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Preface

In the name of Allah, the beneficent, the merciful. May Allah’s blessings be upon
you and all the Muslim worldwide till eternity.

The development of Muamalat and Islamic Finance requires a lot of research to
ensure the rapid growth of Islamic economics globally. Thus the authors are
motivated to comprises the current research in order to share knowledge regarding to
Islamic banking, finance, risk management, financial planning and entrepreneurship
to researchers and industry players.This book is part of efforts to promote advances
areas in muamalat and Islamic finance. In addition, this papers are a step forwards to
encourage researchers to produce impactful studies.

The scope of discussion in this book focuses on Islamic banking, finance, risk
management, financial planning and entrepreneurship. In Islamic banking and
finance, this book offer the discussions regarding to application of e-banking,
cashless, product and services, financing and sukuk. While, in Islamic risk
management, this book discusses the issues related to the customers awareness and
satisfaction towards Takaful services, factors to choose and accept Takaful products
and bancatakaful. Another topic is related to Islamic social finance which incluses
cash waqf practices, case study on Sadaga House, Zakat management and
microcredit. Further, this book discuss on Islamic financial planingg which consist
saving behaviour, financial literacy and inheritance planning. Entrepreneurship is
also discussed in this book which covers entrepreneurship intention, halal industry,
employability and supply chain management. Last topic covers other issues such as
stress riks, information communication technology (ICT) and service quality.

Hopefully, this book will contribute to the knowledge among society, researchers and
industry players. All the best.

Mohd Khairy Kamarudin
Mohd Zulkifli Muhammad

Noormariana Mohd Din
2020
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Abstract

This research aims to examine the acceptance of Islamic bank customers in this
period to embrace e-banking services rather than traditional banking methods. The
researcher used the quantitative approach by analysing the data using Cronbach’s
alpha. A survey questionnaire with semi-open questions model was conducted to
collect the relevant data from the respondents who are Islamic banks’ customers. The
sampling unit used in this research is individuals and the questionnaire was
distributed to examine e-banking acceptance among Islamic bank's customers. The
data obtained were analysed by using Statistical Package for the Social Science
(SPSS). This research utilises the Unified Theory of Acceptance and Use of
Technology (UTAUT) as the conceptual framework to analyse the acceptance of
Islamic e-banking. Accordingly, a sample of 250 respondents were surveyed across
Malaysia by method of the online survey system. The finding showed that e-banking
system provided by Islamic banks is generally accepted by customers.The results
also reveal that performance expectancy, effort expectancy and social influence on e-
banking, are important factors in explaining e-banking acceptance. There exists a
significant relationship between the independent variables (performance
expectancy,effort expectancy and social influence) and the acceptance of Islamic e-
banking in Malaysia. Therefore, the findings of this research are useful in
disseminating important guidance for Islamic banks in Malaysia in innovating and
encouraging their customers’use of e-banking.
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1. Introduction

Islamic banking, which is a banking system that is based on Islamic principles and
Shari'ah, law and guided by Islamic economics and also banks that implement their
agreement rules according to Islamic law in depositing funds, financing, or other
activities (Echchabi A at all., 2019). The best known principles fundamental of
Islamic banking compared to its conventional counterpart are sharing of profit and
loss and prohibition of the collection and payment of interest by lenders and
investors. Islamic bank very strictly prohibition of interest (riba). Electronic banking,
also known as electronic fund transfer (EFT), is only the use of electronic means to
transfer funds directly from one account to another account with a quick time and
without a check or cash. Electronic banking consists of Internet banking, telephone,
and other eletronic delivery channels. Meanwhile, on-line banking is the most
frequently used by customers. Internet banking, also known online banking, uses the
Internet as a delivery channel for banking activities, for example non-cash transfer,
check account balances and movements, pay monthly bills, recharge electricity
credit, e-commerce payments, credit card information, and view exchange rate
information. The banking industry believes that by adopting the new technology e-
banking, the banks will be able to improve customer service level and tie their
customers closer to the bank (Onyeukwu and Osuagwu 2016).

Customer now demand new levels of convenience and flexibility in addition
to powerful and easy to use financial management tools, product, and services that
traditional retail banking cannot offer. Though various e-banking systems have been
implemented and accepted by the customer, e-payment remains the most widely used
of the e-banking solutions (Adesina and Ayo, 2010). The e-banking services and its
quality is considered one of the modern concepts, relatively, which associated with
technological development. By providing e-banking facilities, bank can obtain
several benefits including expanding business networks. E-banking can also
eliminate the bank's physical limits and limited bank operating time and e-banking
can be accessed from anywhere without having to be bound by time because it can be
accessed online 24 hours. Malaysia, 48 per cent of the 25 million population were
internet users, but only 16 per cent used internet banking since the service was first
available in 2000. However, the modern day consumers will find using Internet
banking as easy to use because they tend to be educated and has sufficient
understanding of computer and Internet (Mohd Suki, 2010).

The acceptance of internet banking services can be investigated by
identifying the reasons behind the use of internet banking (Eriksson et al., 2005). In
Malaysia, the Internet in the banking industry was first used mainly as an
informational medium; without using physical presence, banks and financial
institutions use this channel to market and sell a diverse array of the banking
products and services. Generally, most of the online banking services offered by
bank are compatible to each others. According to (Marhana M. Anuar et al.,2012)
most of customer in Malaysia banks have offered the Internet banking service in
order to stay competitive. Although it is evident that most of Malaysian banks offer
Internet banking service and the Internet banking service is gaining popularity and
acceptance all over Malaysia. Internet banking services in Malaysia is only allowable
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for bank licensed under the Banking and Financial Institution Act 1989 (BAFIA) and
Islamic Banking Act 1983 (Mohamad Rizal et al., 2007). However, the modern day
consumers will find using Internet banking as easy to use because they tend to be
educated and has sufficient understanding of computer and Internet (Mohd Suki,
2010). Since June 2000, with the Bank Negara Malaysia giving the approval for
commercial banks to offer e-banking services, all the anchor banks have created a
web presence in various ways (Sohail et al., 2002). The combination of e-banking
acceptance in Malaysia among Islamic banks’ customer, make this research aims to
investigate the perspectives of Islamic Banks’ customer to acceptance e-banking
concept models with Islamic perspective in Malaysia. Hence, it’s contribution toward
the best channel to provide banking services and product to customer, starting with
the important of bank services and moving to analyst the acceptance Islamic banks’
customers in e-banking models system which particularity how it can be run between
e-banking systems and Islamic banks perspective.

2. Literature review

2.1 Performance Expectancy

Performance expectancy can be defined “as the user wants to use the system to gain
job performance”. As mentioned before performance expectations (PE) (Venkatesh
et al., 2003, p. 447). The UTAUT influences the behavioral intention to use
performance expectations significantly (Venkatesh et al. 2003). This concept is
similar to performance requirements and refers to the expectation of an individual
that the use of a program enhances their job outcomes (Davis, 1986 ; Taylor and
Todd, 1995). Some research questions have been raised as to why new technologies
are used in banking transactions or whether the standards of success and e-banking
acceptance are related. Innovations include electronic medical records and robotic
activity in studies conducted all over the world (Arman & Hartati, 2015; Ben
Messaoud, Kharrazi, & MacDorman, 2011). They all agreed that IT acceptance in
financial institutions is predicted by the level of performance (Phichitchaisopa &
Naenna, 2013; 8 Van der Vaart, Atema, & Evers, 2016).

2.1 Effort Expectancy

Effort Expectancy (EE) means "the level of ease in which the system is used"
(Venkatesh et al., 2003, p.450). Zhou et al. (2010) concluded that online banking is
easy to use hence enable customers to easily adapt to online banking implementation.
Previous researchers have also supported the use of online banking as business
expectations have a significant effect on the adoption of new methods (Alraja, 2015;
Chang et al., 2007; Schaper and Pervan, 2007; Gupta et al., 2008; Al-Shafi, 2009).
The extent of the effort is demonstrated as an intrinsic motivator, which is a process
that can facilitate respectable results (Karahanna et al., 2006). An IB study has
shown empirically a significant role in the intent (Martins et al., 2014; Riffai et al.,
2012) or factors caught such as ease of use (Alalwan et al., 2016b; et al., 2009;
Kesharwani and Bisht, 2012; Rodrigues et al., 2016; Wang et al., 2003) in order to
enhance expectations as well as creative network consumer experiences. Expectation
is shown as an intrinsic motivator for a system that can easily deliver results
(Karahanna et al., 2006). According to studied cognitive and behavioural studies, the
study and use of IT devices affecting internet banking is strongly encouraged,
notably in technology exploration (Venkatesh and Davis, 2000; Gefen, 2003).
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UTAUT underlines the importance of business expectations because they have a key
role in determining the different gender, age and experience intentions. Yet gender-
related impacts are mostly seen to suit age and customer experience, so at the early
stage of their technology-enabled experience, they will be more successful than older
women (Venkatesh et al., 2012).

2.3 Social Influence

Social influence (SI) means "a person's level of confidence sees that the person has to
use a new system" (Alshehri, Drew, Alhussain, & Alghamdi, 2012). UTAUT argues
that SI plays a role in influencing Islamic customer acceptance of the use of
electronic banks and finds that SI can have a positive effect on Islamic customer
acceptance on the use of e-banking (Venkatesh et al., 2003). In addition, other
studies have demonstrated that SI has a positive effect on Islamic customers'
adoption of e-banking (Ghalanddari, 2012) (Yu, 2012) (Saibaba & Naryana, 2013)
(Martins, Oliveira, & Popovic, 2014). In accordance with UTAUT, this study gives
an assertion that SI can have a high impact on the acceptance of Islamic customers
on the use of e-banking (Venkatesh, 2003). For instance, in IT adoption and
utilization conduct, Daviset, et al. (1989) emphasized social influence as one of its
contributing factors. It is important to encourage and educate around customers
because it leads to consumer awareness and effort and performance expectancy
(Alalwan et al., 2017; 2012, Zhou et., 2010, Oliveira et al, 2016). UTAUT, inherited
the theoretical premises of general mind and Theory of Planned Behaviour (TPB),
assumed the use of technology as voluntary behavior (see Ajzen, 1991). This
indicates that the deliberate system of intentions in which social norms are used as a
determining factor of intentions and intentions that only await their actions through
behaviour.

3. Results and Discussion

3.1 Demographics Analysis

The number of usable survey questionnaire was 250. As illustrated in table Table 1,
In term of respondents’ gender 59.9% were female and 40.1% were male. The higher
aged of respondent that used e-banking total 63.9% of the respondent were aged 21-
30 and the lowest is 1.6% were aged above 51. Regarding the respondents’ race
mostly that used the e-banking is from Malay with the total 93.7% and the lowest is
from Indians with the total 0.8%. The information on marital status of respondent
revealed the most of the respondent were single with the total 84.9% and the lowest
is divorce that was 1.2% meanwhile the higher total of respondent occupations is
68.3% from students and the lowest is 4% from employee. The highest percentage of
income is 68.3% that was below 1,000 and the lowest is 2% that was from 3,000-
3,999 and 4,000-5,000. Lastly, the higher percentage for education is 62.7% from
degree and the lowest is 0.8% from master.
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Table 1: Demograpics

Profile Description Respondent | Percentage |
Gender Male 150 59.90%
Female 100 40.10%
Age < 20 tahun / years 63 25%
21-30 tahun / years 161 63.90%
31-40 tahun / years 15 6%
41-50 tahun / years 9 3.60%
> 51 tahun / years 4 1.60%
Race Melayu / Malay 236 93.70%
Cina / Chinese 8 3.20%
India / Indian 2 0.80%
Lainnya / Others 6 2.40%
Status Bujang / Single 214 84.90%
Berkahwin / Married 35 13.90%
Bercerai / Divorce 3 1.20%
Duda / Widower
Occupation |Pelajar / Student 172 68.30%
Kerajaan / Government 25 9.90%
Employee/ Pekerja 10 4%
Swasta / Private sector 28 11.10%
Bekerja Sendiri / Self-employed
worker 17 6.70%
Income <1,000 172 68.30%
1,000-1,999 40 15.90%
2,000-2,999 20 7.90%
3,000-3,999 5 2%
4,000-5,000 5 2%
= 5,000 10 4%
Education SPM 39 15.50%
Diploma 53 21%
Sarjana Muda / Degree 158 62.70%
Sarjana / Master 2 0.80%
Doktor Falsafah / PHD
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3.2  Descriptive analysis

Table 2: Mean and standard deviation for independent variables
Item-Total Statistics

Corrected Squared Cronbach's
Scale Mean if Scale Variance Item-Total Multiple Alpha if Item
Item Deleted if Item Deleted Correlation ~ Correlation  Deleted
DV1 82.09 108.530 627 593 942
DV2 82.13 108.682 627 .668 K.942
DV3 82.15 107.452 .629 .682 942
DV4 82.35 105.096 .682 581 941
DV5 82.39 105.034 677 551 941
PE1 82.15 108.584 .663 566 941
PE2  82.08 109.733 .602 548 942
PE3  82.25 107.539 .649 625 941
PE4 82.29 106.577 .668 595 941
PE5 82.22 105.885 743 626 940
EE1 82.11 107.607 718 .604 941
EE2 82.26 106.480 706 .635 941
EE3  82.18 107.527 .689 579 941
EE4 8247 105.358 .630 .580 942
EES 82.33 105.773 .685 .603 941
SI1 82.48 104.973 .600 627 943
SI2  82.57 103.435 .684 .699 941
SI3  82.56 104.408 625 .682 942
SI4  82.48 104.387 719 691 .940
SIS 82.49 105.271 .663 .588 941

Table 2 showed the mean and standard deviation for one of the independent
variables, performance expectancy. It express that respondents were agree
(Mean=4.48) that they intend to use e-banking application in the future, more think
that they would use E-banking application in the future (Mean=4.56), respondents
plan to use e-banking application in the future (Mean=4.38). Meanwhile, the
respondents also were least agree (Mean=4.34) will always try to use internet in their
daily life. Other than that, the respondents were plan to continue using internet
banking frequently (Mean= 4.41). After that, effort expectancy. The highest mean
value was (Mean=4.52), where most of the respondents think that using internet
banking would help them accomplish tasks more quickly. The respondents agree
using internet banking would increase their productivity (Mean=4.38). Other than
that, the respondents were agree that they believe that learning how to use internet
banking is easy for them (Mean=4.46). The lowest mean value (Mean=4.16) which
was the respondents think that their interaction with the internet banking is clear and
understandable. Meanwhile, the respondents agree that it is easy for them to become
skilful at using Internet banking (Mean= 4.30).

