been practiced for centuries, and
their history can be traced back as far as the 8th century AD. The concept of Sharia
banking itself was introduced only near the end of the 20th century (Saeed 1996)

In the late 19" century modern banking system was introduced into the Muslim
countries at a time when they were politically and economically at low ebb. Thus the
main banks in the home countries of the imperial powers established local branches in
the capitals of the subject countries and they catered mainly to the import export
requirements of the foreign businesses. Furthermore the banks were generally confined
to the capital cities and the local population remained largely untouched by the banking
system (Igbal & Molyneux 2005). The local trading community avoided the “foreign”
banks both for nationalistic as well as religious reasons. However, as time went on it
became difficult to engage in trade and other activities without making use of
commercial banks. Even then many confined their involvement to transaction

activities such as current accounts and money transfers, such that borrowing from the



banks and depositing their savings with the bank were strictly avoided in order to keep

away from dealing in interest which is prohibited by religion( Khan 1987).

After liberalizing banking and finance sector, Tanzania is among the countries in
Africa experiencing new ways of banking to satisfy the needs of the market. From
Mobile banking to Islamic banking, Tanzanians are witnessing new business ideas in
the make of banking history. With old aged conventional banking dominating world
economies, Islamic banking is growing very fast and it has established itself to be the

alternative way to do banking business in a just and fair terms.

With about half the population being Muslims there is a huge confusion among other
remaining half population on the impact of the Islamic banking in Tanzania because
the Islamic Banking is not well known among these groups and so it is very difficult
for them to make decisions whether or not to exploit it. However this study is
motivated by the importance of knowing about this situation as it is crucial to
understand customers preferences towards islamic banking, and also to understand the

service providers oriantation towards Islamic Banking system.

1.2 Background information

In 1970, Islamic banking was almost unknown and considered to be wishful thinking.
By the early years of twenty-first century, however, Islamic banking has become a
reality that cannot be ignored, for it is growing at a steady pace (Rammal, H. G. and
Zurbruegg, R. (2007). The size of the industry, which amounted to a few hundred
thousand dollars in 1975, had reached billions of dollars by 2004. The value of
Shariah-compliant accounts worldwide is estimated betweenUS$200 billion and

US$500 billion and is growing at an average annual rate of 10-15 percent.

This banking system is based on the principles of Islamic law and Islamic economics.
It aims at ensuring that banking services and products appeal to all customers
regardless of their belief system or background. Under Islamic banking, products and
governing contracts are structured with strict observance of Islamic law on just and

fair business transactions.



Nevertheless this does not mean there are no profitability factors involved in Islamic
Banking system, as generating profit is one fundamental factor of any private sector

of financial institution.

The two basic principles behind Islamic banking is about the sharing of profit and loss
and, and the other is about prohibition of the collection and payment of interest.
Interest collection is not permissible under Shariah law. Rather Islamic Banks it pays
the investor profit-sharing dividends and offers borrowers fixed repayment rates.
Conventional interest rates are deemed not “halal” or legitimate by Islamic laws.

In Tanzania, there is a great demand that drives changes in the field, not for the benefit
of the few but the whole community spiritually and materially. Therefore, this
description of Islamic banking system would help to make my approach easy so that
to embark on the research the customers and service providers porientation towards

religion and profit at large.

1.3 Statement of the problem

Islamic banks are not different from other financial institutions in terms of their legal
modalities, constitutive structures, objectives and means of achieving those objectives.
The only difference lies in their description as Islamic. The Islamic banks have
enjoined on themselves to conduct their affairs within the limit of the rulings of
Shari’ah and to comply with its overall objectives Therefore It must be realized that
maximization of profit is the objective of the highest priority for all investment
institutions created by private individuals. Consequently, all private-sector financing

institutions have one fundamental objective: to make as much profit as they can.

Since the Islamic banking system is gaining momentum in Tanzania. Many banks
have started to open branches which operate in accordance with the Islamic Shariah
principles. For example KCB Bank, NBC Bank and Amana Bank. This systems
expectes to face strong competition not only from the Islamic banks but also from well-
established conventional banks offering Islamic products and services.

With some of the banks in Tanzania that are now offering Islamic banking products or

facilities in order to be competitive, determining the marketing strategies for the



products is crucial. Therefore the study purposely focuses on customers in order to
see how attractive the facilities are among in the society. It is imperative to know
whether consumers engage in the Islamic banking facilities do have factors that
influence them in choosing the facilities. Also, this study will examine to what extent
do the external variables for examples, religiosity and knowledge of the Islamic

banking facilities, influence their behavior towards this whole system.

Therefore to fill the knowlegde gap that need to be addressed, an attempt was made
to assess customer’s orientation towards islamic banking system, as well as the service

provider’s (Banks) orientation towards this system at large.

1.4 Research objectives

1.4.1 General objectives
The general objective of this study was to determine customers preferences towards
Islamic Banking system and as well the service providers preferences towards Islamic

Banking system at the mentioned banks.

1.4.2Specific objectives
I. To examine the customer’s preferences towards religion in reference to

use of Islamic banking

ii. To examine customer’s preferences towards profit on Islamic banking

iii. To examine the service provider’s orientation towards religion while
delivering Islamic banking services

iv. To examine the service provider’s orientation towards profit while
delivering Islamic banking services

v.  To suggest information partaining the use of Islamic banking system



1.5 Research questions
In an attempt to carry out this comparative study on customers and service providers
oriantation towards Islamic Banking system at KCB Bank, NBC Bank and Amana

Bank, the study addressed the following research questions.

I.  What are the customer’s preferences towards religion in reference to the use of
Islamic banking?
ii.  What are the customer’s preferences towards profit on Islamic banking?
iii.  What could be the service provider’s oriantation towards religion while
delivering Islamic banking services?
iv.  What are the service provider’s oriantation towards profit in Islamic Banking
services?

v.  Are there any suggestions partaining the use of Islamic banking service?

1.6 Scope of the study

The research covered three organisations being KCB Bank, NBC Bank and Amana
Bank. The study was conducted in Dar es Salaam but unfortunately data were not able
to be collected at two branches in all the three Banks as planned, but rather in only one
branch for each, except at NBC whereby data collected were one being at the city
centre and the other one at Kariakoo area. Therefore (i.e. being case study),the results

of this study may not be representative to all organisations in Tanzania.

1.7 Significance of the study

The study of customer’s and service provider’s orientation towards Islamic banking in
Tanzania is supposed to be of benefit not only to the those with Islamic Religious
beliefs but for the whole society in general. Awareness of it would take out existing
doubts among people on the notion of it belonging to just a group of certain religious
belief.

The principal of this study was to improve the new work environment of the banking

industry and also hopes to highlight the benefits as well as challenges associated with



Islamic banking from the customers and the service providers, making it easier for

everyone being able to assess it without a doubt.

Nevertheless wanted to ensure that banking services and products appeal to all
customers regardless of their belief system or background. Under Islamic banking,
products and governing contracts are structured with strict observance of Islamic law

on just and fair business transactions.

The success of Islamic banking in formulating effective marketing plans largely
depends on maintaining up to date and complete profile information on their
customers. The availability of such a comprehensive profile provide the bank
management with a solid basis for making a plausible and effective decision regarding
the marketing of their products and services. It is hoped that the findings presented in
this study will provide some useful and pertinent information for Islamic Bank

managers in formulating their marketing strategies.

Finally this study would inform the society the need to have to enquire information to
their specific bank on certain new product, before they register themselves to that
banking service hence being attentive to what they were getting themselves into

regardless of their beliefs or what the society articulate.

1.8 Limitation of the Study
The following were the limitations that the researcher encountered in the time of
researching;
i.  Auvailability of Data: Some respondents refused to respond to the researcher
due to lack of time on particular days when consulted by the researcher for

information or hiding information for confidentiality reason.

il.  Funds: Lack of enough funds to use for the case study such as funds for costs
on transportation upon visiting the field area regularly for interviews and other

ways of collecting data, also funds to buy, print and photocopy materials e.t.c



1.9

on seeking data from each branch, as well as expenses on airtime for making
appointments to some customers that would need privacy. This has seen to

limit the researcher on accomplishing her target during her field research.

Time consuming; Since the study envolved three different organisations in Dar
es Salaam, and the collection of data required visiting to each branch. The
reseacher could not accomplish her plan due to indefinite appointments given
by respondents in each Bank. Therefore data collected were not equal in each
bank as planned considering the number of respondents involved were not
much as planned. And more attention was given to the interviewees regardless
of their differences in attitudes. Therefore such problems was of incovenience

to fulfill the expected results.

Delimitation

The following were the delimitations for the study;

Availability of Data: The researcher had to use the primary data collection
and personal interview and observation in business premises. Official
introduction letter and student identity card had been used in order to

convince the respondents who are hesitant to give out information.

Funds: In order to save costs the researcher had to concentrate on only four
branches of all the three Banks instead of concentrating on all of the six
branches, whereby the researcher considered one branch from KCB Bank,

one from Amana Bank and two branches from NBC Bank.

Time consuming: In order to save time the reseacher had to choose only
four branches of all banks instead of six branches, and also to conduct an
interview whenever meets a relevant respondent so as to avoid regular
visits to the banks in vain just to have a formal meeting with the

respondents.



1.10 Organisation of the study

Chapter 1 of this study introduced background of the study, background information,
the problem statement and described the general and specific objectives of the study.
It further addressed the scope of the the study, significance of the study, limitations as
well as delimitations of the study.

Chapter 2 presents a review of theoritical and empirical literature, the research gap as

well as the conceptual framework.