Lastly, for independent variables that was social influence. The highest mean
value was (Mean=4.16), where the respondents believe that people around them
influence themselves to use the system online banking. The lowest mean value was

7|Page



Proceedings of Entrepreneurship and | 2020
Business

(Mean=4.06), where the people important to themselves which are respondents think
that they should use the system online banking. Besides, the respondents agree that
they believe that people which are very close to them have helped use the system
online banking (Mean=4.07). Same mean value with the highest mean value which
(Mean=4.16), where the respondents think that people around them supported in
using of the system online banking. The respondents also believe that people whose
opinions that they value prefer that using Internet banking (Mean=4.14). Meanwhile,
the mean and standard deviation of respondents on the dependent variable which was
e-banking acceptance. The highest mean value was (Mean=4.54), where the
respondents agree that they believe internet banking is useful to carry out their task
while the lowest mean value which was (Mean=4.24), where the respondents believe
that using internet banking will help to attain benefits in performing banking
operations. The respondents was believe that using internet banking would enable
them to conduct tasks more quickly (Mean=4.50). Besides, the respondents also
think that using internet banking would increase their productivity (Mean=4.48) and
did strongly believe that using internet banking would improve their performance
(Mean=4.28).

3.3 Pearson Correlation Coefficient

Table 3: Pearson correlation

PE EE SI dv

PE Pearson Correlation 1 .807* .580™ 704

Sig. (2-tailed) 000 000 000

N 250 250 250 250
EE  Pearson Correlation .807" 1 597 685"

Sig. (2-tailed) 000 000 000

N 250 250 250 250
SI Pearson Correlation .580™ 597 1 .549*

Sig. (2-tailed) 000 .000 000

N 250 250 250 250
dv Pearson Correlation .704™ .685™ .549™ 1

Sig. (2-tailed) 000 000  .000

N 250 250 250 250

**, Correlation is significant at the 0.01 level (2-tailed).

Table 3 shows the Pearson correlation of the variables tested. In order to prove the
relationship between the dependent and independent variables, the researcher use
Pearson Correlation Coefficient to test the hypothesis is relationship or not. In order
to prove the relationship between the dependent and independent variables, the
researcher use Person Correlation Coefficient to test the hypothesis is relationship or
not. For performance expectancy, the value off correlation is 0.000(p<0.0s),.704 and
it have a high positive relationship with e-banking acceptance. Therefore, the
hypothesis 1 which is “there is significant relationship between e-banking acceptance
with performance expectancy is accepted. Next, effort expectancy value of
correlation is 0.000 (p<0.05), .685 that can be interpreted is moderate positive
relationship between e-banking acceptance and hypothesis statement statements
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“there 1is significant relationship between e-banking acceptance and effort
expectancy” is accepted. Lastly, for social influence value of correlation (p<0.05),
.549 that can be interpret is moderate positive relationship between e-banking
acceptance and therefore the hypothesis statement 1 “ there is significant relationship
between e-banking acceptance and social influence is accepted.

4. Recommendations

The researcher recommends for further research to expand the current observations
to other settings to test and validate the models generated in this research. The
researchers suggest that a broader sample may be targeted, which may include
consumers of Islamic banks and conventional banks and compare the differences in
the acceptance pattern of e-banking between two banking systems

Secondly, the researchers suggest the inclusion of qualitative element to be
present in future study to enable more the use of a mixed method approach for future
research. A mixed approach would provide a more objective study of the acceptance
of Islamic e-banking. Qualitative approach can serve as a supplement for this study
to support words or action and provide insight into the performance of the acceptance
of Islamic e-banking in Malaysia. Using a quantitative approach, the researchers are
able to collect data customers of Islamic banks via a questionnaire using social media
networks the result would be more widespread. Otherwise, correlation between
consumer perceptions and customer expectations of e-banking services provided by
Islamic banks is also suggested for future research.

Furthermore, this research model aims to study the customers in Malaysia
whom uses Islamic banking services. Therefore, we suggest that this research model
to be used in the future to study the usage of conventional banking services in
addition to its Islamic counterpart. This will allow future researchers to obtain a more
comprehensive data on the customers’ results on e-banking acceptance. As the result,
Islamic banks will have the opportunity to compete in a profitable and more efficient
position with conventional banks.

S. Conclusion

This research examines the acceptance of e-banking of the Islamic e-banking
customers in Malaysia. The results showed that, with regard to their banking
activities, most customers felt e-banking was very important. The of use e-banking
offers convenience towards e-banking customers where it enables them to increase
their profitability and save their time. The necessity to use e-banking as a transaction
tool is felt by customer as it is more effective and speeds up a work, makes it faster
and helps improve productivity. Moreover, the e-banking revenue system for Islamic
bank users is a secure and easy to understand.

The majority of Islamic banks customer use the e-banking services.
Therefore, The opportunity of Islamic banks to comprehensive marketing strategy
would raise awareness of the e-banking services and help to encourage it. Since at
this time, based on our research, many customer feel that the use of e-banks is highly
necessary thus consumers are willing to learn the e-banking system. Furthermore, the
findings indicate that performance expectancy, effort expectancy and social influence
have a significant positive effect on the acceptance of the e-banking customers of
Islamic banks. Moreover, the results have shown that security has no significant
impact on e-bank usage. The finding of this research indicated that due to inefficient
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distribution channels and a wide range of population, this research received an
inadequate number of respondents. Based on data analysis, the majority of
respondents using e-banking are students. The researchers need to ensure that all
respondents are Islamic e-bank users during the process of administering the
questionnaire.

Therefore, Islamic banks are recommended to continually update customers
with the latest technology applications and services to improve their day-to-day
banking efficiency. All advances in banking technology must be made for consumers
as easy and convenient as possible. Finally, this research at least has provided a
description of the acceptance of Islamic bank customers to use e-banking. It is
assumed that in the future, further research would be develop in the field of e-money
in the perspective of Islamic bank customers since this is an opportune time to tap
these technological advances and fulfill the ever increasing needs of the current
digital generation.
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Abstract

This study is about cashless society which are including digital transaction, cashless
transaction and online transaction. This research is mainly to study the factor
influencing acceptance of cashless society among Islamic banking and Finance
(SAB) students in Universiti Malaysia Kelantan, City Campus. The purpose of this
research is to find the factor that influence people to use cashless transaction in daily
life. The method of researcher use is quantitative approach. The data was analysed
using SPSS (Statistical Package for Social Science) by key in the data from the
questionnaires which contains the data from respondents. Distribution of
questionnaire is conducted around the campus and distribute among students Islamic
Banking and Finance only in year 1, year 2, year 3 and year 4. The objective of the
research are to determine whether it is convenience, perceived cost and have
securities towards influencing acceptance of cashless society among Islamic Banking
and Finance (SAB) students in UMK City Campus.

Keywords: Acceptance, Cashless Society, Convenience, Perceived Cost, Security
1. Introduction

In the last two decades, retailing has grown towards a growing online digitalis and
this retail market is an online channel whose growth will disturb external retailing
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(Christensen and Raynor 2003). Examples of online industries such as Expedia,
Trivago and Booking.Com such they use mobile phones to access them. The use of
mobile phones lately helps in the development of personal and professional activities
in everyday life (Liébana-Cabanillas, De Luna, & Montoro-Rios, 2015). In addition,
gender also includes a key variable in the use of mobile technology in the world
(Chong et al., 2012; Kabata, 2015). Therefore, there is a factor that influencing
acceptance of cashless society especially among Islamic Banking and Finance (SAB)
students in UMK City Campus.

In addition, cashless society is closely linked to digitalis distribution since
digitalis periods do not require cash to buy and can be changed to online shopping or
card debit which is it can be contribute the economic into the great economic. Such
example is where Coca Cola has introduced a vending machine. It is so interesting
that the process is very easy where the user only needs to send texts through the
machine and will make the payment then the machine will issue the ordered product
(Dahlberg, Guo, & Ondrus, 2015).

Furthermore, there is a kind of closeness payment where it has been referred
to as a currency sale (mPOS) example is a payment that occurs when a customer is
close to the merchant (GSMA, 2016). This is the transaction's worthiness to be stored
on the mobile and it will be converted remotely that will use barcode identification
technology or RFID (Qasim & Abu-Shanab, 2015). In addition, it will be convenient
and secure as it does not require cash and cash transactions can also make payments
without physical cash. However, cashless payments also change old things to new
ones by eliminating the use of cash as a medium of exchange of goods, money and
services through electronic and non-electronic transfer as a payment through cheque
(Tee and Ong, 2016). While this cashless transaction has grown rapidly, hard
currency remains resilient (Premchand & Choudhry, 2015).

Therefore, cashless society should be used in Malaysia as it will have a
significant impact on the country and help the nation move forward in line with
developed countries like Nigeria. (Kim, Mirusmonov, and Lee, 2010) states that the
progression in versatile innovation has profoundly affected the day by day lives of
the general population and they have started by decrease new helpful
administrations. Other than that, a zone encountering exponential development is a
versatile installment administration (Liébana-Cabanillas et al., 2015), which enables
clients to pay for products and ventures utilizing their portable wherever they go
(Kim et al., 2010). Under these improvements, dealers, money related organizations
and media communications administrators dedicate their endeavours to expand the
quantity of versatile administrations accessible to cell phone clients.

In addition, from a practical perspective, understanding the factors affecting
the use of mobile payment services will help service providers achieve competitive
advantage (Kim et al., 2010). Such as the factors that influencing acceptance of
cashless society which is of particular interest to mobile payment service managers is
how effective to increase the number of users. The results of the study should help
the service providers more effectively to invest time, effort and money appropriate in
the development, provisioning and marketing of mobile payment services (Kim et
al., 2010). Despite this conceptualization, mobile phones are emphasized as the main
feature that distinguishes mobile payments from other forms of payment (Schierz,
Schilke, & Wirtz, 2010).
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2. Literature review

2.1 Cashless society

Cashless society is where all the transaction happen does not use cash. It is called
cashless transaction where in this transaction they are using a debit or credit cards,
bank transfer, cheques, and online payment mobile applications with no physical
money handed from one person to another. Then it also can be defined as a system
that operated through a digital system for financial purpose that used cards, other
electronic methods rather than physical money. Researcher (Garcia-Swartz Daniel,
Hahn Robert et al. 2006) said that over the course of history, there have been many
different forms of payment systems including barter, gold and paper currency which
is money. It stated that cashless society is where the consumer gradually moving
away from paper payment instruments and toward the electronic ones especially
payment card like debit or credit card. To apply this cashless society in Malaysia
need to establish a step to move into that direction where it need to clarify cost and
the benefit accounting for payment instruments from both a private and a social
perspective

2.2 Convenience

Convenience is a part of the literature review, as one of the important factors
predicting the success of using cashless among society. According to the Kim et al
(2010), consumers believes in the benefits of technology when the technology makes
people’s live easier and it ameliorates the difficulty of performing common tasks.
Convenience also can be described as an important characteristic of the mobile
device or debit or credit card. Mobile devices store data and they always at hand, and
they are increasingly becoming easy to use (Obe & Balogun, 2007). This assertion is
supported by Teo et al. (2015), who reported that convenience of having a single
payment device to substitute multiple payment alternatives contributors to the
benefits of mobile payments. Convenience of mobile payments is also enhanced by
the fast internet connectivity to a mobile phone characteristic of many countries (Obe
& Balagun, 2007). Thus, many studies (De Kerviler, Demoulin, & Zidda, 2016; Liao,
Shi, & Wong, 2012; Obe & Balogun, 2007) have reported significant positive
relationships between convenience and the uses of mobile payment services, hence
the construct was included in this study as a driving variable. Cashless systems can
indeed beat cash in convenience in certain solution, but the opposite is just as true. In
the end, the co-existence of the two systems simply increases the flexibility and
number of options for the individual to use whichever is better suited to his needs.
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2.3 Perceived cost

The aimed of using cashless among society are for reducing cost of cash
management, increasing efficiency of payments system and driving financial
inclusion. Some observers (Humphrey & Berger, 1990, Humphrey et al., 1996, Klee,
2004, Garcia Swart et al., 2006) opined that the increased use of cashless payment
systems has led to prediction of a cashless society. In a cashless society, consumers
can make payments over the internet, manned point of sale (POS) using mobile
device, personal digital assistant (PDA), smart cards and other electronic payment
systems, including debit and credit cards. Government and commercial entities
provide strong encouragement and support for cashless transaction (Khan & Craig-
Lees, 2009). According to EFInA (2013), there is a clear correlation between the
proportion of electronic transactions in a society and the proportion of people
banked. The term ‘banked’ refers to individuals who have relationship with a formal
financial institution, including banks, cooperatives and credit unions (Solo, 2008).
Mobile phones’ digital communications capabilities combined with their increasingly
pervasive presence in people’s pockets, hold significant promise to connect these
clouds in novel, cost-effective ways. Beyond reducing costs, it also permits
customers to interact more directly with their banks, checking balances only with the
phone and initiating transactions from wherever they are. Using mobile phones as the
access device offers the customer a level of immediacy, convenience and control that
no other channel can provide.