Chapter 3 presents the methodology and procedures used for data collection and
analysis. It also provides for the study area and the sampling procedure.

Chapter 4 contains an analysis of the data and presentation of the results. In this chapter
the researcher used tables and figures to represent the parcentage of information results

S0 as to be used in analysing data.

Chapter 5 comprises the implication of the study, and discussion of the researcher’s
findings in consideration to the objectives of the study. It also provides for the
advantages of islamic banking as well as challenges facing Islamic banking services.

Chapter 6 offers a summary, conclusion, recommendations, the moment of truth and

scope for future research.

CHAPTER TWO



LITERATURE REVIEW

Introduction
This chapter contains theoretical literature review, empirical literature review and

research gap.

2.1 Theoretical Literature Review

The Quran, the Muslim Holy book, explicitly deals with economic related matters and
how they apply in Islam ( Phillip Gerrard and J. Barton Cunnigham, 1997). The
Shariah, being the Islamic law of human conduct is derived from the Quran. The Sharia
prohibits what is called Riba, (that is payment over and above what is been lent which
causes the payment of interest and usury which is not permitted). What Sharia does
not prohibit is profit obtained from trading activity, the reason behind this positive
stance being that there is a risk of loss involved in any trading activity. With Riba in

theory there is no risk of loss.

Because of Riba Islamic Banks have to develop financial products which are not in
conflict with the Sharia. ( Ali and Ali 1994) With each of those products , the parties
(‘the depositors and borrowers) can be considered as operating in partneship to which
a risk is attached. Both will receive a rate of return which is based on perfomance

rather than pay the interest or receive interest at a pre determined rate.

The applicable Islamic principles ( Sudin Haron, Norafifah Ahmad, Sandra L. Planisek
1994) are called Mudharabah, Musyarakah, Murabahah, Al-Bai Bithaman Ajil, Al-
ljrah, Al-Takriji, Qard Hasan, Al-Wakalah, Al-Kafalah, and Wadiah. The distinction

and features of these products are briefly described below:

o Mudharabah; This is basically an agreement between a lender and an
entreprenuer, in wich the lender agrees to finance the entreprenuers project on a profit
sharing basis according to a predetermined ratio agreed on in the negotiation between

the two parties. The lender will bear any loss incurred.



o Musyarakah; This is a partnership for a specific business activity with the aim
of making profit where by the lender not only provide the capital but also participate
in the management. As in the case of Mudharabah all parties agree through
negotiation, on the ratio of distribution of profit generated from business activities,
which need not coincide with the ratio of participation in the financing of the activity.
However in the event of a loss, all parties bear the loss in proportion to their shares in

the financing.

It appeared that, Islamic banking also known as participant banking is banking or
rather banking activity which is consistent with the principles of Islamic Law (Sharia)
and its practical application through the development of Islamic economics. Likewise
Sharia prohibits the fixed or floating payment or acceptance of specific interest or fees
also known as riba or usury for loans of money. Therefore investing in businesses that

provide goods or services is considered contrary to Islamic principles.

However while these principles may have been applied to historical Islamic
economies, it is only in the late 20th century that a number of Islamic banks were
formed to apply these principles to private or semi-private commercial institutions

within the Muslim community.

2.2 Empirical Literature Review

There are few numbers of studies about customers’ preferences toward Islamic
banking services. The studies of Erol and EI-Bdour (1989) and Erol et al. (1990) are
considered as the earliest which investigated the factors that influence customers to
choose Islamic banking. Using both conventional and Islamic bank customers as the
respondents, the study found that the provision of a fast and efficient service, bank’s
reputation and confidentiality were the most important bank selection criteria for
customers who patronize Islamic banks. In their studies, religion was found to play a
less important role in customers’ decisions to transact with the Islamic bank.

Recent years have brought an increasing flow of empirical studies of Islamic banking.

The earliest systematic empirical work was undertaken by Khan (1983). His

10



observations covered Islamic banks operating in Sudan, United Arab Emirates,
Kuwait, Bahrain, Jordan, and Egypt. Khan’s study showed that these banks had little
difficulty in devising practices in conformity with Shariah.

He identified two types of investment accounts: one where the depositor authorized
the banks to invest the money in any project and the other where the depositor had a

say in the choice of project to be financed.

Khan’s study revealed that Islamic banks have a preference for trade finance and real
estate investments. The study also revealed a strong preference for quick returns,
which is understandable in view of the fact that these newly established institutions

were anxious to report positive results even in the early years of operation.

According to Zeithaml and Bitner (2000), organizations nowadays have to effectively
compete and maintain their competitive edge by accentuating service quality and,
consequentially, increased customer satisfaction. It also has been stated by Peters
(1999) that:

“Quality can be a “magic bullet” which provides lower cost, higher customer service,
better products and services,and higher margins. Without managing quality, asserting

and adding value become an impossible proposition.”

Zeithaml (2000) stress that the inside customer and outside customer have a similar
view regarding the service dimension and the way a customer accesses the services.
The outside customer is an individual or business entity that purchases or uses the
service from suppliers, while the inside customer refers to the organization’s staff.
Hence, service quality is an important factor in creating a competitive advantage; a
bank must acknowledge its customers’ perception and then provide the desired service

to meet the customers’ needs. This statement is further supported by Donelly et al.

(1985), who urge that:
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“... employees who make the discretionary effort — who are friendly and responsive,
who ask the extra question or suggest the extra services, who take time to listen -

provide the competitive edge!.”

Nevertheless, employees can better deliver excellent services to customers when the
organization provides them with the necessary resources, including logistic,
administrative, equipment, and management support (Schneider and Bowen, 1985).
Zeithaml (2000) also confirm this by stating that,

“satisfied employees make for satisfied customers (and a satisfied customer can, in

turn, reinforce employees’ sense of satisfaction in their jobs).”

From the Islamic banking viewpoint, Haron (1996) emphasizes the contradictory
objectives in conventional banks versus Islamic banks. The objectives of Islamic banks
are based on two fundamental objectives: the religion factor and the profitability
factor. If the religion factor alone is accentuated, the banks will be driven into
insolvency and bankruptcy, thus damaging the situation of the depositors and Muslim
society as a whole. Conversely, if the profitability factor is given more priority, it will

certainly divert from the true Islamic line that is based on the concepts of justice.

The IMF study referred to earlier by Igbal and Mirakhor (1987) also contains extremely
interesting empirical observations, although these are confined to the experience of
Iran and Pakistan, both of which have attempted to islamize the entire banking system
on a comprehensive basis. Iran switched to Islamic banking in August 1983 with a
three-year transition period. The Iranian system allows banks to accept current and
savings deposits without having to pay any return, but it permits the banks to offer
incentives such as variable prizes or bonuses in cash or kind on these deposits. Term
deposits (both short-term and long-term) earn a rate of return based on the bank’s
profits and on the deposit maturity.

No empirical evidence is as yet available on the interesting question as to whether
interest or a profit-share provides the more effective incentive to depositors for the

mobilization of private saving. Where Islamic and conventional banks exist side by
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side, central bank control of bank interest rates is liable to be circumvented by shifts

of funds to the Islamic banks.

Haron (1996) also further reaffirms that, in line with the objective of establishment, all
business activities associated with financial transactions and Islamic banking must be
conducted in accordance to Islamic principles and Islamic legal practices. As such,

Islamic banks are prohibited from engaging in any business that is based on Riba.

Hamid and Nordin (2001) conducted research to determine the importance of
education in Islamic banking, and a viable strategy by which Islamic banks could face
the new millennium. They discovered that customers possess very limited knowledge
of Islamic banking, in that 60% of the respondents could not differentiate between

Islamic banking products and conventional banking products.

Interestingly, a study completed by Hassan and Ahmed (2002) on the customers and
employees of the Islamic bank in Dhaka, Bangladesh, found that the respondents were
not interested in conducting banking transactions in Islamic banks because they
believed that only the name of the bank had been changed to reflect that it was an
Islamic-based bank; they believed that interest, which is prohibited in Islam, was still

practiced.

Overall, the researchers determined that the customers’ and employees’ understanding
of the concepts and practices of Islamic banking is still vague. The authors recommend
that to prevent any misunderstanding, adequate training must be given to the
employees, future researchers and also the customers. This issue came up again in
research completed by Makiyan (2002), who revealed that the infrastructure problem
experienced by banks’ employees in Iran was due to inadequate knowledge and

training.
Additionally, Haron and Ahmad (2002) have highlighted that nearly 65% of corporate

banking customers clarified that they had very limited knowledge of Islamic banking.

The authors further stressed that the banks do not put much effort into marketing their

13



products or educating their customers. Thus, based on the aforementioned issues and
the importance of Islamic banking in Tanzania, the current researchhas been conducted

to assess the impact of the Islamic banking in Tanzania.

The IMF study, however, expressed considerable uneasiness about the concentration
of bank assets on short-term trade credits rather than on long-term financing. This the
authors found undesirable, not only because it is inconsistent with the intentions of the
new system, but also because the heavy concentration on a few assets might increase

risks and destabilize the asset portfolios.

The study also drew attention to the difficulty experienced in both Iran and Pakistan
in financing budget deficits under a non-interest system and underscored the urgent
need to devise suitable interest-free instruments. Iran has, however, decreed that
government borrowing on the basis of a fixed rate of return from the nationalized
banking system would not amount to interest and would hence be permissible. The
official rationalization is that, since all banks are nationalized, interest rates and

payments among banks will cancel out in the consolidated accounts.