24 Security

Therefore, society also will be exposed to new kind of criminal activities involving
online financial transaction and will fear them to use cashless. Cashless transaction
among society will not eliminate crimes such as money laundering, embezzlement
and corruption. Criminal will find a way to carry out their activities regardless of any
method to make them profit. Although this method of cashless may be seen
positively by many people, it also can give the people negative side in term of risk by
using online transaction. Perceived risk refers to the subjective expectation of a loss
or sacrifice in using a risky technology (Pham & Ho, 2015). Security is clearly
crucial important in considering any alternative to physical cash. At the root of this
lies the problem of authentication to the process of verifying the identity of a person.
This is typically performed by examining some identifying information such as
password or digital signature. One of the obvious and most commonly used is
password as a personal identification number (PIN). Data mining is defined as the
identification of interesting structure in data, where structure designs pattern,
statistical or predictive models of the data, and relationship among parts of the data
(Fayyad & Uthurusamy, 2002). Data mining in the content of crime and intelligence
analysis for national security is still a young field. Another important online
transaction is the mobile phone which has continued shaping modes of financial
access (Jack & Suri, 2012). According to the Bank Negara Malaysia (2018), the main
advantages of cashless system is that one will have the freedom to do the transaction
at any time of the day and from any location.
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3. Methodology

In general, the main theories underpinning framework of the proposed study consists
of factor influencing acceptance of cashless society among Islamic Banking and
Finance (SAB) students in UMK city campus. The population has been focussing
among the Islamic Banking and Finance (SAB) students in University Malaysia
Kelantan. This population is chosen because it’s suitable with the objective of the
study and also awareness as a finance student towards cashless system. Therefore,
for the sampling, the researchers began the process of data analysis by producing
descriptive statistics. The Units of sampling is focused on individual whereby the
questionnaire was distributed to examine student knowledge in factors influencing
acceptance of cashless society among Islamic Banking and Finance (SAB) students
in UMK City Campus which is comes from the first-year batch until fourth-year
batch. Research design has a better and convenient method to answer the research
question so that is why it known as specific and distinct approach (Lewis, 2015).

In order to further explore about the factor influencing acceptance of cashless
society, researcher used quantitative approach of data analysis. Quantitative research
is usually used to study natural science on natural phenomena which is the data
collection analysis will be in numeric form. Quantitative research also focused on the
study that emphasize to explain, describes, and depend on total sample sizes
compared to qualitative research design (Khalid, 2012). The research design for this
study is survey through the questionnaire. It is used for survey to know the opinion
of the respondents. Data collection is the methods that are used by researcher to get
data from respondent. The questionnaires are distributed to the respondents randomly
by using Google forms. The total respondent of this study is 166 students. This
research chooses to use the Google form because it is more effective and efficient
way to get the data. Then, for this research, the conduction of the research included
the structured questionnaire, which has questions and answers set that has been
utilized as a guide. The survey questions are partitioned based from what the factors
or factors utilized by the researcher to manage the respondents towards the fulfilment
of the research objectives. Data will be analysed by using IBM SPSS version 24.

4. Finding

On this section, we are discussing about data result from study that we make and
analysing of the data obtained from 166 respondents among students Islamic
Banking and Finance (SAB) in University Malaysia Kelantan, City Campus. For this
research, the objective of this data analysis focused on identifying relation among the
dependents variable and independents variable. This section also provides adequate
information on the demographic structure of the respondent.
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Table 1: The Demographic Profile of Respondent

N =166
Frequency Percent (%)
Gender Female 125 75.3
Male 41 24.7
Age 19 — 20 years old 44 26.5
21 — 22 years old 68 41
23 — 24 years old 28 16.9
25 years old 26 15.7
Nation Malay 157 94.6
Indian 1 0.6
Chinese 4 24
Others 4 2.4
Marital status Single 146 88
Married 20 12
Education STPM 63 38
STAM 20 12
Diploma 42 253
Matriculation 41 24.7

The researcher will analysis the respondent profile for this study. Table 1
shows the respondents’ demographic that consists gender, age, nation, marital status,
and education. In detail, it can be seen that female stated the higher frequency
(n=125) than male (n=41) with the percentage of 75.3 % and 25.7% respectively.
Majority of the respondents age is come from 21 until 22 years old student with the
41% (n=68). The age of 23 until 24 years old are the minority with the percentage of
16.9% (n=28). Next are nation of students in SAB, Malay student become the highest
frequency (n=157) with the percentage of 94.6% while Indian student are the lowest
frequency (n=1) at the percentage 0.6%. Furthermore, marital status show that single
students are the most frequency answering the questionnaire (n=146) with the
percentage 88% while married student are the lowest (n=20) with the percentage
12%. Lastly, from the distribution questionnaire, education in STPM shows the
higher frequency (n=63) with the percentage 38% and education in STAM are the
lowest (n=20) with the percentage 12%.

Table 2: Descriptive Statistics for All Variables

N Min Max Mean Std Variance
Statistics Statistics Statistics Statistics Deviation Statistic
Statistics
Cashless 166 2.00 5.00 3.8867 0.67917 0.461
Society
Convenience 166 1.00 5.00 4.1639 0.68163 0.465
Perceived 166 1.00 5.00 3.8783 0.68818 0.474
Cost
Security 166 1.20 5.00 3.6952 0.78058 0.609
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In the Table 2 shows that the highest mean among four variable is
convenience, with the value 4.1639 and standard deviation is 0.68163. For the lowest
value of mean is security which is 3.6952 and the standard deviation is 0.78058. For
cashless society, the value of mean is 3.8867 and the standard deviation is 0.67917,
but for perceived cost value of mean is 3.8783 and the standard deviation is 0.68818.
For the minimum value of all variable is 1 and it shows that the respondent is
strongly disagree with the statement in the questionnaire. For the maximum value for
all variable shows 5 which the most of the respondents is strongly agree with the
statement in the questionnaire.

Table 3: Correlation Analysis for All Variables

Correlations
Convenience Security Perceived  Cashless
Cost Society

Convenience Pearson 1 0.504** 0.593** 0.716**

Correlation

Sig. (2-tailed) 0.000 0.000 0.000

N 166 166 166 166
Security Pearson 0.504** 1 0.475%* 0.564**

Correlation

Sig. (2-tailed)  0.000 0.000 0.000

N 166 166 166 166
Perceived Pearson 0.593** 0.475%* 1 0.578**
Cost Correlation

Sig. (2-tailed)  0.000 0.000 0.000

N 166 166 166 166
Cashless Pearson 0.716** 0.564** 0.578** 1
Society Correlation

Sig. (2-tailed)  0.000 0.000 0.000

N 166 166 166 166

** Correlation is significant at the 0.01 level (2-tailed).

From the table 3, it shows that the relationship of correlation between the
cashless society to convenience is 0.716. According to Pearson Correlation
Coefficient Indicator Table above, this correlation indicates that there is Strong
Correlation between cashless society and convenience (0.60-0.79). Moreover, in the
table also shows that the relationship of correlation between the cashless society to
security is 0.564. According to Pearson Correlation Coefficient Indicator Table
above, this correlation indicates that there is Moderate Correlation between cashless
society and security (0.40-0.59). The table shows that the relationship of correlation
the cashless society to perceived cost is 0.578. According to Pearson Correlation
Coefficient Indicator Table above, this correlation indicates that there is Moderate
Correlation between cashless society and perceived cost (0.40-0.59).

S. Conclusion

The purpose of this study is to understand the factor influencing acceptance of
cashless society among Islamic Banking and Finance (SAB) students in University
Malaysia Kelantan (UMK) City Campus. In this study, there are three factors which
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is convenience, security and perceived cost has been choose as a factor that
influencing the acceptance of cashless society. The findings of this study could give
benefits to the top management and policy maker in evolving their strategies. In a
nutshell, all the research questions and objectives of this research have been
achieved. Based on the above suggestions, further in-depth analysis on this topic is
needed to overcome the limitations in this study to create better discoveries.

Through the research, it is contributing to the business adventures. Different
business adventures will likewise be utilizing this study in encouraging them to lead
their strategies and other valuable solutions to improve activities for customers’
satisfaction. Beside that it’s also contributes to the government and financial
institution where it can be useful in helping the government and financial institution
in arrangement definition on how the administration deal with the cashless exchange
and get the general public acceptance. Last this research can help the future
researcher as a researcher, it can be said there are several factors which are
convenience, perceived cost and securities found to be the most influencing factors
and data results shows the significant relationship among these factors. The
information accumulated in this research will be used as a sort of point of view in
driving another investigation, and other related studies. Further, findings in this study
will provide knowledge of the factors that influence
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Abstract

The purpose of this study is to determine the perception of University Malaysia
Kelantan (UMK) community in Pengkalan Chepa towards cashless transaction. This
study used quantitative method to analyze the data. The data was collected by
giving the questionnaire to the target respondents through online. There are 357
students and staffs of UMK in Pengkalan Chepa as the respondents for this study.
The data is analyzed by using the SPSS analysis. The results show that there is a
significant positive relationship between cashless transaction and independent
variables which are fast and convenience, security and privacy and social
influence. The fast and convenience is the highest factors that influenced the
cashless transaction of UMK’s community in Pengkalan Chepa.

Keywords: Cashless transaction, fast and convenience, security and privacy,
social influence.

1. Introduction

The growth of technology nowadays had made many countries become more
advance until they change from using paper money for transaction to cashless
transaction. Cashless transaction can be defined as make a payment that does

21|Page



Proceedings of Entrepreneurship and | 2020
Business

not using the physical cash (Kumari, 2017). A cashless transaction also means
by used of credit cards or mobile payment without physical cash given from one
person to another (Shrikala, 2017). The statistics data from Forex Bonuses stated
that there are ten countries with highest of cashless payments which are Sweden,
France, United Kingdom, Canada, America, China, Japan, Germany, Australia and
Russia (Chern, 2018). In Malaysia, using cash to make payment is a popular
medium of exchange but the growing popularity of cashless payments will
change the trends (Ben Shane Lim, 2017). There are 67 per cent of
consumers used cashless transactions whether debit cards and online banking in
Malaysia.

Cashless technology is a new development technology introduced in
Malaysia. The using of this technology is not yet comprehensive in the country, but
in major cities, the method has begun to be introduced through the apps such as
TaPay and Alipay, (Razib, 2018). Somehow, this virtual transaction is not popular
enough among the Malaysian as well as community in university. It is probably due
to lack of awareness on benefits that they can get by using cashless transaction as
they just opt to pay using the cash. Cashless transaction is also reflected to the
economic situation as the transactions do not require people to carry out physical
coins or banknotes. Apart from that, the research by Gupta (2017), majority of the
respondent in the study agree that the using of cashless transaction can help them
feel that electronic transaction make their life easier. In addition, it is reported
that some 250,000 Chinese people visit Malaysia bring a new phenomenon in the
global cash payment transaction system (Razib, 2018). This is because Chinese
citizens have been accustomed to using technology facilities from smartphones
used to make payments. The previous studies that held by Intan Syafinaz Mat
Shafie (2018), they observed the social influence affects the acceptance of E-
payment. So, the arrival of people from Chinese is one of the ways that can
influence the people in Malaysia to use the cashless transaction. Apart from that,
the rising of financial crime is also widely happening nowadays. As a good
consumer, they need to change as time passes and more focuses on financial
technology to fight the rising of this crime (Boorstin, 2017). Through all these
problems, this outgoing research will help to know more about the perception of
community in University Malaysia Kelantan towards cashless transaction.

There are three main objectives of this study are stated as following:

1. To analyze the relationship between fast and convenience in the perception
of cashless transaction among UMK’s Community.

2. To determine the relationship between security and privacy in the perception of
cashless transaction among UMK’s Community.

3. To identify the relationship between social influences in the perception of
cashless transaction among UMK’s Community.

2. Literature Review

As a demographics across the world along with Malaysia continue to shift,
consumers are seeking increasingly for a technology that more quick, safe and
convenient method to pay for goods and services. According to S. Achord
(November, 2017), cashless is the one alternative service that provides a
technologies and financial payment sophistication of their users.
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2.1 Perceptions of Cashless Financial Transactions

Wang and Gu (2017) examined on how people accept one of the cashless
transactions which is WeChat Pay by combining the extended Technology
Acceptance Model (TAM) and social theory. The study is about WeChat Pay. The
study is to examine how the social theory affects the acceptance of WeChat Pay
through the data collect from the WeChat users. It concludes that the intention
for using this service is about their fundamental interest. Through the study
conducted by Mahor (2017) the cashless economy is maintaining the flow of
cash in the economy. The plastic money is more preference by the customer than
cash and paper money. This is followed by Hernandez, Jonker et al. (2017) who
deem cash to allow for budget setting by the amount of money allowed to spend
over a particular period being withdrawn with no encounters of alternative payment
methods.

2.2 Fast and Convenient Transaction

According to Tella and Olasina (2014), the study is to find the user’s continuance
intention to use the E-payment system by using Technology Acceptance
Theory (TAM). The finding indicated that there is correlation among the
variables which is perceived usefulness and attitude to use, perceived ease of use
and attitude, perceived enjoyment and continuance intention to use, speed and actual
use. Based on the recent study by Kumari (2018), convenient is fitting in well with a
person's needs, activities, and plans. In common with the research by Dr.S. Yuvaraj
(2018), the present study was identify the consumers’ perception and cashless
transaction, factors influencing cashless transactions and also identify the level
of awareness of the consumers concerning the information securities. The findings
reveal that majority of the consumers prefers credit/debit card has the most
comfortable mode of payment followed by mobile wallets followed by convenience
are the most important factors which influence consumers towards cashless
transactions. Apart from that, it is supported by Gupta (2017), majority of the
respondent in the study agree that the using of cashless transaction can help them
feel that electronic transaction make their life easier. Not only that, it also supported
by the research from Sultana and Kumar (2015) which is study and find out how
easy consumers found plastic money use to be, whether they liked using it and in
particular how they compared it to using cash. This paper concludes that purchases
from departmental stores, majority of respondents feel cash payment to be easy and
used more frequently. While educated and higher income people use plastic cards
more often.

23 Security and Privacy

A reason for customers to repeat a transaction using internet banking is about
security and privacy. It is crucial for them in performing the transaction because the
security influences them whether to continue using the services or not.
According to the Junadi® (2015), security refers as a set of programs and ways to
verify information’s sources and avoid network and data problems in privacy. It
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means that the system can protect their consumers in the transaction. Security
is always the important problem in consumers’ decision in using internet
banking. Some customers realize there is a higher risk in financial transaction
by using internet since the monetary online transaction involve through online.
Most of the positive significant between the security and cashless transactions
in some earlier studies. In accordance to Rudresha (2019), it studied the
perception and awareness of customers towards the cashless transactions. The
study concludes that many customers be of the same mind with the
government on the usefulness of cashless transaction do helps to fight against
terrorism, corruption, etc. Furthermore, based on the research carried out by Batra
and Kalra (, 2016) they seek to investigate the E-wallet transaction by
respondent. According to this study, safe and secure, time-saving, easy to use,
discount available, track of expenditure and ease of access are the main factors
to motivate respondents to adopt E-wallet.

2.4  Social Influence

Some of the previous study stated there is a positive influence among social
influence toward intention using mobile payment, but few of the researches clarified
that there is no direct influence with that. In accordance with the study by Aydin and
Burnaz (2016), the aim of the study is to understand the factors supporting to
the consumer attitude development towards and intention to use this systems.
Hence, it was clarified that social influence show there is no significant due to lower
penetration and awareness of mobile payment system. Other than that, previous
studies that held by Intan Syafinaz Mat Shafie (2018), they observed the social
influence affects the acceptance of E- payment. Payment is an element to
complete the transaction while making transaction. Due to the development of
E -commerce, there is a system introducing that called as E-payment system.
So, the using of electronic payment systems is being increasing day by day for
people to complete their task quickly effective way. In this case, social
influence was being the factor that influences customers to accept the electronic
payment system while making payment. To support this statement again, other
research from Cao, Dang et al. (2016), indicates a significant and reveals that
perceived trust is the strongest predictor of intention to use mobile payment services.

3. Data and Methodology
Research design can be explained as the strategy that is prepared in
conducting the research and the crucial points to be considered in formulating
the research (Akhtar, 2016). Quantitative method was used for this research. By
using this method the researcher can describe the relationship between
variables in mathematically and numerical through the analysis. Population is a
community of group or species that been targeted through some characteristics
defined by researchers. Based on study, the population divided into two
categories which are students and staffs in UMK Campus Kota. So the total number
of the target population consisted of students and staffs of UMK Campus Kota are
5283.

Sample is a selected group of individuals or objects chosen for
participation in a generalizing the research. Researcher will attempt to get the
responses from 357 respondents. Convenience sampling that is non-probability

24| Page



Proceedings of Entrepreneurship and | 2020
Business

method was chosen due to the limitation of time and budget of sample size
community. The main purpose is easily accessible for researcher collects the
respondents’ information. Questionnaires are from primary data, always used as an
important instrument of practical sampling method for obtaining a large sample.
Nominal scale are used for close-ended format for personal information while
interval scale which is Likert-type scale are applied for the respondent’s opinion
relating to their perception into based on five points where; 5 = strongly agree, 4 =
agree, 3 = neutral, 2 = disagree, and 1 = strongly disagree. These data are processed
using SPSS statistics (Statistical Package for Social Sciences) and the
results are scheduled based on frequency and percentage.

4. Finding

This research sent out 357 questionnaires that responded by University
Malaysia Kelantan’s (UMK) community at Pengkalan Chepa which there are 33.3%
of respondents are from FHPK which is Fakulti Hospitaliti Pelancongan dan
Keusahawanan. From Table 1, there are more of respondents are from Fakulti
Keusahawan dan Perniagaan (FKP) which is 66.7%. Besides that, the result found
that gender has a significant influence on adoption of cashless which gender
proportion is about 1:2. The male is 38.9% (139 male) and 61.1% (218 female)
which that female community are much easier and has a higher adoption of
cashless influence perception than male (see Table 1). Majority of the
respondents were in between 19-25 years old (86.3%) is the highest number
for our respondents and the lowest number is the age above 38 years old
which is 2.5%. Meanwhile, the age from 26-31 years old is 7.8% and the age from
32-37 years old is 3.4%. From Table 1, the highest percentage of the race is Malay
which is 80.7% and the lowest percentage is from others which is only 3.1%. The
other respondents for this study are Chinese and Indian are 8.4% and 7.8%
respectively from the total.

According to Table 1, the result showed that 91.3% of the respondents
have used the cashless transactions. Following with 8.7% of the respondents
that does not used the cashless transactions. Otherwise, the highest percentage
for the time is above 5 times which is 48.7% and the lowest for 0-time is 19.9%.
For the percentage of respondents that have used 2-4 times is 31.4%. Last but not
least, the result of payment methods that used by respondents which the
highest percentage to make transactions is online transfer internet banking (72.0%)
while the lowest method is cheque (2.5%). Meanwhile for the credit card or debit
card and e- wallet is 21.3% and 4.2% respectively.
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Table 1: Demographic information

Information Frequency | Percentage Valid Cumulative
(%) Percent Percent
Faculty
FHPK 119 333 333 333
FKP 238 66.7 66.7 100
Gender
Female 218 61.1 61.1 61.1
Male 139 38.9 38.9 100
Age
19-25 years old 308 86.3 86.3 86.3
26-31 years old 28 7.8 7.8 94.1
32-37 years old 12 34 34 97.5
Above 38 years old 9 2.5 2.5 100
Race
Chinese 30 8.4 8.4 8.4
Indian 28 7.4 7.4 16.2
Malay 288 80.7 80.7 96.9
Others 11 3.1 3.1 100
Cashless transaction
No 31 8.7 8.7 8.7
Yes 326 91.3 91.3 100
Time
0-1 time 71 19.9 19.9 19.9
2-4 times 112 314 314 513
Above 5 times 174 48.7 48.7 100
Payment methods
Cheque 9 2.5 2.5 2.5
Credit card or debit | 76 21.3 21.3 23.8
card
E-Wallet 15 4.2 4.2 28.0
Online transfer | 257 72.0 72.0 100
internet banking

4.1

Reliability Coefficient Alpha

This research using Cronbach’s Alpha to measure of the consistency of test scores
which the result of reliability analysis for the dependent variable independent
variable is 0.928 (see Table 2). The dependent and independent variables is

26| Page




Proceedings of Entrepreneurship and | 2020
Business

excellent according to the rule of thumb for Cronbach’s Alpha which is the value
is more than 0.9. From the data that already distributed, there are some options
that can respondents choose based on their knowledge by using 5-points Likert
Scale.

Table 2: Reliability Coefficient Alpha from Overall

Variables Number of Items Cronbach’s Alpha
Adoption of Cashless 5 0.799
Transaction
Fast and Convenience 5 0.860
Security and Privacy 5 0.827
Social Influence 5 0.826
Overall Variables 20 0.928

4.2 Descriptive Analysis

4.2.1 Adoption of Cashless Transaction

Based on the Table 3, the mean for dependent variable which is adoption of
cashless transaction is 4.2731, while for the standard deviation is 0.68618. That
means, the 357 of respondents are intend to use the cashless transaction because they
are totally agree that cashless can substitute the cash based payment method
and it is useful in case of emergency. Then, they also support the using of
cashless transaction is wiser, freedom and easier for them to check their history of
transaction.

4.2.2 Fast and Convenient

Next, among the independent variable, fast and convenience has the highest mean
that is

4.2521 and 0.71660 as the standard deviation. This result shown that the 357
respondents are totally agree that cashless are easy to use, flexible, save their time
and it can respond to the high speed. Furthermore, the result also shown that more
respondents are confident and comfortable to make transaction on thing that they
bought by using cashless method.

4.2.3 Security and Privacy

Through this analysis, security and privacy record as a second highest mean
which is 4.1317. Meanwhile for the standard deviation, it states 0.72051. As the
result, it prove that the 357 respondents are more prefer to use cashless due to safe
from being robbed, easily for them to access this method anywhere and get a less
pressure to surrounding when using it. Then, they are strongly agree that this
method can kept their personal information confidential and believe the strong
and privacy information could convince them using cashless.

4.2.4 Social Influence

According to the table 3, by 357 respondents, it shows that social influence record
the lowest mean which is 3.8389 while for the standard deviation, the result
is 0.84798. Through this analysis, respondents agree that their family and friends
are influence them to use the cashless transaction. They admit that people are
important influence their behaviour and recommend this method to them.

27|Page




Proceedings of Entrepreneurship and | 2020
Business

Table 3: Mean Score for Adoption of Cashless Transaction

Variables Mean Std. Deviation N

Adoption of Cashless 42731 .68618 357
Transaction

Fast and 4.2521 71660 357
Convenience

Security and Privacy 4.1317 72051 357

Social Influence 3.8389 .84798 357

4.3 Pearson Correlation Coefficient

The table 4 reveals about the degree of correlation coefficient which contain
positive and negative section that researcher can classification to give a
clear direction to the relationship among the two variables. This strongly
supported the purpose of researcher that want to survey the factor affecting the
using of cashless transaction among community in UMK.

Hypothesis 1: The Relationship between Fast and Convenient With
Adoption of Cashless Transaction

Based on table 4, it appears the relationship between adoption of cashless
transaction with fast and convenient. The p-value of (H;) is 0.000 which is low
than 0.05 and it show fast and convenient positively impact with adoption of
cashless transaction. The result of the test explains that there is significant
relationship between fast and convenient with adoption of cashless
transaction. The Pearson Correlation is 0.723 which shows a moderate
positive degree of correlation level. So, it is means that there is 72.3% of
dependent variable (adoption of cashless) influenced by independent variable
(fast and convenient). Therefore, hypothesis 1 (H:) is accepted.

Hypothesis 2: The Relationship between Security and Privacy with
Adoption of Cashless Transaction

By referring to the table 4, it shows the relationship between adoption of
cashless transaction with security and privacy. The p-value of (H>) is 0.000 which
is low than 0.05 and it show security and privacy positively impact with adoption
of cashless transaction. The result of the test explains that there is significant
relationship between security and privacy with adoption of cashless transaction.
The moderate positive degree of correlation with the value is 0.697 seen that
69.7% of dependent variable (adoption of cashless transaction) affected by
independent variable (security and privacy). Thus, hypothesis 2 (Hz) is accepted.

Hypothesis 3: The Relationship between Social Influences with Adoption of
Cashless Transaction

From the table 4, it views a relationship between adoptions of cashless transaction
with social influence. The p-value of (H3) is 0.000 which is low than 0.05 and it

show social influence positively impact with adoption of cashless transaction.
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The result of the test explains that there is significant relationship between social
influences with adoption of cashless transaction. The result for Pearson
Correlation is 0.529 which is to say that there is a moderate positive degree of
correlation between them. Hence, it argues that 52.9% of dependent variable
(adoptions of cashless transaction) had affected by independent variable
(social influence). Therefore, hypothesis 3 (H3) is accepted.

Table 4: Correlation of Dependent Variable and Independent Variable

Variable Coefficient Correlation
Fast and convenience 0.723
Security and privacy 0.697
Social influence 0.529

**, Correlation is significant at the 0.01
level (2-tailed)

S. Recommendation and Conclusion

Here is a list of recommendation on how to develop cashless transaction for good
among the society in the future. Firstly, is improving the security. Talking about
virtual world, we can’t escape from hearing about hackers. Cashless transaction
can be concluded nowadays as one of favourites access which hacker like to access
and stole user saving money without been known. One of thing that user can do to
avoid being access by the hacker is to improve or strengthen their security account.
The security of cashless user can be improving by create more complex password.
As record, most of cashless user always put their user id same as the name in their
Facebook account. Furthermore, their password also is too weak. They always put
their name first and year of their birth as password. The same user id with Facebook
can make the hacker easily break their password and taking their money without
realizing it. So, all cashless user needs to make their user id and password
more creative and complex. More importantly they also need to remember what they
have changed.

Furthermore, the government needs to enhance the law of enforcement
against hacker. Some people are against to cashless transaction is because of not
fully trusted to the system of technology because some people who are
professional with the technology and information (IT) easily can access to this
system. The government needs to do something which to make sure that community
will be secure and safe to use this kind of transaction without doubt. The
government can create a special protection that can be used in all devices that
related to cashless transaction. This protection can prevent from hackers to easily
access to the device.