The studies also show that the profit-sharing ratios and the modes of payment vary
from place to place and from time to time. Thus, for example, profits are provisionally
declared on a monthly basis in Malaysia, on a quarterly basis in Egypt, on a half-yearly

basis in Bangladesh and Pakistan, and on an annual basis in Sudan.

The two main problems identified by the case studies are the absence of suitable non-
interest-based financial instruments for money and capital market transactions and the
high rate of borrower delinquency. The former problem has been partially redressed
by Islamic banks resorting to mutual inter-bank arrangements and central bank

cooperation, as mentioned.
Nienhaus (1988) suggests that the relative profitability of Islamic banks, especially in

the Middle East in recent years, is to a large extent due to the property (real estate)

boom. He has cited cases of heavy losses which came with the crash of the property
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sector. He concludes that Islamic banking is viable at the microeconomic level but
dismisses the proponents’ ideological claims for superiority of Islamic banking as
‘unfounded’. Nienhaus points out that there are some failure stories, and he noted that
the high growth rates of the initial years have been falling off, but he rejects the thesis

that the Islamic banks have reached their ‘limits of growth’ after filling a market gap.

Bley and Kuehn (2004) studied 667 business graduate and undergraduate students’
knowledge and perception of conventional and Islamic finance in the United Arab
Emirates (UAE). Non-Muslim students viewed Islamic finance as inherently appealing

to Muslims, and did not perceive Islamic finance as provider of superior products.

2.3 Research Gap

Islamic banks should not take for granted the expectation of their clients by assuming
that they are prompted to deal with Islamic banks solely based on their religious
consciousness, rather they should also promote quality services that can satisfy their
clients regardless of their religious beliefs as they may be the course of unsatisfactory

banking record.

2.4 Conceptual framework

One of the most important success factors that lead to the spread of Islamic banking
was the adherence of these financial institutions to Sharia rules in all their transactions
where Sharia disciplines are the main pillar with which Islamic banks deal with their

clients.

In this study, knowledge dimensions are the attractive factors of Islamic banking and
understanding of Islamic banking as shown in Table 4.4. However, the findings have
showed that it is Shariah -ruled and ethical-based operation and activities with
additional social function . These definitions in short, implicitly highlight the premier
direction of Islamic banking; in in which the former is more to profit orientation and

the latter is Shariah —orientation
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Therefore this study is embarked on to identify the relative significance assigned to
selection criteria in deciding a bank that has an Islamic banking system. More
importantly, it would evaluate customer preference of the choices of a bank that is
adapted from that model. Secondly, it would investigate service provider’s oriantation
towards religion and profit as shown in table 4.10 . It is hoped that the study would
facilitate the management of the banks in developing their marketing strategies which
is very important for the survival of the bank specifically due to intense competition

arising from the conventional banks.

CHAPTER THREE

RESEARCH METHODOLOGY
3.0 Introduction
This chapter presented how the research was designed, how the fieldwork was
conducted, what was the source and types of data, how data was collected and
analyzed, as well as showing the sample size and sampling techniques. To achieve the
intended objectives of this study the chapter was divided into eight sections as

discussed in the following paragraphs.
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3.1 Research Design

Dalen (1999) defines research design as the roadmap or blueprint according to which
one intends to conduct a research and achieve his/her research goals and objectives.
Design of the study depends on the nature of the study and its objectives (Kothari,
2004).

This research focused on customers and service providers orientation towards Islamic
Banking, with a case of KCB, NBC and Amana Bank. It has employed descriptive
cross section method. Descriptive studies are appropriated when the nature of the
problem is well known and the objective is clearly specified (Churchill 1996). A
descriptive study is concerned with either determining the frequency with which
something occurred or the relationship between two variables, Churchill (1996). Also
descriptive research relied on individuals’ self-expressions of their knowledge attitude
behavior or feelings, (Kothari 1990).

The stability of descriptive method lied on its capability of gathering data at a
particular time. It involved assessment of attitudes, opinions, demographic information
conditions and procedure. It was argued that descriptive data were usually collected
through questionnaires, interviews and observations (Nisbert 1970). The study design
applied less expensive approach, easy data collection methods as it accommodated

interviews, questionnaires, documentaries and observations.

3.2 Study Area

The study was conducted in Dar es Salaam, at KCB Bank, NBC Bank and Amana
Bank, with each bank one branch, but with NBC it was with two branches being
kariakoo.The selection of these branches is based on the fact that these are the most
populated areas where customers may be easily reached, due to volume of business,
type and number of customers served. Respondents from each branch are considered
to represent banks management, customers and employees. Although, in real cases
customer’s choice of branches are influenced by personality and locations hence this

results may not necessarily be generalized to all bank’s branches.
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3.3 Sample size and Sampling Procedure

In considering the study area and sample size, a note was taken in regards to
affordability, adequacy for representation and accuracy of the results for the purpose
of the study. As Saunders, (2000) pointed out a mere size alone does not ensure
representative thus a small sample, but well selected may be superior to a large but

badly selected one.

Hence the sample size should neither be too small nor too large. However, a
consideration of optimum size was mandatory for better results which fulfilled the
requirement of efficiency, representative reliability and flexibility. Thus, for an
extensive and continuous study, a small sample was suitable as the aim was to get an
“experience” of a problem. Based on objectives of the study and taking into
consideration the observation discussed above, a sample of 50 respondents was
considered and the distribution of this sample among the selected Banks sites (NBC,

KCB, Amana Bank) was as indicated below:

Table 1. Distribution of Sample Size by Location

Sample City Centre (Branch) Kariakoo(Branch) Total
NBC Bank Officers 5 3 8
Customers 8 5 13
KCB Bank Officers 5 0 5
Customers 4 3 7
Amana Bank Officers | 5 0 5
Customers 7 5 12
Total 50
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Sampling frame is the list of elements from which the sample is drawn. The method
used was cluster sampling method. This is because the selected Banks are scattered,
and each Bank represent huge number of customers hence the research sample selected
two branches from one Bank (NBC), and with the other two Banks (KCB and Amana
bank) one branch each. Thus 32 customers and 18 Bank officers of all branches. Non-
probability judgmental sampling method was applied in this study when selecting
some customers and employee respondents. However selection of members depended

on their accurate information. Thus, judgement may either be subjective or objective.

3.4  Type and Source of Data

Type of data that was used in this study is primary data which was collected through
structured questionnaires distributed to bank Employees and Customers. Interviews
with bank employees and customers were conducted to elaborate on some of the
matters. Samples of questionnaires that were used have been attached at the end of this

dissertation. Also few secondary data were used.

3.5 Data Collection
Data collection refers to gathering of information to prove some facts. Nkpa (1997)

defines data collection as the process of obtaining evidence in a systematic manner so
as to ascertain answers to the research problem. Data was obtained from both primary
and secondary sources. Primary data constitutes information gathered directly from
the respondents. Leedy and Ormrod (2001) assert that primary data are first hand
information which was collected through various methods such as observation,

interview and questionnaires.

Secondary data are the data which was already collected and analyzed by someone
else (Kombo and Tromp, 2006). They either may be published or unpublished. This
study employed secondary data through documents (journals, buying and selling
records) so as to analyse customers and service providers orientation towards Islamic

banking.
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In this study the researcher had used documentary review, interview, observation and
questionnaire. The researcher employed a combination of techniques so as to obtain
adequate and relevant information that create a broad understanding of the topic under
study, due to the fact that there was no one instrument better than another.

Employing a variety of techniques was to enable the researcher to present the

information obtained from each approach to ensure validity and reliability of the data.

3.5.1 Documentary Review

This technique was used to get information from published and unpublished materials
regarding Islamic Banking. Published sources include journals, newspapers articles
and unpublished sources. These mainly were obtained from the Bank’s office library

where official documents are preserved.

3.5.2 Interview

Interview was a face to face discussion whereby an interviewer was seeking
information from interviewees. It involved presentation of verbal stimuli and reply in
forms of verbal responses. It created an opportunity for respondents to express their
feelings freely, Kothari (1990). Also See Appendix 2

3.5.3 Observation

The researcher employed observation as one of data collection and observed the day
to day activities at the bank offices. The researcher was acting as a participant observer.
Thus, the researcher observed the interaction between the customers and the bank staff

and how each one reacts after or before a service.

3.5.4 Questionnaire
Two sets of questionnaires were used to collect data from selected customers and
employees at the selected areas respectively. Both open and close ended questionnaires

were employed in obtaining information from the respondents. See Appendix 1.
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3.6 Data analysis Plan

The data collected in this study was analyzed both qualitatively and quantitatively.
Leedy (1980) states that there is more than one style for reporting the findings of
qualitative research. The reason for using both approaches is that, they were
complemented each other. Data collected was processed and analyzed through
qualitative methods supplemented by a simple statistics (quantitative) specifically
cross tabulation to describe patterns of some information. The open-ended questions
from interviews were analyzed through qualitative methods. This entailed continuous

manual ordering and coding of field data.

Data from questionnaire based on views and opinions were summarized, tabulated and
percentages was calculated and information was put together in a tabular form, others
were given detailed explanations. Data from interview was expressed by themes in the
form of statement describing customers and service providers orientation towards
Islamic banking. Data from documents was collected and recorded in statement or

numerical forms depending on the type of information found.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.0. Introduction

This chapter provides, firstly characteristics of the respondents such as age, level of
education possessed, marital status, customers awareness on the benefits of islamic
banking. However employees perception on training and experience, employees views
on qualified staffs at the bank as well as customers preferences on islamic banking.
Secondly, the chapter provides for the advantages of islamic banking to conventional

banking and also the challenges that face islamic banking system in Tanzania.
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4.1 Demographic Characteristics of Respondents

4.1 The Age of Respondents

Age is an important demographic variable in this study because it enables the
researcher to find out whether the respondents understanding and involvement with
such banks was influenced by their age.