Next, is about the limit of system on cashless transaction. By using cashless
transaction people don’t feel the same pain as spending using cash. This transaction
is easy by swipe a debit/credit card or push next button through phone to complete
the transaction. So, by having a limitation system, people can set on how much they
can spent in daily, weekly or monthly. This for sure can create a healthy society
which not overspending on money.

Cashless transaction proves to be one of initiative way to create a society
which is do not use physical money to do a transaction. Thus, from traditional
concept, the society will change into futuristic culture which people fully use on
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technology development made especially in industry revolution 5.0. Cashless
transaction also has a lot of advantages. It also gives benefit to people in term of
fast and convenience. Furthermore, the main purpose of this study was to know
on how the perception of community in University Malaysia Kelantan towards
cashless transaction. Although this technology advance is earlier in Malaysia and
not as advance as country like India, United State and Sweden, hopefully this
research will improve the knowledge of community which is they is known on what
is transaction without using a physical money like cash.
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Abstract

This paper explores the issues of privacy security in internet banking in Islamic
banks around Kota Bharu which related to adopter’s perception, decision and also
what customers’ suggestions for possible action can be taken to overcome the issue
occurred. Today internet-based banking system is one of services that provides by
the bank as the accommodation towards the customer in performing deposit or
withdraw funds. Despites it security is the most crucial part in e-banking service.
There are several issues in the scope of privacy security which can be factors to the
safety of the e-banking systems failure. It briefly outlines the definition and scope of
internet banking, Islamic banking, security, and privacy. The paper gives examples
of known cases that illustrate individual and group perception, awareness, trust
which relate to technology and cybercrime. This study is run by qualitative methods
with upkeep from ATLAS.ti software program to ensure the validity of the
information examined in an effective way. The finding for this study are researchers
find that people nowadays have all used technology to make online payment
transactions. The researchers find that perception is very important and plays a key
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role in determining whether the adopters of e-banking trust and satisfy with privacy
and security of online banking and to decide whether the perception affects their
choice to adopt the e-banking. Other than that, awareness is an important element to
avoid any issues regarding the issues of privacy and security. Everybody have their
own roles in saving their selves from being the victim of the cybercrime. Trusts also
do effect people decision and perception to access e-banking. Last but not least,
cybercrime is a criminal activity related to technology and computers committed on
the internet and do gives many impacts to the systems and banks.

Keywords: e-banking, privacy and security, Islamic banking, Kota Bharu

1. Introduction

After almost four decades of their foundation, Islamic banks have figured out how to
position themselves as money related organizations not just assuming critical job in
asset assembly, asset distribution and usage however are effectively associated with
the way toward actualizing government monetary policy (Sole, 2007). Aside from
offering practically all customary financial offices, Islamic banks additionally
encourage domestic and international exchanges.

The Islamic financial framework in Malaysia depends on double or parallel
financial system, a structure which concurs interest-free and interest-based funding to
cope and exist together for credits and funding (Naser&Moutinho,1997).
Furthermore, Sadler (1970) stated that the multi-religious and multi-social which is
the one of a kind parts in Malaysia lead to the Islamic financial likely to manage
conditions where the demand for and supply of surplus funds are never again made
based on confidence alone just as on different factors, for example as return on
accessibility, deposits, and the cost of financing. Moreover, this religious and non-
religious essential the showcase fragment of the Malaysian Islamic banking is
accepted in the way that influence execution as per adjustments in segment of the
Malaysian Islamic banking investors' asset report the executive’s organization
(Sadler, 1970).

Today internet-based banking system is one of services that provides by the
bank as the accommodation towards the customer in performing deposit or withdraw
funds. Computer-generated or also known as virtual banks or "branchless banks" are
a commonly a new idea applied to typify banks that do not have a physical area, for
example, a subdivision, yet offer organizations just through the internet and ATMs to
deposit and withdraw funds (Sadeghi, 2004).

In internet-based banking or online banking, customers have straight access to
a bank's information system from work, school, home or wherever other spot where a
system association is available. In this new context, the customer is considered as an
end-client of the bank's information preparing structure. In end-client processing, the
customer's PC assumes a crucial job (Gerrad et al., 2006).

According to the previous study by Al-Sharafi et al. (2018), their findings are
on confidence absolutely affect the customers’ behavioral intention to accept online
banking services. Furthermore, the customers’ awareness, with their perceived-on
efficacy, security and privacy had an important impact on their trust. However,
customers’ perceived ease of use failed to foresee the customers’ intention to use
online banking services.
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The study by Normalini and Ramayah (2017), provides researchers with the
implements to determine the possibility of biometric authentication technology in
internet banking. Experimental testing of the framework exposed fundamental
insights into the dynamics of the relationship between trust and its backgrounds by
including user perceptions of the effectiveness of biometrics authentication
technologies. Largely, the results from this study underline the value of applying
biometrics technology in internet banking. Clearly perceived effectiveness of
biometrics technology qualified the relationships between perceived privacy and
security with trust.

There already many researchers that run a research on this topic, but the
research conducted are majority towards conventional banks or both conventional
and Islamic banks in Malaysia. The research also usually is made in other country.
The research on internet banking system provided by Islamic banking is infrequently
get attention from the researchers. Therefore, this study is made to study adopter’s
perception on e-banking of Islamic banks in Kota Bharu performance on the scope of
privacy and security. To analyse if adopters’ decision in choosing e-banking is
affected by the implication of e-banking and lastly to conclude the possible action
can be taken to overcome the e-banking privacy and security issues.

2 Literature Review

Over the last decade, Islamic banking has increasingly gained acceptance amongst
market participants. This is because technology has improved the performance of
Islamic banking system for the better services. According to Alsheikh and Bojei
(2014), at Saudi Arabia the services of mobile give ease way of use to users. They
are many types of issues the acceptance of technology attends. These issues are also
including inadequate in experiences use technology, strangeness using the
technology inadequate of technology and awareness perceptions of risk in using
technology.

Based on Eklof et al. (2016), Islamic banking sector in Pakistan is dominated
by the perception of shariah compliance which play a significant role in customer
satisfaction. In the Muslim country it would be the most important preference either
the company product and service comply with the Shariah or otherwise. Customers
will find the Shariah compliance institution to use and buy their product and services,
as this will give them satisfaction in choosing the best institution.

According to Wall et al. (2018), customers’ perceptions are positively related
to their expectations of the service. Perception is a common thing which it is
naturally comes when it is related to human who dealt with something that will give
good or bad outcomes. Especially when the person is about making the decision
either to use, applied or adopt it. It is an active process that requires information
processing and then interpret it into message so that is how human got the idea of
how their perception on something.

According to Paul et al. (2016), perception of a product’s performance will
come out with the comparisons process; where the perceived performance of a
company will be compared with the other perceived performance of another
company. Then with one or more standard of the other company compared will
create an expectation. In internet banking industrial perception of customers towards
services will bring so much impact to the company.
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Mohammadi (2015), have stated that awareness the impact users’ perceptions
in Iranian. That ease and usefulness of internet banking. Based on Dixit et al. (2010),
has in their research the aspect that are have an impact on the use of internet banking
services that is surrounded by consumers and also show the degree of consideration
concerning privacy and security issues in Indian. Safeena (2011) in their research has
verify that awareness relating the services of internet banking. That is a major impact
on the adoption of internet banking services and satisfaction of customer.

Trust as expressed by Aghdaie et al. (2011), can be grouped into several type,
while interpersonal trust is established between online customers and merchants,
institutional trust is established between the computer and consumer. Trust referred
to the client's appraisal that she or he could have depended on the electronic banking
to guarantee the welfare and security of the client's online transactions (Holsapple &
Sasidharan, 2005).

Based on Riek (2015), cybercrime is an inescapable danger for today’s
Internet-dependent society. Though the real level and economic impact is hard to
measure, officials and scientists agree that cybercrime is a massive and still rising
problem. Broadhust (2014), told that cybercrime is usually discussed as a criminal
activity related with technologies and computers committed toward the internet.
More et al. (2016), they said that cybercrimes are an attack from one computer to
other computers using the network intentionally to modify, disrupts, repudiate,
degrade or damage or destroy the data accommodated in the attacked system or
network.

3.0  Methodology

3.1  Research Design

Research design is a plan that constructs when, where and how information are to be
gathered and analyzed (Parahoo, 2014). It is also a researcher’s by large to answer
the research question or testing the research hypothesis (Van et al., 2001). Because
the purpose of this study is to identify adopters’ perception, to analyse adopters’
decision in choosing e-banking of Islamic bank and to conclude the possible action to
overcome the privacy and security of internet banking issues among e-banking user
in Kota Bharu, Kelantan, then qualitative research is suitable for this research.

3.2 Qualitative Research

This study applies qualitative method to obtain data. There are some definition that
can be taken from other researchers. Among them Huberman and Miles (1994), who
stated qualitative research is led through an intense and delayed contact with a
“field” or life circumstance. These situations are commonly “cliché” or typical,
intelligent of the regular day to day life of individuals, groups, societies and
organisation.

Qualitative research design is in accordance with exploratory studies
(Crawford, 2006). Yilmaz (2013), also stated qualitative research an emerging,
naturalistic, inductive, and interpretive approach to examine people, phenomena,
social, cases situation and process in their natural state to reveal in descriptive trem
the meaning attached to their experience in the global.

The method of reasoning for utilizing a qualitative approach in this study was
to explore and portray the opinion of online banking user in Kota Bharu, Kelantan on
the privacy and security in internet banking especially Islamic banking. It was an
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appropriate method to gather the opinions of them regarding the effects of the
privacy and security in internet banking. Following are the methods used:

i. Exploratory Research
According to Polit et al. (2009), exploratory examinations are undertaken when
another zone is being researched or when little is known about an area of interest. It
is utilized to research the full idea of the phenomenon and different factors identified
with it

In this research, the opinion of internet banking user in Kota Bahru, Kelantan
regarding the privacy and security of internet banking were explored using an
interview. Although this paper has been led on the privacy and security of internet
banking, little is known about the user of online banking opinion towards Islamic
banking especially in Kelantan.

ii. Descriptive Research

Descriptive research was defines by Burns and Grove (2005) as a design to give an
image of the natural surroundings. It is used to explain the current practice and make
conclusion by developing theories.

According to Creswell and Clark (2017), has discussed that in order to
conduct a thorough review of a phenomena, researchers need to select participants
and research sites purposely. For the aim of the this research, descriptive research
this study used to obtain a picture of internet banking users’ opinion of the privacy
and security internet banking with a view to improving the safety and security of
internet banking.

iii. Interview

Based on Kvale (1994), a qualitative research interview seeks to cover both accurate
and a significance level, however it is normally progressively hard to interview on a
meeting level. He also explained that the qualitative research interview looks to
portray and the implications of focus themes in the existence universe of the subjects.
The principle task in interviewing is to comprehend the significance of what the
respondents state. In this study, interview is used to further investigate regarding the
privacy and security of internet banking among the electronic banking user in Kota
Bharu, Kelantan.

This study decided to choose six online banking users with varies background
individuals as the respondents for interviewing. In the interview, this study will ask
whether they are familiar with internet banking, how do they know about e-banking,
do they know about what privacy and security of online banking, do they think
online banking is safe and important in future, how does the privacy and security e-
banking level of Islamic banks in Kota Bharu influence user’s decision in adopting
online banking.

3.3  Data Collection Method

This study using two methods for data collection in qualitative. Firstly, primary data,
the researcher use research survey which is personal interview and the secondary
data, the researchers will examine book, journal, conference paper and newspaper
and so on.
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i. Primary data

This study was based on primary data collected through a series of qualitative
interviews by interviewing six informant among consumers using e-banking of
Islamic banks in Kota Bharu which is from staff University Malaysia Kelantan
(UMK), consumers using e-banking of Islamic banks in Kota Bharu and student
University Malaysia Kelantan (UMK).

The interviews provided a very good opportunity for very close
communication as well as understanding between the researcher and the participants.
These made it possible for the researcher to extract the relevant information whose
accessibility was impossible via a structured questionnaire. The personal interviews
also made it possible for the researcher to come face-to-face with the participants,
thereby, had the opportunity to assess their expressions in the course of the
discussions.

Primary data is the first source of data. The original data collected specifically
to answer the research questions. The data gathered by the researchers themselves to
test the hypothesis in its study. It is not available as a file. Then, the sources of data
are usually gathered through experiments or field studies. For an example are
observations and interviews. It can be gathered from individuals, focus groups or
expert panels. In the principle, there are two primary data collection methods, namely
the collection of passive and active data (Oghenerukeybe, 1970).

The reason for the interview is to investigate the perspectives, encounters,
convictions or inspiration of people on particular issues. Prior to an interview
happens, informants are supposed to be educated about the examination points of
interest and gives confirmation about moral standard (Devlin & Gray, 2007).

In this research, the researcher has selected only online banking users in
Kelantan. The researcher has chosen this type of informants is because the researcher
wants to collect the best and the multiple answer to finish this research. The
researcher applied semi-structure interview because the respondents spontaneously
answer the researcher questions. Also, researcher utilize face to face communication
to ensure the information is pure.

ii. Secondary Data

Secondary data is data generated as a result of past research. This data differs from
primary data, where the data is collected by the investigator himself either from an
interview or observation. Secondary data also provides reliable facts to support the
research of every researcher. Secondary data also supports research involving large
groups as data can be collected from various sources (Ritchie, 2013).

The information or the derivative material collected by the individual or other
researchers, not the researchers currently studying. Examples of secondary data are
examining book, journal, conference paper and newspaper and so on. The secondary
data that used to conduct this research include journals from database and academic
textbook such as Emerald, ProQuest, Science Direct, Google Scholar, My Athens,
Research Gateway and Yahoo.

For secondary data, researcher collects the data from journal, newspaper and
book. Researcher use secondary data to take a data or reference that related to
Islamic banking knowledge. This is due to study that issues privacy security is very
important in internet online nowadays. This related to the CIMB banks that be
hacked. So, researcher used secondary data to gather the information.
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3.4  Data Analysis Method

The data collected in the study will be analysed using based on content analysis and
supported by using ATLAS.ti software program to ensure the validity of the
information examined in an effective way. In this study, the data will be collected by
using existing resources such as books, articles and journals then it is considered as
secondary data. Moreover, the interview data also used ATLAS.ti.

i Interview
Interviews are the method that requires subjects and researchers to attend along with
the process of acquiring and collecting information. The information studied will be
directly obtained by researchers from direct sources. Any information gathered
during the interview must be record because any answers mention by the respondents
is an important data to be observed and analyses.

According to Kahn et al. (1957), the interview method was more appropriate
to obtain in-depth data than the method of questionnaire. Interviews can be overall
strategy of research data collection or may be one of the techniques used in the study.

ii. Documentation Analysis

Documentation analysis is a type of qualitative research in which documents are
reviewed by the analyst to access an appraisal theme. Document analysis is a social
research method and is an important research tool in its own right, and is part of most
triangular schemes, a combination of methodologies in the same phenomenon study
(Bowen, 2009). Documentation analysis is a part of secondary data.

There are many reasons why researchers choose to use document analysis.
This is because, documentation analysis is one of the most efficient and effective
ways of collection data as the documents can be handled and through practical
sources. Getting and analyzing documents is often more efficient when conducting
your own research or experiment (Bowen, 2009).

ATLAS.ti version 8 is a powerful workbench for the qualitative analysis of
large bodies of textual, graphical, audio and video data. Sophisticated tools help
researcher to arrange, reassemble, and manage researcher material in creative, yet
systematic ways. ATLAS.ti version 8 keeps researcher focused on the material itself.
ATLAS.ti version 8 meet researcher qualitative analysis needs.

3.5  Validity and Reliability
In this research also used the concept of validity and reliability. It is to know how to
minimize the possibility of mistakes and tendencies by maximize the reliability and
validity of the data. According to Patton (1994), it state that reliability are two factors
where qualitative researchers needs to be given attention when researchers do the
study, analyses result and evaluate the quality of the study. Besides that, Seale (1999)
also stated that create a good quality study through credibility and validity in
qualitative research, states that the “belief of a research report lies in the middle of
issues conventionally discussed as validity and reliability™.

Messick (1989) have stated that validity was evolve a complicated of concept.
That is because it are more related to the conclusion according on the result of
assessment. That are more focus on the result of the speculation that make implied it.
This appraising consideration must need to be accurate and declaring the truth. The
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assessment or evaluation should not be valid, that only the assumption about this
evaluation.

4.0 Findings and discussion

4.1 Factors that influence issues of privacy and security in internet banking.
Findings from this study has suggest five factors that has influence the issue of
privacy and security in e-banking are Technology(1), Perception(2), Awareness(3),
Trust(4), Cybercrime(5).

4.1.1 Technology

According to Bauer (2005), the process in business is extremely challenging in
financial services. Banks need to introduce alternative delivery channels to attract
online users and further enhance user’s perception. Most banks have already
implemented online banking by offering their customers a wide range of online
services with greater access to information and transactions. Customer satisfaction
are growing as key of success factors in e-banking. Technology is increasingly being
used in a service organization. It is aimed at improving the quality of customer
services and delivery, reducing costs, and by standardizing core service offerings
(Ibrahim et al., 2006).

4.1.2 Perception

According to Eileen et al. (2007), customers’ perceptions are positively related to
their expectations of the service. Perception is a common thing which it is naturally
comes when it is related to human who deal with something that will give good or
bad outcomes. Hossain and Leo (2009),proved that customer perceptions of service
quality can be used as a basic instrument in order to analyse the firm’s strengths
and/or weaknesses. The perception of the customers on business or specifically in
our case; e-banking service will give the illustration of the service whether it is good
or otherwise. Perception is very important and plays a key role in determining
whether the adopters of e-banking trust and satisfy with privacy and security of
online banking and to decide whether the perception affects their choice to adopt the
e-banking.

4.1.3 Awareness

Tan and Teo’s (2000) have three aspects of consumer behaviour, which illustrates
consumer awareness of e-banking, Furthermore, subjective norms. Which illustrates
the social impact that can be affect the user's motives for using Internet banking and
ultimately, recognizing in control of behaviour, which explain the anticipation of
having the primary source for adapting to mobile banking. Awareness is an important
element to prevent any issues regarding the issues of privacy and security. Both users
and bank organisation must play their roles in order to be aware and spread
awareness to the other users and customers. Everybody have their own roles in
saving themselves from being the victim of the cybercrime.

4.1.4 Trust

According to Bhattacharya et al. (1998), researcher in various discipline have seen
trust along various dimensions. Identity analysts will in general view trust as an
individual trademark while social therapists will in general view trust from the angle
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of behavioural desires for others engaged with transactions. Economists and
sociologists will in general focus on how institutions are set up and impetuses are
utilized to diminish vulnerability related with transactions among relative outsiders..
It is proven that trust is a key middle person in each business relationship and must
be a central focus of any organization associated with administrations. (Morgan and
Hunt, 1994)

4.1.5 Cybercrime

Cybercrime is commonly referred to as a criminal activity related to technology and
computers committed on the internet. Riek et al., (2015) also proved that the
cybercrimes do gives many impacts to the systems and banks. Cybercrime do gives
many impacts to the systems and banks such as impact in financial costs and
intangible losses.Some of the cybercrime involved with criminals who taking on
specialized roles and deceive people. These attacks are made in a way to steal the
relevant information, money and other value information without leaving back any
traces of intrusion.

S. Conclusion

The main objective of this study is to explore and study the adopter’s perception on
e-banking of Islamic banks in Kota Bharu performance on the scope of privacy and
security. From the analysis, researchers come up with the conclusion that there are
several factors that need to be considered and it is the duty of banks to make sure that
customers provided with the secure systems to use the e-banking services as well as
spread the awareness throughout their customers. Not just that, the adopters of e-
banking also must have personal initiative to avoid themselves from becoming the
victim by being aware and always be cautious of any issue or problems related to
privacy and security of e-banking system. This study showed that adopters realized
that online banking provide them many benefits, for example convenience, twenty-
four hours availability, time savings and ease of conduction transactions at home.
These are some of important benefits for internet banking mentioned by adopters.
According to study’s findings, privacy and security issues have become a concern to
the adopters, not just those who have experienced cybercrime but also those who are
not. Therefore, the researcher found that perception is very important and plays a key
role for the adopters determined to adopt e-banking. Thus, their trust and awareness
of e-banking with privacy and security of online banking perception, affects their
choice to adopt the e-banking. Lastly, users of e-banking also need to be responsible
in securing their personal information and also organisation need to secure more their
privacy and security to avoid hackers to enter in bank systems. Other than that,
institution also needs to provide general knowledge that related to e-banking as an
elective subject for the knowledge and awareness for the student.
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Abstract

Islamic banking products and services not only attracts the Muslims community but
also the non-Muslims society. The purpose of this research is to examine about
Pengkalan Chepa society whether they are aware and understand about Islamic
banking products and services. In addition, aim of this study is to investigate if any
demographic factors will influence the awareness, understanding and perceptions of
Islamic banking products and services among society in Pengkalan Chepa. There are
352 respondents that consist of four main religion in Malaysia that are 50.6%
Muslims, 20.2% of Christian, 15.6% of Hindu and 13.6% of Buddhism. This
research is using the quantitative method and has been using the SPSS as a tool to
measure the relationship between independent variables and dependent variables. For
the analysis, one way ANOVA and Pearson Correlation Coefficient was used to
analyse the results. The result shows that more than half of the respondents are aware
about the Islamic banking but they do not aware about the products and services that
provided by the Islamic banking. Their understanding level towards Islamic banks
concepts are at average but they do not understand most of the Arabic terms in the
Islamic banking products and services. The perceptions of the Pengkalan Chepa
society towards Islamic banking products and services are varied among themselves.
The result of this research also gives impact to the theoretical and managerial
implication. This study provides managerial implication for the Islamic banks to
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increase the awareness of the society on the Islamic banks and recommendations for
the future research in Islamic banking.

Keywords: Islamic banking product, Muslims community, Non-Muslims society,
Relationship, Awareness

1. Introduction

Islamic financial industry now turned out to be one of the fast using businesses and
has a gigantic potential. It has been evaluated that the market size of Islamic
exchange was about $160 billion in 1997 and was ascending at a yearly rate of 10-15
percent (Islamic broker, 1997) the re-development of Islamic banking and different
gathering of Islamic money related foundations.

For endure future aggressive business condition, associations should most
likely gain an upper hand over the contenders and lift their piece of the fully
industry. Associations routinely center on improvement of new items, re- structure
the current items, and building a brand picture to help their piece of the pie. A
positive brand image is imperative for item the board and advertising
correspondence, Erenkol and Duygun, (2010). A recognized brand image will though
to be very noticeable being the most beneficial resources for any association as it
lead for having exceptional client reliability, outperforming net revenue, improved
participation and support, and upgraded promoting correspondence viability. This is
the reason associations feature on structure an energetic brand picture by building up
the brand significance in the brains of shoppers by connecting brand affiliations,
which eventually lead to higher dependability connection among clients and the
association.

Islamic banks are accommodate for both Muslims and Non - Muslims. An
Islamic Banking framework is build up to give money related administrations
dependent on Shariah consistence. Anyway the Islamic principles and guidelines for
monetary are truly open in achieve financial objectives of Islam. These monetary
objectives are incorporated tremendous rate of financial development, business,
equity, indistinguishable dissemination of riches and soundness of cash.

The fundamental contrast among regular and Islamic banking is premium
based and premium free in banking framework. In Islamic fund, enthusiasm bearing
understanding, contract returns are influenced by the change, frequently appears as
organization. Islamic banks furnish savers with monetary instruments which are
gotten from value Mudarabah and Musharakah. The dispensing courses of action,
benefits are shared among speculators and premise. A foreordained idea of benefit
and misfortune sharing is an immediate bank some portion of lender concerns with
respect to the advantages of physical capital speculation (Islamic Bank). Obviously,
customary banks are likewise worried about undertaking's potential default on
advances because of worries about benefit. Nonetheless, regular bank get the
installment of premium is called sure timeframe, and the condition is the length of it
is called, bank whether your task is an especially high-benefit or does not
legitimately influence is not exactly the rate of return. Premium based framework,
interestingly, Islamic Bank body is to concentrate on rate of profitability, since its
benefit is straightforwardly connected with the genuine rate of return.

There are different five type of Islamic banking products. Firstly is the profit-
sharing product that consists of Musharakah, Mudarabah, Qard Hasan, Wakalah and
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Hawalah. Second is the advance purchase financial product that are Tawarrug,
ljarah, Mu’ajjal and Bay Bithaman al Ajil. Thirdly, deposit products which are Qard
al-Hasanah and Wadi’ah. Next is insurance product that is Takaful. Lastly, sukuk
and also known as Islamic bond.

1.1 Research Objectives

1. To examine the understanding Pengkalan Chepa society toward Islamic
banking products and services.

2. To analyze the level of awareness of Pengkalan Chepa society toward Islamic
banking and services.

3. The perception towards Islamic banking product and service among society in
Pengkalan Chepa.

1.2 Research Question

1. Pengkalan Chepa society truly understand about the Islamic Banking
products and services?

2. What are the level of awareness Pengkalan Chepa society towards Islamic
Banking products and services?

3. Are the Pengkalan Chepa society have a different perceptions towards Islamic

Banking products and services?

2. Literature review

An Islamic Banking is been around for over thirty years at Malaysia and 60 percent
of the populations are Muslims. The outcomes shows the awareness level of
Malaysian towards Islamic Banking is adequate stage, like supported from Thambiah
et al. (2011) . In the study, it was discovered that although awareness level of
Malaysian is at an acceptable level, the level of understanding of Islamic Banking
remains low because most of the customers unaware of them due to the lack of
expert exposure. For example, a portion of the clients didn't aware about Islamic
Banking items likes Murabahah and Ijarah The impact of diminishing awareness and
use for borrowing products possibly in light of the fact that Islamic financial items
are named in Arabic term. Their outcome demonstrates that for the most part
individuals’ awareness on some broad items likes ar rahn.

The result of the study by Abdullah, et al. (2012) show that the Islamic
banking services making process among non-Muslims in Kuala Lumpur. Studies
found that the vast majority of users have Islamic Banking and conventional account,
showing that non-Muslims supported Islamic Banking around there. This shows that
Islamic banking are not simply offer to the Muslims only. Found in this study that,
non-Muslims perceptions toward Islamic Banking in Malaysia is great.

Based on Ahmad and Haron (2002) studies, the Islamic banking itself are
lacking in marketing and educating customers about Islamic banking. Even though,
100% of Muslim agree that they understand the concept of Islamic banking but the
non-Muslim still could not understand the concept of Islamic banking. A lot of
advertising campaigns are not enough to helps the lack of understanding among non-
Muslim Loo (2010).