The age of the respondents who were interviewed were Staffs ranging between 20 to

50 and above years.

Table 4.1: Age of respondents

Age of respondents Respondent Percentage
20-30 16 32

31-40 20 40

41-50 10 20

51+ 4 8

Total 50 100

Source: Researchers analysis, 2012

Table 4.1 shows that 16(32%) of respondent out of 50 were of the age of 20-30 years,
while 20(40%) of respondent out of 50 were of the age between 31-40 years, and
10(20%) respondents out of 50 fall in the age group between 41 and 50 years, while
only 4(8%) out of 50 were above 50 years.
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Figure 4.1 Age of respondents

Age of respondents

W 20-30 m31-40 m41-50 m51

4.1.2 Education Level
The study indulged into the education background of the staffs The objective of this

was to discover the education status among bank Staff.

Table 4.2: Level of Education

Level of education Respondent Percentage
University 23 71.88=72
Diploma 9 28.13=28
High Level 0 00

O level 0 0

Primary level 0 0

Total 32 100

Source: Reasearchers analysis 2012

From the Table 4.2 it shows that out of 50 respondents 23(71.88%) had attained
University Education. Also 9 (28.13%) , thus majority staffs shows that they have

attained university level of education.

Figure 4.2 Respondents education level
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4.1.3 Marital Status

Marital status was another important demographic variable in this, as enabled the
researcher to find out whether the respondents views were influenced by their marital
status.

Marital status of the staffs respondents at KCB Bank were 8 married and 12 single, at
Amana Bank 5 were married and 8 single, and at NBC bank 15 were single and 10

were married

Table 4.3: Respondents Marital Status

Status No of respondents Percentage
Married 28 56
No married 22 44

50 100

Source: Researchers analylis , 2012
Therefore Table 4.2 shows that 28(56%) respondents out of 50 were married and
22(44%) out of 50 were single.

Figure 4.3 Respondents marital status
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4.2 Customer’s Awareness on the benefits of Islamic Banking

Customers awareness on the benefits of Islamic Banking services was meant to know
the extent in which people are aware of the benefits gained by the islamic banking
services, and what drive them to join those services. Therefore the table below shows
the respondents views on the awareness of the benefits of islamic banking system as

follows;

Table 4.4: Respondents awareness

Status No of respondents Percentage
Well aware 17 53.13

Less aware 10 31.25

Not aware 5 15.63
Total 32 100.01
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Source: Researchers analylis, 2012
From the above table it shows that out of 32 respondents 17 (53.13%) are well aware

of Islamic banking services, 10 (31.25%) are less aware of islamic banking services

and 5(15.63%) are not aware at all about Islamic banking services.

Figur 4.4 Customer’s awareness on benefits of islamic banking

Customer's awareness

B Well aware M Less aware Not aware ®

4.3 Employees perception on training and experience

Many employees respondents had the following perceptions partaining training and

experience gained by the respondents.

Table 4.5: Respondents perception

Status No of respondents Percentage
Well trained 5 21.77
Less trained 11 61.11
Not trained 2 11.11
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Total 18 100.65

Source: Researchers analylis, 2012

From the above table it shows that out of 18 respondents only 5 (27.77%) agree that
employees are well trained with the Islamic banking activities, 11 (61.11%) are less
trained and only 2 (11.11%) are not trained at all. Therefore it is clearly showing that

majority employees are less trained with islamic banking system

Figure 4.5 employees peception on training and experience

Employees perception

B Well trained M Less trained = Not trained ®

4.4 Employees views on qualified stuffs at the Bank
The respondents had the following views regarding qualified stuffs at the bank. The

table below shows the results as follows:.

Table 4.6: Respondents views

Status No of respondents Percentage
Qualified 4 22.22
Less qualified 9 50
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Not qualified

5

27.78

Total

18

100

Source: Researchers analysis, 2013

From the above table it shows that out of 18 respondents only 4 (22.22%) agree that
employees are qualified to practice with Islamic banking activities, 9 respondents
(50%) are less qualified and only 5 (27.77%) out of 18 are not qualified at all.
Therefore it is clearly showing that majority employees are less qualified to practice

the islamic banking services.

Figure 4.6 Employees views on qualified staffs at the bank

B Qualified ™ Less qualified

Views on qualified staffs

Not qualified ™

4.5 Customer’s preferences towards Islamic Banking
The respondents had the following views on their preferences on joining Islamic
banking. This is important because the researcher need to know what exactly

influences customers to join Islamic banking. The table below shows the results as

follows;.

Table 4.7: Customers preferences

Status No of respondents Percentage
Religion 18 56.25
Profit 9 28.13
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Others

5

15.62

Total

32

100

Source: Reseachers analylis, 2012

From the above table it shows that out of 50 respondents 30 (60%) agree that customers
preferences towards islamic banking is influenced by religion, 15(30%) out of 50 are
influnced by profit and 5(10%) out of 50 are influenced by their othe reasons.

Therefore it is clearly showing that majority customers orientation lies on their

religious beliefs rather than other factors.

Figure 4.7 customer’s preferences towards Islamic banking

Customer's preferences

M Religion M Profit

4.6 The future prospect of Islamic banking
The respondents had the following views on the future prospect of Islamic Banking in

Tanzania. This is helpful for the reseacher to know whether the respondents see the

growth of Islamic banking or not.

Table 4.8: Respondents prospects

Status

No of respondents

Percentage

Growing and stable

38

76

29




Not growing and unstable

12

24

Total

50

100

Source: Researchers analylis , 2012

From the table above, it shows that out of 50 respondents 38(76%) sees the future

prospect of islamic banking growing and stable, while 12(24%) sees the future

prospect of Islamic banking in tanzania not growing and not stable.

Figure 4.8 The future prospect of Islamic banking

Future prospect

B Growing/stable B Not growing/unstable

4.7 Islamic banking products competitiveness to conventional banking products

The respondents had the following views regarding competitiveness of islamic

banking products to conventional banking products.

Table 4.9: Respondents views

Status

No of respondents

Percentage

Competitive

35

70

30



Non competitive

15

30

Total

50

100

Source: Researchers analylis , 2012

From the above table it shows that out of 50 respondents 35(70%) agrees that islamic
banking products are competitive to conventional banking products, while 15(30%)
agrees that islamic banking products are not so competitive to conventional banking

products.

Figure 4.9 Islamic banking products competitiveness

Products competitiveness
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4.8 Islamic Banking preferences towards religion and profit

Respondents views on preferences towards religion and profit were as follows

Table 4.10: Respondents(Stuffs) views

Status

No of respondents

Percentage

Equal

15

83.33

31




Not equal 3 16.67
Total 18 100

Source: Researchers analylis , 2012

From the above table, out of 18 stuffs who were interviewed by the reseacher,
15(83.33%) agreed that islamic banking preferences towards religion and profit are
equal, while 3(16.67%) out of 18 said that their preferences towards religion and profit

are not equal.

Figure 4.10 Bank’s preference towards religion and profit

Banks preferences
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CHAPTER FIVE

DISCUSSION OF THE STUDY FINDINGS
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5.1 Introduction

Islamic Banking is simply banking with Shariah (Islamic Sacred Law) in mind. Under
Islamic banking, products and governing contracts are structured with strict
observance of the principles derived from Islamic Law on business transaction (Figh
Muamalat). These principles of sharing profit and loss, Principle of interest free
arrangement, Principle of ethical business investment, and Principle of no
speculations. It is only under Islamic banking where one will find interest based
banking relationship and principle of justice and fair dealing is held with sincerity and
utmost commitment. This system is now gaining a global popularity although
historically it is not a new system. Islamic financial institutions are becoming popular
even more (Aikaeli 2008).

The system has been growing rapidly in developing and developed countries in recent
years. The strong growth is likely to continue in the coming years despite the recent
financial crisis. Despite Amana Bank which is the first fully Sharia compliant bank in
Tanzania, The National Bank of Commerce (NBC) and KCB Bank Tanzania have
also launched Islamic banking services to meet market needs. This system aims at
ensuring that banking services and products appeal to all customers regardless of their
belief system or background. Under Islamic banking, products and governing contracts
are structured with strict observance of Islamic law on just and fair business

transactions.

It is operated free of interest and any ambiguity under the principle of profit-risk-
sharing. Business transactions under Islamic finance require underlying genuine trade
and assets.

Many banks across the world are now changing from conventional to Islamic banking
although some are introducing islamic services in partly. Tanzania is part of this
change to do the same. There is need to raise public awareness on this banking system

and how to utilise it.

This comparative study on customers and service providers preference towards Islamic

Banking to selected banks in Dar es Salaam was conducted at KCB Bank, Amana
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Bank and partially in NBC bank. Data were gathered from the respective sample
population which included Customers, employees and management staffs. In this
chapter therefore findings are presented to indicate what exactly these banks and
customers prefer so as to make use of the Islamic Banking System. The results of the
study suggest that both banks have to adapt quickly to changing market conditions, in
order to compete with public, private/foreign banks. This is particularly due to the wide
difference in their credit policy, customer service, ease of access and adoption of their

services in their banking system.

5.2 Implication of the Objective to the Study Findings

The findings of this study have managed to respond to every objective which the study
has planned to accomplish. It is on this respect that the researcher has decided to group
the findings in a way which indicate how each objective was accomplished by
considering the responses from all the three sample groups of Customers, Employees

and Management.