In a research conducted by Norafifah Ahmad and Sudin Haron (2002),
(perceptions of malaysian corporate customers towards islamic banking products &
services) 65% of non-Muslim claimed that they are understanding the concept of
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Islamic banking system. On the contrary, the study also indicated that there was a
misunderstanding of the concept of Islamic banking among non-Muslim.

3. Methodology

The purpose of this research was to examine the understanding, awareness and
perception of Pengkalan Chepa society towards Islamic banking products and
services. The research design on this study was focused on descriptive studies.
Quantitative research will be approach to collect and analysing data which getting
from survey. In this study, the survey conduct by using questionnaire which will
distributed to the respondents.

The samplings that are being used in this research are citizen which can also
be divided among the race which is Malay, Chinese, Indians,others and the number
of respondents based on the table by Krejcie and Morgan (1970). We did not take
every citizen to answer since we can use the information gathered by some number
of citizen to refer to other citizen which is not selected as part of the research.

This study used questionnaire survey as a research instrument whereby it is a
common instrument which could be utilized to gather data information about this
investigation. This is because questionnaires are the most beneficial and effective
when the specialists need to work together with a huge number of respondents.
Somehow, not all respondents could give their cooperation to answer the survey
questionnaires and sometime some of them didn’t answer the questionnaire
straightforwardly thus we couldn’t get the legitimate outcome for our research. It is
out task to ensure our respondents could give us their full collaboration to finish this
research. To measure this accuracy of these research findings, validity and reliability
test, SPSS (Statistical Package for Social Science) is used as keys in the data from
respondents and finally the analysis result was presented.

4. Findings

The finding is analyse through the objective of the research that need to achieve. The
result shown, the respondents answers all the objective given by the researcher.
Based on the result, level of awareness of Islamic banking products and services it
higher. This shows Pengkalan Chepa society aware about Islamic banking. Some of
them never heard of Islamic Banking product and services might be most of them are
not customers or never involved in any transaction with Bank Islam which could be
the reason on why they never heard about the product and services. Some of them are
lack in knowledge about Islamic Banking product and services as the number of
respondents who answered no in the knowledge part most of it more than half
respondents. The most common products that the respondents are aware of are
deposits products, insurance products.

The level of understanding of Pengkalan Chepa society towards Islamic
banking is higher due to the answer higher on agree and strongly agree. Still exist
disagreement because of the respondents who disagree didn’t know and heard about
the Islamic Banking product and services and also they already know about it but
never been into the product and services itself. Most of them didn’t know the term
such as “riba” which mean interest. But there is still have a respondents who
understand the terms. This may be influenced as most of the respondents are students
or graduated students from university as they may learn about the Islamic Banking
product and services in their course in university.
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The perception of the Pengkalan Chepa society towards Islamic Banking
product and Services are good. Such as in the perception of the Islamic banking and
Conventional bank did not give the same product and services, the majority of them
answered 4 and 5 which is agree and strongly agree but more to agree. As we
mentioned before, most of the respondents may already learned about Islamic
Banking. But there is still have respondents who have a perception that Islamic Bank
only serve for the Muslim and not for Non-Muslims which lead them on answering
agree on why did Islamic Banking and Conventional Banking did not serve the same
product and services. Mostly the respondents agree that Islamic Banking had a high
capability. This show the Islamic banking can growing in the future with this good
perception although Islamic Bank is still new to be compared with the Conventional
Bank that already created 100 years before Islamic Bank. This part could be
concluding by saying the perception towards Islamic Banking is better nowadays.
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Table 1 : Respondents’ Awareness Level towards Islamic Banking in Pengkalan
Chepa
Section B
(Independent
Variable)
Have you heard of Islamic
Banking?

Yes 89.80%
No 10.20%

Have you been a customer in

Islamic banking?
Yes 63.90%
No 36.10%
Which of the following
products and services are you
familiar with?
Familiar Not Familiar

Deposit product 87% 13%
(Saving, Current)
Investment
Product 38% 62%
(special investment
account)
Financing
Product 34% 66%
(ljarah-leasing)
Financing
Product 37% 63%
(Debt-based)
Trade Finance 24% 76%
(letter of credit,banker
acceptance)
Money Market 21% 79%
(treasury bills)
Insurance
Product 62% 58%
(Takaful)
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Table 2 : Respondents’ Understanding Level towards Islamic Banking System
and Operations and respondents towards perception of Islamic Banking

Section C (Dependent
Variable)

Islamic banking is completely
serving as an alternative to 2.3%
Conventional banking system

Islamic banking is accessible

for

Muslims and as well non-

Muslims 1.1%

Islamic banking do not involve
with Riba(interest) 2.3%

Islamic banking use the profit loss
sharing(partnership) 1.7%

Returns in Islamic banking are
based on gift and profit sharing 0.3%

Islamic banking restricts major
uncertainty in all form of 2.3%
transactions

Islamic banks do not invest in

the

industries that involve with

non

halal products and services,

such 2.0%
as involve with pork, alcohol,

gambling and others

Each Islamic banks should have

a

Shariah Supervisory Board to

guarantee that all business 0.6%
exercises are in accordance

with

Shariah requirements

3.4%

4.6%

3.1%

3.1%

3.1%

2.9%

1.4%

2.0%

23.3%

12.3%

15.1%

23.4%

20.3%

24.0%

16.3%

15.7%

40.1%

38.6%

33.7%

36.0%

45.7%

38.0%

36.0%

39.1%

31.0%

43.4%

45.7%

35.7%

30.6%

32.9%

44.3%

42.6%
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Section D (Dependent
Variable)

Islamic banking products in
Kelantan are not similar to the
Conventional banking products

Profitability provided
motivated

people to deposit their money
at

an Islamic banks

Islamic banking products and
services terms are not easy to
recognise

Islamic banks have not done
enough in marketing to
promote

their products to the public

There is a very high capability
of

Islamic banking products in
Kelantan

Islamic banks distribute higher
profit compared to
Conventional

banks

2.0%

0.3%

1.7%

0.9%

0.6%

1.4%

4.3%

2.3%

6.0%

5.4%

1.4%

4.0%

26.1%

24.0%

31.4%

22.9%

26.3%

32.0%

42.0%

44.0%

35.4%

40.0%

40.6%

39.4%

25.6%

29.4%

25.4%

30.9%

31.1%

23.1%

5. Conclusion

Overall of the research show the level of awareness Pengakalan Chepa society
towards Islamic banking products and services is higher. The level of awareness are
not so much to be worried. The result from the survey Pengkalan Chepa society, it
shows the society at the Pengkalan Chepa aware about Islamic banking products and
services. For a few who are not aware it might be due to limited information in
Islamic banking. Next, for the understanding level it also high. This due to the
respondents are students or graduated students from university as they may learn
about the Islamic Banking product and services in their course in university. For the
perception, Pengkalan chepa society have a good perception towards Islamic
Banking products and services which will lead a growing of Islamic banking in the

future.
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The society of the Pengkalan Chepa should also take an action to help Islamic
banker promote the Islamic banking which can give a lot of benefit for the people
who are still not aware of it. From the awareness it will make people attract to get an
enough understanding of the Islamic Banking products and services while their
perception towards that will become better.

6. Contribution and Recommendation
Through the research, it’s contribute to the Islamic financial institution to find a way
to increase the user of Islamic banking especially non-muslims. For example by
improving their management in produce a pamphlet or more detail through the main
portal in prepared many information in term of general information or latest.
Moreover the research of Islamic banking are not as many as conventional banking.
This research could be use as a reference in the future.

In view of the foregoing, the recommendations are made:
For this study, we just focus on the awareness, understanding and perception of
Islamic Banking products and services among society in Pengkalan Chepa. The
potential research area is on the satisfaction and selection criteria towards Islamic
Banking products and services. The future researchers could try to approach the
original residents of Pengkalan Chepa as their respondents. This is because the result
that came from the respondents who are originally stay at Pengkalan Chepa will give
the strong reason why they doesn’t choose the Islamic Banking as their choice.
Furthermore, in this study, we only focus on five variables of the demographic. So
the future researchers could include more demographic variables to get the complete
overview of the respondents’ profile. It would be a good idea if the future researchers
could expend the population into the bigger numbers. They might focus on the
society in Kota Bharu to get the overview about the Awareness of Islamic Banking
products and services among the society.
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Abstract

This study is to investigate the acceptance Islamic car financing among customers in
Kota Bharu, Kelantan where this study is focusing on identifying the awareness of
Islamic car financing also in investigating whether religious obligation enhance the
acceptance Islamic car financing. This study also is to explore on how social
influences affected the acceptance of Islamic car financing. This study is a qualitative
method of study where the researcher used the thematic analysis approach. The data
is collected by in-depth interview with the respondents. Overall, the finding revealed
the bank officers responded that the customers have generally positive views of
selection factors. In conclusion, Islamic institution must explain the car financing in
details for people out there that offer tangible benefits and value to customers.

Keywords: Acceptance, Customer, Islamic Car Financing, Awareness, Religious,
Influence

1. Introduction

Malaysia is the one of the fastest growing countries in the Islamic finance industry.
Islamic bank has emerged as one of the most rapid growing industries in the last 30
years. Islamic banking has spread worldwide, and is widely accepted not only by
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Muslims, but also by non-Muslims (Lajuni et al., 2017). Islamic banking was based
on the Islamic Law as the main guideline, where the Shariah Law was followed to
conduct business with sharing profit and loss concept and prevention of interest or
Riba. The existing Islamic banking system in Malaysia has received numerous
recognitions and become references to other countries (Samail et al., 2018). Islamic
finance has grown massively since the introduction of the Islamic Development Bank
by the Organization of Islamic Countries (OIC) in the 1970’s. That has led to the
establishment of the Islamic financial system in Malaysia in 1983. By the end of
2017, the number of Islamic banks in Malaysia has expanded to 16 banks from only
2 banks in 2001 (Bank Negara Malaysia, 2017). Before the establishment of the
Islamic financial system, conventional banks play a significant role in the global
financial environment. In 2011, Islamic finance has become the fastest growing
sector in the global financial industry with about 20% growth yearly (Samail et al.,
2018).

Even though public’s knowledge on Islamic banking system has increased
considerably since the establishment of the first Islamic bank, Bank Islam Malaysia
Bhd, (BIMB) three decades ago, customers’ attitudes towards the adoption of Islamic
banking products have yet to rise at a similar pace. This is witnessed by the low
usage of Islamic banking products and services compared to conventional banking’s
among Malaysians (Yahya et al., 2017). The customer lack an understanding of how
Islamic banking works. The results further concede that majority of the respondents
are willing to go for Islamic banking if informed properly and offered better
customer experience. The results suggest that Islamic banking organizations need to
frame effective communication strategies to increase awareness among the populace
about how Islamic banking operates (Islam & Rahman, 2016).

Islamic banking operations in Malaysia have not completely diffused or
reached into the entire levels of the society compared to its mature conventional
banking counterparts. Although there are increasing statistics of Malaysian banking
clients utilizing Islamic banking products and services, most of them have not
adopted the system in total (Yahya et al., 2017). This is because, first, Islamic
banking has been misconstrued as being applicable and offered to Muslims only.
Hence, there is still a large portion of non-Muslims who are reluctant to engage in
Islamic banking services. Second, ironically Islamic banking has also been rejected
by the Muslims because of misperceptions that Islamic banking is a mere replication
of conventional banking or simply a way of “Islamising” conventional banking
products to attract the Muslim market (Mahdzan & Zainudin, 2015). The various
interpretations may confuse customers and may affect their selection of the Islamic
banking services. The common problems that customers feel uncomforted with are a
lack of transparency in products and services (Panigrahi et al., 2018). Such issues
lead to a decrease in intention to go for Islamic banking products.

The financial services provided by the banking sector play a vital role in
business activities in Malaysia. Motor vehicle financing is one of the products being
offered to the public. Due to the publics’ positive perception or belief in Islamic
banking operation, a large number of conventional banks offer the Islamic financing
product. The demand for Islamic banking system is increasing, and therefore many
conventional and commercial banks have diverted some of their operations to the
Islamic system. There is a study found out that Islamic car financing increased its
market share rapidly. Increasingly more people are attracted to the Islamic system
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compared to the conventional one. This is proven by looking at the competitiveness
effect and the market share. However, conventional car loan is still the preference for
purchasing cars in Malaysia (Razi et al, 2019). Thus, this study aims to explore
factors that contribute to Islamic car financing adoption.

The remainder of this paper is organised as follows: In Section (2) a review
of the literature of the awareness of Islamic bank system. Section (3) covers the
methodology employed, while the 4th section presented covers the findings and
discussion. The recommendations & conclusion are present in Section (5).

2. Literature Review

Muslims may be shifting towards it for reasons of faith but it is also receiving
attention in the UK, Europe, Singapore, Hong Kong, etc. The UK government has
committed itself to making London the global hub of Islamic finance, and the UK
treasury is issuing a Sukuk worth £200 million, becoming the first sovereign state
outside the Muslim world to issue an Islamic bond. Islamic financial could be
divided into four types of contracts: (1) transactional contracts, (2) financing
contracts, (3) intermediation contracts, and (4) social welfare contracts. Some
contracts are transactions distinctly different from transactions found in conventional
banking. For example, Musharakah belongs to financing contract and intermediation
and means joint venture or partnership. Under this contract, Islamic banking
institutions start a business with two or more persons. Because of the equal
partnership, Islamic banks will be able to share profits and losses among partners.
This concept is similar to equity investments in the modern economy (Nakagawa,
2009).