On an overall view the findings indicates that banks have started to realize the
importance of Islamic Banking as one of the product which helps to increase their
profitability. KCB is not one of the founder banks in Tanzania to adopt this product,
but Amana Bank and National Bank of Commerce adopted Islamic Banking system
earlier in 2000’s than others. This indicates that the product keeps on gaining
popularity and the findings from these banks grinds this facts as it appears in the

following evidence.

Therefore this chapter contains analysis and discussion of the research findings. The
analysis and discussion relate to the purpose of the study as well as the research
findings. The researcher’s point of view and comments are also given. This study
revealed that generally there seems to be lack of awareness on Islamic banking
services, also employees are less trained and have little experience and as well have
less qualifications on issues of Islamic banking services. On top of that, the results also
show that, customer’s preferences towards Islamic banking lies mostly in their

religious beliefs rather than profit gained in the services provided. Nevertheless,
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services provider’s orientation towards Islamic banking seem to be based on both

religious belief as well as profit making.

However, there is no significant difference between Islamic banking services and
conventional banking services so long as they both work for profit, even though

Islamic banking services operates uder the rules of Sharia.

5.3  Findings from the research objectives

Research objective one: To examine the customer’s preferences towards religion in
reference to use of Islamic banking.

The researcher aimed to find out customer’s preferences towards religion in reference

to use of Islamic banking.

5.4.1 Customer’s preferences towards religion in reference to use of Islamic

banking among NBC, KCB and Amana Bank.

Findings have showed that most respondents agree that their preferences towards
Islamic banking is influenced by religion. Therefore it is clearly showing that majority
customer’s orientation lies on their religious beliefs rather than other factors. These
results are as well related to ( Amana Banks, 2011) which comment that generally, the
Islamic Bank benefit the users by having Sharia Compliant Banking products and
services; these benefits include lawful profits for deposits as a result of halal

investments as well as lawful channels and structures of different business deals.

Moreover, the users will have the peace of mind dealing with the bank that follows full
Shariah principles, avoid unethical and anti-social practices. These results also
corresponds with (Hunt (1978) who studied about customer’s satisfaction and

dissatisfaction upon the need to use Islamic banking services.

Customers agreed that some of them prefer Islamic banking due to religious beliefs

since there will be no interest as interest is contrary to Islamic principles. However for
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the Muslims, they are very greatful for these banks because for years they have been
living against Allah for they were forced to enter into secular banking systems (Ayub,
(2002).

They also believe that all investments made under Islamic Banking are never
associated with any of the traditional ‘sin’ industries, such as alcohol, tobacco,
gambling or pornography; as a result the product stands on an individual’s faith,
ensuring not only financial security but also moral and mental satisfaction (Oliver
(1997).

Thus, quantitative approach reveals that the preference for Islamic banking attributes
is a combination of the quality of services offered by the Islamic banks, as well as the
convenience associated with it. On the other hand, the qualitative approach revealed
that choosing Islamic banks was mainly due to the religious motivation of the

customers.

5.5. Findings from research objective two.
Objective two: To examine costomer’s preferences towards profit on Islamic banking.
The researcher aimed to examine the customer’s preferences towards profit on Islamic

banking.

5.5.1 Customer’s preferences towards profit on Islamic banking

Respondents at NBC Bank as well prefer various accounts like the Cheque Account
and Saving Account with an embedded Death Benefit that is built around the Shariah
Laws which govern the way in which Muslims live their lives and conduct their daily
business including their financial affairs( Walid, Mohamed & Omar 2010). And also
the service will be managed in line with the clear guidelines Shari’ah lays down for
the management of money, one of these guidelines being the absence of interest on
current and savings accounts. The Shariah Law forbids the earning of interest. Funds
deposited in the accounts will be invested in businesses that are approved under

Shariah Law.
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However respondents said that they benefit from various accounts that are provided
under Islamic banking which are riba free as shown in table 4.7. For example at Amana
Bank there are Personal servings accounts which are completely riba free account
product aimed at unabling customers to safely keep their funds. Also the Hajj savings
account which is a special product aiming to promote the fifth pillar of islam and is
first of its kind in Tanzania Islamic banking market. This account promotes a saving
culture among muslim Tanzania so as to fulfill one of the most important pillars of
islam in their lifetime. Nevertheless this is the most popular account that muslim

clients prefer.

However respondents agreed that Biashara current account at Amana Bank is a special
account designed to meet the needs of small and medium entreprices (SME). Biashara
curret account enables them to run their accounts through the use of cheque book in

daily business transactions. It is safe as well as convenient.

Nevertheless customers benefits from amana account in Amana Bank. Easy to open
and to operate, Attractive profits from savings, Twenty four seven access to your
money through umoja switch, Free annual bank statements , Unlimited teller
transactions, Free cash transfer within the bank, Low maintanance charges, No hidden
costs and also customers gains peace of mind in placing funds with the bank that uses
it for halal transactions. ( Amana documents)

However it was possible to access how Islamic Financial Institutions was viewed with
respect to how satisfied customers were with the services that they have provided.
Furthermore it show that Reliability is perceived as the most important attributes in
choosing the Islamic Financial Institutions followed by assurances and tangibles. The

least important attributes are empathy, responsiveness and compliance, respectively.
In terms of the overall impression it is interesting to note that compliance is one of the

most significant attributes that contribute to the criteria for choosing Islamic product

and services in the market.
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However, reliability is another aspect that customers prefer towards Islamic banking
services., tangibles, responsiveness, assurance and empathy are as well important in

islamic banking.

This study supports the research done by Othman and Owen (2001) based on the fact
that compliance to Islamic principles is perceived as the most significant criteria. It is
interesting to note that in general customers prefer to deal with islamic banks as it

suits with their religious’ values and principles.

The study also revealed that choices of these financial providers do not much
correspond with their products which “offered free interest loan” as the mean observed

in this study is the lowest.

Nevertheless, in order to compare the service quality between the full-pledged islamic
banks and the conventional banks offering Islamic products and services, it shows that
the relative importance of each selection criteria as adopted by (Othman and Owen,
2001) are differ from one bank to another depending on the type of institution (fully

pledged Islamic bank or conventional bank offers Islamic window).

Besides, Banks that are fully Sharia compliant like Amana Bank, It is not surprising
that it is expected to perform and operating fully under Islamic principles. However,
as for assurance, it has been implied that employees have less knowledge and the
courtesy of their ability to convey trust and confidence. This indicates that least
attention is given by the bank as to ensure that their customers are satisfied with the
services provided. As for other attributes such as Assurance, Reliability, Empathy and

Responsiveness, the banks are the top provider.

This indicates that banks have been doing very well in order to satisfy its customers.
The results may also suggest that consumer have a strong satisfaction level towards
the conventional bank. Perhaps, this is because customers perceive that the
conventional banks offer better services particularly in terms of quality. This can also

be witnessed through banks offering Islamic window, yet it has been services knowing
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that consumer will still go to their bank because of the important factor that consumer
are looking at especially the Muslims, and it would be that the bank must fully adhere

to the Islamic principles.

5.6 Findings from research objective three.

Research objective three: To examine the service provider’s orientation towards
religion while delivering Islamic banking services.

In this part the researcher aimed to find out the service provider’s orientation towards

religion while delivering Islamic banking services.

5.6.1 Service provider’s orientation towards religion.

The objective of Islamic Banking is not only to earn profit, but to do good and bring
welfare to the people, Islam upholds the concept that money, income and property
belong to Allah and this wealth is to be used for the good of the society( Saeed, 1996)
Therefore Islamic Banking works with no interest, but trading with profit. Islamic
banks are not different from other financial institutions in terms of their legal
modalities, constitutive structures, objectives and means of achieving those objectives.
The only difference lies in their description as Islamic. The Islamic banks have
enjoined on themselves to conduct their affairs within the limit of the rulings of
Shari’ah and to comply with its overall objectives.

In all Banks the respondents agreed that Islamic banking is just like regular banking
only with no interest what so ever. The interest in Islam is called "Riba" (Usury). Riba

or Usury which is strictly forbidden in Islam because it is unfair.

The introduction of Islamic Banking in the Tanzanian market is aimed at ensuring that
Banks offer products that appeal to all Tanzanians regardless of their faith or
background. For example; The concept of NBC’s Islamic Banking - which offers the
options of the Cheque Account and Saving Account with an embedded Death Benefit
- is built around the Shariah Laws which govern the way in which Muslims live their

lives and conduct their daily business including their financial affairs.
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The Shariah Law forbids the earning of interest. Funds deposited in the accounts will
be invested in businesses that are approved under Shariah Law. “Though this service
will mostly appeal to our Muslim clientele, it is completely open to everyone
regardless of their faith” (NBC’s Managing Director Mr. Christo De Vries during an
editor’s brief held at the Kilimanjaro Kempinski Hotel in Dar es Salaam) Islamic
Banking services will be available to all who choose an alternative to conventional
banking, “Muslims and non-Muslims globally are choosing to make use of Islamic
Banking.

It is a service that gives them the assurance that their money will be invested well. This
service is part of NBC’s business banking strategy, to provide innovative products to

meet the needs of the market.

Moreover, unveiling the new accounts at the special Iftar courtesy organised by the
bank in Dar es Salaam, the NBC managing director Lawrence Mafuru said the bank
has listened to long-time cry by the Islamic society for such a special window for their
business.“NBC, since its inception in 1967, understands the presence of Shariah and
people who like to abide by it.

He said “We might have been a hindrance to them, but we are now starting afresh by
launching Corporate Islamic Current Account.” He adds by saying that “In this service,
those who like to follow Islamic banking rules will enjoy our services in both foreign
and local currency...There will be no interest as the interest was a cry for Islamic

society for years now,” said Mr Mafuru.( NBC Website)

However bank’s decision to launch the accounts saying Muslims in Tanzania were for
years living against Allah for they were forced to enter into secular banking systems.
The NBC decision is the best one as it will let Muslims in Tanzania live according to
their religion ethics...I urge the bank to spread the service all over the country to serve

Muslims and non-Muslims effectively.

Beside the Islamic law prohibits the payment or acceptance of specific interest or fees

for loans of money. Mafuru urged Muslims to use this Holy Month of Ramadhan to
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pray for the country as it was passing through challenges and different socio-economic
hardships.However, Mafuru said those new products, apart from being operated by
Shariah, they also following Tanzanian banking regulations of Bank of Tanzania
(BoT). This shows how much service provider’s care for their customers as well on

regarding their religious beliefs in their financial management as well.

However at Amana Bank deposits and earn halal flexible returns from customers
deposits . the funds will be used in lawfull and profitable investiments (assets) to earn
profit and share with our valued customers based on the agreed predetermined

weightages (profit sharing ratio) declared at the start of every month

Therefore Banks conduct Islamic banking for profit and spiritual purpose as well. For
instance KCB Bank agreed that there are three motives that drove their intention to
establish Islamic banking. First, to serve the under served market particulary Muslims
with excellent banking products and services that comply with the Islamic Faith.
Second, to prove to the market that their core value of ‘ready to change’ is not in
papers, it is what they believe in. Third, to be part of an expanding network of banks

that practice Islamic banking, winning the trust of their customers. (KCB Bank 2011).

Besides, as long as service provider’s operates their business transactions in accordace

to the rules of Sharia, they usually gain profit in either of the following ways;

e In an Islamic mortgage transaction, instead of loaning the buyer money to
purchase the item, a bank might buy the item itself from the seller, and re-sell
it to the buyer at a profit, while allowing the buyer to pay the bank in
installments. However, the bank's profit cannot be made explicit and therefore

there are no additional penalties for late payment.

e In order to protect itself against default, the bank asks for strict collateral. The
goods or land is registered to the name of the buyer from the start of the
transaction. This arrangement is called Murabaha. Another approach is Eljara

WA Elqtina, which is similar to real estate leasing. Islamic banks handle loans

41



for vehicles in a similar way (selling the vehicle at a higher-than-market price
to the debtor and then retaining ownership of the vehicle until the loan is fully

paid.) (Customers’ Banking Requirements- Paper)

An innovative approach applied by some banks for home loans, called
Musharaka al-Mutanagisa, allows for a floating rate in the form of rental. The
bank and borrower form a partnership entity, both providing capital at an
agreed percentage to purchase the property. The partnership entity then rents
out the property to the borrower and charges rent. The bank and the borrower
will then share the proceeds from this rent based on the current equity share of
the partnership. At the same time, the borrower in the partnership entity also
buys the bank's share of the property at agreed installments until the full equity
is transferred to the borrower and the partnership is ended. (Khan, S. R. (1987).
If default occurs, both the bank and the borrower receive a proportion of the
proceeds from the sale of the property based on each party's current equity.
This method allows for floating rates according to the current market rate such

as the Base Lending Rate, especially in a dual-banking system like in Malaysia.

There are several other approaches used in business transactions. Islamic banks
lend their money to companies by issuing floating rate interest loans. The
floating rate of interest is pegged to the company's individual rate of return.
Thus the bank's profit on the loan is equal to a certain percentage of the
company's profits. Once the principal amount of the loan is repaid, the profit-
sharing arrangement is concluded. This practice is called Musharaka. (Khan,
S. R. (1987).

Further, Mudaraba is venture capital funding of an entrepreneur who provides
labor while financing is provided by the bank so that both profit and risk are
shared. Such participatory arrangements between capital and labor reflect the

Islamic view that the borrower must not bear all the risk/cost of a failure,
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resulting in a balanced distribution of income and not allowing lender to

monopolize the economy.

5.7 Findings from research objective four

Research objective four: To examine the service provider’s orientation towards profit
while delivering Islamic banking services.

The researcher aimed at examining service provider’s orientation towards profit while

delivering Islamic banking services.

5.7.1 Service provider’s orientation towards profit

From the above table, out of 18 stuffs who were interviewed by the reseacher,
15(83.33%) agreed that islamic banking preferences towards religion and profit are
equal, while 3(16.66%) out of 18 said that their preferences towards religion and profit

is not equal.

An Islamic Bank is committed to do away with disparity and establish justice in the
economy, trade, commerce and industry; build socio-economic infrastructure and
create employment opportunities. (Munawar 2000)

According to Islamic faith, Islamic Banks operate on Islamic principles of profit and
loss sharing and other approved modes of Investment. It strictly avoids interest which
is the root of all exploitation and is responsible for large scale inflation and

unemployment.

Islamic banking can be based on profit oriented. However profit orientation must be
based on objectves of the shariah which is based on preserving the public interest and

preventing harm-

Bank is Institution that deals in money and its substitutes and provides other financial
services. Banks accept deposits and make loans and derive a profit from the difference
in the interest paid to lenders (depositors) and charged to borrowers, respectively. They

also profit from fees charged for services.
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The three major classes of banks are commercial banks, investment banks, and central
banks. Banking depends entirely on public confidence in the system's soundness; no
bank could pay all its depositors should they simultaneously demand cash,as may
happen in a panic. A bank is a financial institution and a financial intermediary that
accepts deposits and channels those deposits into lending activities, either directly by

loaning or indirectly through capital markets.

A bank is the connection between customers that have capital deficits and customers
with capital surpluses. Further studies related to Islamic banking adoption also affirm
that the selection of Islamic banks appears to be predominantly a combination of
Islamic and financial reputation and quality service offered by the banks, whilst other
factors such as good social responsibility practices, convenience and product pricing
are also considered to be important (Abbas et al, 2003; Asyraf & Nurdianawati, 2006).
Asyraf and Nurdianawati (2006), also critiqued the earlier studies stating that Islamic
banking activities should no longer be regarded as a mere initiative striving only to
fulfill the religious obligations, but more significantly as an innovation that is

ineluctably in need for winning over customers.

Therefore it must be realized that maximization of profit is the objective of the highest
priority for all investment institutions crated by private individuals. Consequently, all
private-sector financing institutions have one fundamental objective: to make as much

profit as they can.

5.7  Findings from research objective five

Research objective five: To suggest informations partaining the use of Islamic banking
Services.

Here the researcher aimed at providing the advantages of Islamic banking to
conventional banking, as well as the challenges facing Islamic banking as the study is

concerned.
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5.8.1 Advantage of Islamic Banking to conventional banking.

One of the unique and salient characteristics of Islamic banks is that the integration of
ethical and moral values with its banking operation. The ethical and moral
consideration of Islamic banks cannot be detached and their behavior should be

consistent with the moral and ethical standards laid down by the islamic shariah.

In contrast with conventional banks, Islamic banks do not consider only the credit
worthiness and interest rate as standards; instead they must apply Islamic moral/ethical
criteria in their provision of financing. This adds another merit for Islamic banks since
there is a beneficial impact on the productivity in the economy as it reduces the social

and economic cost of such harmful products and activities.

Unlike the conventional banks, the financing of Islamic banks are restricted to useful
goods and services and refrain from financing alcoholic beverages and tobacco or
morally unacceptable services such as casinos and pornography, irrespective of
whether or not such goods and services are legal or not in a given country.
Thus in Islamic banking industry, each bank will attempt to out-perform other banks
if it wants to attract funds from investors. And the ultimate result is that a high return
on investments for the investors, which is unlikely in a conventional bank where it

deals with their depositors on a pre-determined fixed interest rate.

Furthermore Islamic banks eliminate the barrier between those who save and those
who invest, and bring them closer to the real market. The nature of the financial
intermediation of Islamic banks significantly defers from conventional banks and it is

in harmony with real market and developmental changes in it.
Islamic banking is a complete solution to economic and to some extent social needs

of everyone from House building to education in addition to conventional help in

commerce, business and industry.
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However more opportunities now lie in Islamic banking as it has been accepted
worldwide to international agencies, multinational corporations, and non-Muslim

governments.

Reaching the unbanked segment; all Muslims sects and ethical investors (locally and
internationally) can equally be reached and participate in the banking system
New markets shall emerge with growth of Islamic banking, i.e Islamic mortgage,

Islamic insurance, new investment projects etc.

In regions were Muslims are minority, like Kilimanjaro (around 10% of population?)
Islamic banking will enjoy the benefit of niche marketing and if properly targeted will

obtain better results.

5.8.2 Challenges facing Islamic Banking in NBC,KCB and Amana Bank.

5.8.2.1 Introduction:

In the course of its business growth, islamic banking in Tanzania is expected to face a
number of challenges in its verge of utilizing the system. Among other challenges there
are business challenges, operational challenges, legal and regulatory challenges w hich
is the characteristic of lending products in the market through Shariah compliant
instruments like Murabah (cost plus profit sale), Bai Bithamanin ajil (Spot delivery
with the future payments), Bai Salaam and Istisnaa(advance payment with the future
delivery of goods), Musharaka. (Partnership/joint Venture), Diminishing Musharaka,
Mudaraba (passive partnership), ljara (leasing), ljara wa Igtina(lease to purchase),
Qard Hasaan(Benovelent loans), Sukuk (trust certificates), Equity participation in
form of shares of corporate entity among others. However these challenges can be
overcomed as days goesby. However by complying to the rquirements of Sharia,

Islamic Banking deliver by hundred per cent spiritual benefit and Sharia compliant.
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The following are some of the challenges facing Islamic banking that the respondents

mentioned;

5.8.2.2 Legal Support

Islamic law offers its own framework for execution of commercial and financial
contracts and transactions. Nevertheless, commercial banking and company laws
appropriate for implementation of Islamic banking and financial contracts do not exist.
Islamic banking contracts are treated as buying and selling properties and hence are

taxed twice.

5.8.2.3 Teaching training research and development

There is serious shortage of scholars who posses working knowlegde of islamic
banking. Employees are not well trained in the use of islamic modes of finance.
Unfortunately very little effort has been made to meet these challenges.

However in the area of teaching, no teaching programms have been initiated to produce
graduates with the dual specialization. This may also be comfirmed by the fact that the
islamic banks have not been able to find a reasonable number of suitable managers of
graduates of thos universities nor could anyone of them find a place in the shariah

board of any Islamic bank

In the area of research, the islamic banks, neither individual nor as a group spend much
amount of research and development. Some islamic banks have small units for
research but very little of this reseacrh activities is design for product management. It
is therefore not surprising that the Islamic banking industry has not been able to

produce enough new financial products.

5.8.2.4 Competition

So far islamic banks had a fairly degree of monopoly over the financal resources of
islamically motivated clients. But this situation is changing fast. Islamic banks are
now facing ever increasing competition. An important development in Islamic banking

in the last few years has been the entry of some conventional banks in the market.
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The convectional banks particularly have a large advantage over islamic banks in terms
of their size, experience, market coverage and long standing in the industry. This
exposes the islamic banks to an intense competition. Therefore the survival of islamic

banks depends on the ability to increase efficiency and perfomance.

Although it is possible to know how many conventional banks in Tanzania practice
Islamic banking techniques , even a random selected short list may contain some of
the giant.

In addition to these in many Muslim countries several commercial banks are offering

islamic banking service.

5.8.2.5 Globalization
The competition from conventional banks is expected to increase further in the near
future due to globalisation. Liberalization of the world market are rapidly converging

into a single market place.

This posses opportunities as well as challenges for islamic banks. On one hand it will
allow more portfolio diversification and hence reduce the risk in profit sharing mode.
This will open up opportunies for islamic banks maybe allowed to open more and more

branches in non muslim countries.

5.8.2.6 Islamic prudential regulations

Supervision of Islamic banks is equally important. At present, lack of effective
prudential regulation is one of the weaknesses of the Islamic banking industry. For
instance, leasing prudential regulations are applied to ljara where the nature of both is
different, such as taking advances. The bank is the owner in ljara; so taking advances
will render the contract of Ijara for conversion into Musharakah whereas the rules of

ljara are applied to it, which is illegal.
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5.8.2.7 Risks

The nature of risk in Islamic banking is different from those of conventional banking
and therefore some special prudential, accounting and auditing standards should be
applied to them.

5.28.2.8 Shariah based product
These financial institutions offer the same basic products, (90 per cent Murabaha and
ljarah) but the problem is that each institution has its own group of Islamic scholars on

the Shariah board to approve the product.

5.8.2.9 Nature of Islamic banking

Islamic banks are offering only Murabaha and ljarah while leaving the core and
difference making Islamic financial instruments such as Musharakah and Murabah. It
is necessary to enhance and facilitate the implementation of real Islamic banking

activities i.e. promoting risk sharing

5.8.2.10 Some other Sharia issues

Because of religion dimension of Islamic banking and finance, no new product can be
adopted unti it is cleared with sharia scholars. Even when a new product has been put
into use shariah auditing of the operation of financial institutions is very important to
ensure that the actual practice complies with the requirement of Shariah. This is
important not only for religious reason but also for purely business consideration
because the clients of islamic banks will not have confidence in their operations unless

Shariah scholars clear their activities.
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CHAPTER SIX

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

6.0 Introduction

In the analysis of the findings, the study has managed to answer the questions which
were the corner stone of the research objectives. The study has managed to observe
what exactly customers and service provider’s prefer towards Islamic Banking services
drawing reference from KCB Bank, Amana Bank and NBC Bank. It was evident that
the respondents were aware about the product even though some of them did not know
the products in details rather than just few services they individually prefered.
However the study has revealed some services which are offered under Islamic
Banking system and has shown some challenges that are mainly facing these banks.
The findings have as well explained advantages of Islamic Banking services and the

benefits of Islamic banking services to the customers and service providers at large.

6.1 Summary of the Study

This study managed to point out some of the significant issues and challenges that
Islamic banking face and the prospects for Islamic banking. But in addition the study
also provides some customer’s and service provider’s orientaion on Islamic Banking
system. The results of this study will benefit Islamic banking organizations,
management, staffs of those banks, the regulators dealing with that system and
customers of Islamic banking products. The regulator has to rigorously look into ways
to streamline the problems facing Islamic banking. This research also provides some
insights on the prospects of Islamic banking in Tanzania and how it is performing in

meeting the objectives to make Tanzania an Islamic hub.

6.2  Summary of the study findings
This study aimed at making a comparative study on customers and service providers
oriantation towards Islamic Banking in Tanzania on selected banks. The sample

population chosen was KCB Bank, NBC Bank and Amana Bank and the sample size
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included 90 respondents who constituted of the customers and employees. The
findings have indicated many Banks has adopted the system as a new product in their

operations, although at Amana Bank it is fully Sharia compliant.

In tanzania there is great demand that drives changes in the field, not for the benefit of
the few but the whole community spiritually and materially. With an axample of the
bank like KCBT which launched first of its kind Amana banking products in Tanzania
market. This launch brought new banking experience though limited service was on
offer. With the launch of Amana Bank and NBC Bank Tanzania must now try islamic

banking without fear or prejudice.

The study has also revealed that a good number of both bank employees and the
customers are aware of the Islamic banking services. However the findings have
indicated that banks are facing a number of challenges in ensuring that they properly
adhere to the rules required in delivering services under Islamic Banking system.

One of the biggest challenges is on the education to the subscribers of the service
because it was found that even some of the Muslims were subscribing to other type of
non-Islamic services and ignore the use of the Islamic banking system which in context
is cheap. The other challenge was associated with the training of staffs which

sometimes are non-Muslims in order to ensure quality delivery of the service.

KCB Bank, NBC Bank and Amana Bank and especially the managers have advised
other banks to adopt this product to their services because according to them it helps
to increase profitability. They also insisted that Islamic Banking system is another new
way of ensuring customer retention. In general findings have indicated that there is
increase in the use of Islamic Banking services as well as increase in the customers’

awareness about the product.

6.3 Conclusion
The descriptive findings reveal that the establishment of Islamic banks is associated

with the Islamic revolution and the escalating awareness of Muslim society in
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embracing Islam as its way of life, in the fields of finance and banking as well as in
other aspects. It is only this way because in Islamic laws giving and receiving interest
is considered Haram or Unlawful. So, Islamic banking practices were started to
provide banking services to customers following the Islamic faith so that they can take

up banking without offending their religious sentiments.

Therefore, it should be borne in mind that although the emergence of Islamic banking
was in response to the market needs of Muslims, these banks are not religious

institutions, as they provide banking services for non-Muslim customers as well.

Further proof of the viability of Islamic banking is the fact that many conventional
banks, including some major multinational Western banks, have also started using
Islamic banking techniques. Malaysia is among the countries that have chosen to

operate Islamic banking alongside the conventional system.

However since maximization of profit is the highest priority for all investment
institutions as they have one fundamental objective of making as much profit as they
can, with Islamic Banking, service providers are making sure that not only they are
ensuring financial security but they also ensure moral and mental satisfaction of their

customers, as a result the product stands on an individual’s faith.

Nevertheless, findings reveal that there is great improvement in the delivery of Islamic
Banking services. From the time these services were introduced in Tanzania in 2004
by Amana Bank, there were lots of setbacks and challenges both at the strategic

managerial level and at the operational level.

This has helped to clear the path for new banks which decide to adopt the services
into their list of products as it is the case for KCB and NBC. However said that use of
the Islamic banking services adds profitability to the bank, still are many challenges
associated with its establishment. Although there are claims that Muslims population
is bigger than the Christian population. History indicates that where Islamic banks

have been operating for a long time, they have relatively become profitable, less risky
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and more efficient than other banks. This shows that there is brighter future for KCB,

NBC, Amana Bank and any other which shall decide to adopt this system of banking.

Therefore the researchers feel that in order for the full-pledged Islamic banks to sustain
their market positioning, they need to really ensure their service quality as this will

entail customer satisfaction and ultimately customer loyalty.

They need to remain competitive especially with their international counterparts by
offering good quality products and services as well as not just only rely on their

“Islamic” image and reputation to draw customers (Muslims and non-Muslims).

6.4  Recommendations
Below are some of the recommendations from the above findings.
Whatever strategic positioning an Islamic bank chooses, it will typically need to seek

greater efficiency across the value chain.

As with other conventional banks, key areas include sales effectiveness, operational
efficiency, and performance management (Kotler, P. (1997). These are some factors

that would improve productivity of the bank with islamic banking system.

Customer focus. For banks to increase their share of wallet, customer satisfaction is
key, yet studies show that banks generally do not seem to consider customer
satisfaction a priority (Zeithaml 2000). Based on this research, there are three main

areas for improving customer focus.

° Staff.
Sales people should be often prepared and have little understanding of the products
they are selling. Thus, there is a need to improve responsiveness, as customers do not

receive a callback within the promised time, if at all.
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. Information.
Customer’s should receive important information about a product before purchase for
example, discovering extra charges after a sale, it typically results in severe, lasting

damage to brand loyalty. Therefore prior information on products is very important.

. Touch points.

Customers should atleast have call-center or website service options and are
repeatedly referred from one department to another.

Therefore improving customer service begins with a framework in which the brand
promise is aligned with every aspect of the organization and its people, culture,

performance metrics, processes and infrastructure.

Nevertheless as competition intensifies, it is imperative for Islamic banks to adopt a
more sophisticated, customer sales approach. A reorganization of the sales force from
a product focus to a customer focus, improvement of sales techniques and skills, and
installing an improved multi channel offering through channel cooperation and
organizational integration will keep costs down and promote customer satisfaction.

Maintaining a single view of the customer across all channels is significant.

Operational efficiency.

Many banks processes are still manual,they involve a multitude of documents and
layers upon layers of decision makers. This can be particularly cumbersome in Islamic
banking as an asset transfer is often involved. Therefore redesigned processes can yield

significant efficiency improvements in a certain level.

Performance management.

Monitoring and properly rewarding high achievers is key to improving performance
levels. Rewards can be awarded so as to ensure that hard-won improvement. Banks
must device a means of advertising and marketing Islamic Banking services so that

more subscribers are attracted to use this service.
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The bank employees are more optimistic than their counterparts. Based on the
undesirable outcome in terms of the level of knowledge of employees in the Islamic
banking field, it is recommended that the banks’ management take greater initiative in
providing their employees with sufficient knowledge of and exposure to rules of the

Shariah and the principles governing Islamic banking in particular.

Also Banks management must be considerably proactive in organizing seminars and
workshops to expose their employees to innovations in Islamic banking products and
services. The government must ensure that it introduce policies on Islamic banking so

as to encourage many banks to use this service.

Islamic banking may play an active role through their welfare-oriented activities to
create job opportunities for those unemployed graduates. As the issue of

unemployment are considered to be the major issues of the third world countries.

The fact that Islamic Banking has more advantages to the customers; it is the
responsibility of the government to ensure that rules governing the operations of such

kind of bank ensure customer security.

However, the concerns from the customers that Islamic Banking should be integrated
as normal services of the bank shall increase the number of subscribers and at the same

time it will be used as a means to market the product itself.

The bank must invest in its staffs so as to ensure that every employee is familiar with
the product. This follows claims from other customers that there are no enough
attendants in the unit because they are only few attendants who are aware of the

product.

The banks must device a means of advertising and marketing Islamic Banking services

so that more subscribers are attracted to use this service. The fact that subscribers are
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Muslims then it is important to ensure proper integration with the Muslim society and

authorities to penetrate education to the customers.

The bank employees are more optimistic than their counterparts. Based on the
undesirable outcome in terms of the level of knowledge of employees in the Islamic
banking field, it is recommended that the banks’ management take greater initiative in
providing their employees with sufficient knowledge of and exposure to rules of the
Shariah and the principles governing Islamic banking in particular. This is to ensure
that the employees are well equipped with knowledge to handle their customers and to

perform their duties.

Hence, moving forward, bank management must be considerably proactive in
organizing seminars and workshops to expose their employees to innovations in
Islamic banking products and services, and to equip them well so that they can face
the challenges and meet the objectives of the Tanzania government in positioning

Tanzania as an Islamic financial hub in the region.

The issue of poverty and unemployment are considered the major issues of the third
world countries. Being one of the poorest country in the world and having limited job
opportunities in the country a large number of university graduates in Tanzania are
unemployed. Islamic banking may play an active role through their welfare-oriented

activities to create job opportunities for those unemployed graduates.

The government must ensure that it introduce policies on Islamic banking so as to
encourage many banks to use this service. The fact that Islamic Banking has more
advantages to the customers; it is the responsibility of the government to ensure that
rules governing the operations of such kind of bank ensure customer security.

It is a fact that many Islamic banks are competing head-on against their conventional
peers. However, not all may realize that a head-on strategy has fundamentally different
implications than a strategy of exploiting the Islamic banking niche. Competing

against conventional banks means attracting customers who place less importance on
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Sharia compliance in their financial dealings, and more importance on competitive

products and efficient services vis-a-vis the banking market at large

6.5 Moment of truth

It is now a fact that consumers of all products and services tend to become more
demanding due to the current market place that are becoming more competitive. As a
result, there is a continuous increase in customer expectations and customers’
successive demands within the improvement of the quality of service (Parasuraman et.
al., 1988).

Thus, service organizations should always be able to meet the needs and demands of
those sophisticated customers effectively and efficiently in order to retain them, as
loyal customers tend to spend more, purchase more and act as enthusiastic advocates

for the organizations (Harris & Goode, 2004).

In addition, it can generate positive returns to the firm such as increased sales and
lower costs as to attract new customers (Griffin, 1995) as well as more predictable
profit flow (Meidan, 1996; Ostrowski, O'Brien, & Gordon, 1993), and determines
price indifference, favorable wordof mouth communication, customer referrals and

resistance to competition (Barnes & Howlett, 1998).

Eventually, oneof the strategies that would enhance customer loyalty is through
service quality and it has been related to success inservice organizations (Wong &
Sohal, 2003) including Islamic banks, which will be a significant indicator
todifferentiate an organization among the rest of the competitors (Parasuraman et al.,
1988).

Therefore, Islamic banking can no longer regarded as a business organization which is
established to fulfill religious duties but what is more important, to be as competitive
as possible side by side with the conventional system in alluring more customers and

retain them. Inevitably, Islamic banks need to really understand the perceptions of their
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customers towards their business operations particularly their quality of service

rendered to increase customer satisfaction and ultimately their loyalty

6.6 Scope for future work
The study was conducted only in three branches being NBC, KCB and Amana bank
with a sample of 50 respondents, 32 being customer’s and 18 bank officers. Therefore

findings cannot be generalized to reflect the situation in Tanzania.

For this reason, the same type of study could be conducted in other regions and
sampling several customer’s and service provider’s so as to get conclusive results that

would be of big effect to the community at large.

However parties must look into the issues of Islamic banking and take corrective
actions to be prepared for the challenges ahead so as to make as much profit as possible
in consideration of its true objective of making a full mutual satisfaction between its

customers and themselves spiritually and materially.

Growth over the past several years continues to generate optimism for the future of
Islamic banking. But as competition ramps up, and early warning signs show growth
slowing down, Islamic financial institutions have plenty of work to do. Whether the
strategy is to focus on niche positioning, compete with conventional banks head-on,

greater efficiency across the value chain.
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Islamic banks that take the time now to consider strategic choices and address
operational fundamentals will be in a stronger position to capture untapped market

opportunities and master the changing dynamics of their industry.
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APPENDECES

Appendix A: Questionnaires

CUSTOMER QUESTIONNAIRES

PERSONAL DETAILS
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1. How long have you been with this Bank? Please tick on the correct answer.
Q) Less than 1 year ( )

(i)  2-3years ( )

(i) 4 and above ()

2. What do you know about Islamic Banking? Please Explain

3. Which Religion are you? Please tick on the correct answer.

Q) Christian ( )
(i)  Muslim ( )
(ilf)  Hindus ()
(iv)  Non-religious ( )

4. Do you benefit from Islamic banking services which your Bank offers to you?
Please tick on the correct answer.
() Yes ()
(ii) No ()
(i) If yes, how often?
Very often ( ), Quite often( ), Often( ) Notoften( )
5. How does Islamic banking respond to customer suggestion?
Q) Very satisfactory ()
(i) Fairly satisfactory ( )
(iii)  Satisfactory ( )
(iv) Not satisfactory ( )
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6. What exactly made you to join Islamic Banking system?
0] Religious belief ( )

(i)  Profit( )

(iii)  Others ()

EMPLOYEES QUESTIONNAIRES

PERSONAL DETAILS
Age; Please tick;
(i) 20-30 ()
(i)  31-40()

69



(iii)  41-50 ()
(iv) 50+ ()

Marital Status; Please tick; Married ( ) Single ( )

What is your level of education? (Please Tick whichever is appropriate)
0] High learning/university level ( )

(i)  Diploma level ()

(iii) ~ Secondary high level ( )

(iv)  Secondary level ( )

(V) Primary ( )

(vi)  Other ()

Title/Position/designation at the Bank............c.ccccoiiiiiniiiiie e

Years of experience in the Bank

1. How long does your Bank has been involved in Islamic Banking?

(Please SPeCIfy)....ouuiiei i

2. Does involvement in Islamic Banking improves marketing of the bank products
and Services in terms of the following;

a) The nature of the Product ( )

b) Influence on Promotional activities ()

C) Distribution of your services ( )

3. Does your Banking services on Islamic banking deal with;
0] Muslim ( )

(i) Christian ( )

(iii)  Others ( )

4. Does the bank benefit from the Islamic Banking activities?

(i)  Yes( )
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(i)  No ()
Explain atleast two factors;

5. What is your view on the qualified stuffs working in your Bank?
0] Much ( )

(i) Less ()

(i)  Average ( )

Why do you think so? ( Basing on your answer)

APPENDIX B
INTERVIEW QUESTIONS
Management
1. What employee’s perception on the training and experience gained in Islamic
banking in your bank?

2. What are the challenges that this Bank faces due to Islamic banking?
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3. What are the banks preferences towards religion and profit?

Employees
1. Are Tanzanians including Muslims aware of the necessity and benefits of
Islamic banking?
2. What do you think about Islamic banks prospects in Tanzania?
3. Your view about Islamic banks products for future, are they being as
competitive with conventional products.

4. Are there any advantages for Islamic banking towards conventional banking?
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