Mudarabah, which means profit-sharing, is under intermediation contract.
Transactions under this contract are similar to Musharakah in that Islamic financial
institutions provide capital with their partners for a project. Islamic banks will thus
be able to earn profits from the project; however, one difference between
Musharakah and Mudarabah is that under a Mudaarabah contract, Islamic banks
must bear all losses. The other contract, Murabahah (cost-plus sale) is a contract of
the second type. Under Murabahah, an Islamic bank purchases goods on credit at the
request of their customer. Then, the goods are sold to the customer at the purchased
price plus the costs of the bank (presented as a-margin of the bank in. Murabahah is
often utilized for purchasing durable goods, such as a computer or a car. Similarly, if
the goods are purchased under a deferred payment sale, Bai’ Bithaman Ajil is
applied. This contract belongs to transactional contract and is often utilized for
housing or automobile financing.

Awareness

Jameel (2017) indicated that, customer have good in awareness and attitude toward
Islamic banking products and it cause many people motivated to change from
conventional bank to Islamic banking. In most Muslim countries, awareness is one of
the main factors that make Islamic bank product widely available worldwide.
Awareness comes when people understands and motivates to make decisions based
on the advantages and disadvantages of a subject. A large gap in awareness is
decreases year over year and Islamic banking is increasingly foreign and perceived
as a practical reality rather than a theoretical idealism. In India, lack of awareness
does not affect the Muslim population in choosing Islamic banking products. They
are willing to choose Islamic banks if the product offered is as convenient as
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conventional banks and the public believes in the use of Islamic banks (Islam &
Rahman, 2017).

Kaabachi & Obeid (2016) discovered, the level of awareness from customers
in Tunis is low because they do not fully understand the concepts from Islamic
finance. Customers do not have knowledge because efforts to market their services
and products are insufficient for Islamic banks. This shows that Islamic banks need
more marketing initiative such as boosting promotional activities. Meanwhile,
Buchari (2015), indicated found various understanding level of awareness of the
Islamic banking products. The customers’ awareness of Islamic banking products in
Pakistan and Turkey are perfectly astonishing in some of the products such as current
and time deposit accounts. However, a number of the Islamic financial products such
as Murabaha and ljara, are often not aware among the customers. Additionally, the
customer awareness of the Islamic banking products and services through its
accessibility and customer satisfaction is high either at the fully-fledged Islamic
banks or dual-window banks operating in Pakistan. The customers are less focus to
religious belief in banks’ selection process. Eventually, the products’ concepts and
excellence of services are the less significant factors in selecting Islamic banks
(Buchari, 2015).

Religious Obligation
Religiosity plays an important part in influencing people and it relate with life and
ethics. Then, Othman & Fisol (2017) stated that the religion have positive
relationship with life satisfaction. The commitment in religious comes from
educations or close people in certain activities to influence individual participate.
This shows that, the factor for customers to choose Islamic bank products for Islamic
personal financing is religious obligation because to Shariah compliance. According
to Lajuni etc (2017), religious obligations had an impact on the use of Islamic
financial products. Islamic banks must follow the values of Islamic principles when
offering Islamic personal financing to influence consumers using Islamic personal
financing. A factor that can influence individuals in cognitively and behaviorally is
religion because religion can control a person's attitude and behavior.

The factors to choose a bank not only involve by religion and emphasizing
that the prospects for targeting religion will no longer thrive (Bodibe etc, 2016).
There are also barriers to use Islamic banks due to religious conflicts. This indicates
that there are some factors such as social influence. It also suggests that instead relay
on religious obligations as a factor in attracting customers, but they should focus
more on provision of quality and efficient services. It also proposes to deliver on
religious responsibility as a factor in attracting customers, but they should focus
more on providing quality and efficient services (Maamor, Rahman, & Hamed,
2016). Thus, both religious and economic are significant patronage factors among
Malaysian corporate customers towards Islamic banking product.
Furthermore, significant effects towards the usage of Islamic banking products on the
individuals were the government support, religious obligation. Religious obligation
and pricing of Islamic banking products were the individual’s intention choosing
Islamic products. The religion is the most important factor for the usage of Islamic
banking followed by “convenience” and “traditional services”. From that, the
importance of religious factors was affecting bank customers’ banking preferences
(Ali & Chin-Hong, 2015).
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Social Influences

The term social influence refers to subjective norm or normative pressure. It can be
defined as one’s perception that those who are important to her or him should or
should not perform the behaviour and motivation to comply with particular reference
(Ibrahim etc, 2017). Behaviour is an individual's attitude or identity also influenced
by external factors or people around such as friends or family. Hamzah et. al, (2015)
detailed that to form an intention it must be adopt on their beliefs by specific
behaviour about adoption values. Social influences not only influence an individual's
behaviour but it also can influence the opinion of others with reasonable attention.
Social influences are defined by the decisions of individuals affected by their social
environment such as their family, friends and people (Echchabi et al., 2015). The use
of Islamic banking products is perceived a social influence. Behaviours can be
classified as behaviours that are formed through community groups. This matter is
determined by the normative belief that assesses social pressures on the individual's
particular behaviour (Ibrahim et al., 2017). The meaning of the subjective norm as
the individual's perception is important to translate the idea of an individual in
behaviour that must be done.

It is also classified as peer pressure. It refers to whether the person who
participates or intends to participate in such behaviour is strongly influenced by those
around them or not. These people may include partners or friends, family,
colleagues, community leaders and other notable people. Almost every day of one’s
individual will influence by opinions, deeds and advices of other peoples. Subjective
norm is defined as a person's perception of the people most important to him that
people should or should not do to his behaviour. Subjective norms refer to the
individual's perception of social pressure around him in performing or not
performing certain behaviour. Subjective norms allude to the person's view in
regards to probability of the potential referent gathering or people to engage in or not
in behaviour. The researcher expressed that friends and family could be the
specialists to affecting person's response relating to Islamic pawnshop facilities use.
The researcher found subjective norm to be associated with the level of acceptance of
diminishing partnership and in fact, the subjective norm was found to be a more
influential predictor of intention to use Islamic financing than attitude (Ibrahim et al.,
2017).

3. Methodology

Research Sampling

The population chosen in this research is the informant from bank officers in Kota
Bahru, Kelantan. Researcher chooses this population because it is only applicable to
get information from the employees that are considered to handle Islamic vehicle
financing. Therefore, the researcher conducts a qualitative method via in-depth
interview-with bank officers. The researcher chooses the selected informant as it will
be easier and effective for the researchers to collect data needed to complete the
investigation as the bank officers are most likely and probably managed Islamic car
financing.
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Data Analysis Method

The biggest challenges in acquiring data is during the learn phase, there will reveal
insights and challenges that lead to research question development which often
provide clues to potential interventions. According Braun and Clarke (2006),
thematic analysis can be applied for this research which this method for identifying,
analysing and reporting patterns within data. It describes the data set in detail and
also often goes further than this and interprets various aspects of the research topic
(Braun and Clarke, 2006). Furthermore, thematic analysis is used to analyse
qualitative information and to gain knowledge systematically and empathy about a
person, an interaction, a group, a situation, an organization or a culture (Braun and
Clarke, 2006). In addition, this method also helps researcher to develop deeper
appreciation for the group or situation they are researching. Lastly, researchers can
determine the broad patterns that will allow them to conduct more research and
analysis by using thematic data (Nowell et al., 2017). The process of data analysis is
summarized in Figure 1.
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~N
Phase 1

Famliarizing Yourself with Your
Data

/

*Prolong engagement with data

* Triangulate different data collection modes
*Document theoritical and reflective thoughts

* Documents thoughts about potential codes/themes
»Store raw data in well-organized archives

*Keep records of all data field notes, transcripts, and
reflexice journals.

J

Phase 2
Generating Initial Codes

*Peer debriefing

*Researcher tringulation
*Reflexive journaling

*Use of a coding framework

* Audit trail of code generation

*Documentation of all team meeting
debriefings.

and peer

~N

*Researcher triangulation.
* Diagramming to make sense of theme connections.

*Keep detailed notes about development and hierarchies
of concepts and themes,

VAN

Phase 4
Reviewing Themes

Phase 5
Defining and Naming Themes

J
N
*Researcher triangulation.
* Themes and subthemes vetted by team members.
* Test for referential adequacy by returning to raw data.
J
\

*Researcher triangulation.

*Peer debriefing.

*Team consensus on themes

* Documentation of team meetings regarding themes
* Documentation of theme naming

\.

Phase 6
Producing the Report

\
Phase 3
Searching for Themes
J

* Member checking

*Peer debriefing

*Describing process of coding and analysis in sufficient
details

* Thick descriptions od context

* Description of the audit trail

*Report on reasons for theoretical, methodological and
analytical choices throughout the entire study

~N

J

Figure 1: Phase of Thematic Analysis as proposed by Braun and Clarke (2006)
and modified by Nowell et al., (2017)
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4. Findings and Discussion
THEMES BANK1 | BANK2 | BANK3 | BANK4 | BANKS5 | BANK 6 | TOTAL
Awareness / / / / / 5
Religious / / /
Obligations
Social / / / 3
Influences
Total 1 2 2 2 2 2 11

Table 1: Participants and Themes Distributions

The table 1 shows themes distribution results which consists awareness, religious
obligations and social influences. The themes of awareness were decided by five of
six participants. Next, half of participants agreed with religious obligations and social
influences as the factor of choosing Islamic car financing.

The researcher discovered that the awareness had major factor of acceptance
Islamic car financing among customers. Participant 2 indicated that “They
(customers) prefer hundred percent Islamic banks... Most in Kelantan know that they
(customers) want Islamic banks (to apply Islamic car financing).” It maintained by
Participant 3 as “Many of them (customers) know about it (Islamic financing) but
based on their own awareness (to choose Islamic car financing).” Awareness
motivates the customers for choosing Islamic car financing which could attract
potential customers to accept Shariah compliance products. Besides, several
customers who have adopted conventional loans have asked to convert to Islamic
financing. It supported by Participant 4 who detailed that “Sometimes customers
requested Islamic financing... Mostly, customers choose AITAB (Al-ljarah Thumma
Al-Bay) because (it) under Islamic financing.” Consequently, self-awareness
becomes initiative to get in-depth information and understanding about Islamic car
financing.

Afterward, the religious obligation plays the role to customers for choosing
Islamic car financing. The findings show that religious obligations are significant
determinants of the intention to consume Islamic car financing. Participant 1
indicated “But actually when Muslim customer always wants any products (Islamic
financing) as long as it is Islamic (Shariah compliance)... If we offered credit card
that are not Islamic (conventional), they would refuse to take it... The customer
directly wants Islamic financing.” Participant 3 reported that the people prefer
Islamic car financing “...because of Islam... That is our responsibility (to choose
Islamic financing) as a Muslim.” The potential reason is customers know their
responsibility as Muslims to choose Islamic car financing. They strongly believe that
religion is the only reason why people supported the Islamic car financing. In fact,
this factor could lead to influence the decision of the customers to choose Islamic car
financing rather than conventional car financing.
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Finally, the researcher initiates that social influence is one of the factor for
choosing Islamic car financing. They choose Islamic car financing because of
influenced by family members and friends who also employ Islamic financing
before. This argument is supported by Participant 2 who specified that “Usually they
(customers) choose because based on (their) parents.” Too, Participant 5 agreed that
“Mostly, the people (customers) prefer Islamic car financing because their parents
adopt it.”

Meanwhile, there were influenced by friends also make them to choose
Islamic car financing. This shows that friends play a foremost part in their behavior
as a reference or model to form their personality. As suggested by Participant 6
“There are parents who use AITAB, their children also want to use it... Not just
advertising (Islamic financing) but influences from friends and family. Because other
people (customers) don't even realize this ad." So, the researcher stated that friends
and family members are agents to influence the individual’s reaction pertaining to
apply Islamic car financing. It shows that social influence is the mechanism by which
peers influence individual’s behavior and attitudes to choose Islamic car financing.

S. Conclusion and Recommendations

In conclusion, this study indicates that are awareness, religious obligation and social
influences from customers having major factor with acceptance Islamic car
financing: There are several recommendations to improve the awareness and
knowledge besides to expose the existing Islamic car financing among customers in
Kelantan. Firstly, the Islamic banks should target its marketing mix towards this
category which are 25 years above because this age category desires to purchase their
own car. This technique will ensure the attraction job market entering people towards
Islamic bank products or services and also retention of the people who are likely to
remain long-term loyal customers. Secondly, Islamic banks need to attempt specific
approach to familiarize its customers with all its existing Islamic products or services
as well as introducing new products. So, Islamic banks should promote and advertise
the information by sharing the brochure, through social media or forum regarding
Islamic products or services. This would make people able to expose and more aware
about the existence of Islamic products or services. Thirdly, the banks should remain
highly dedicated to Islamic principles based on Shariah compliance. Religious
principles remain the people’s preference for choosing Islamic products. Any
attempts to introduce any products or services, it should be thoroughly explained on
the basis on Islamic principles and should be checked for customers’ acceptance.
Muslim customers also believe that if they take Islamic products, they will get
blessing from Allah S.W.T in future. Then, social influences are significant factor and
jointly responsible in determining the intention of choosing Islamic car financing.
Therefore, Islamic banks should rise its attention towards social influence through
car dealer, agent, staff and many more. Islamic banks need to do forum or class about
Islamic products. From that, they able suggest to the customers to choose Islamic car
financing and express the customers about the benefits to use this services that
provide by Islamic banks. The Islamic institution must explain the car financing in
details for people out there that offer tangible benefits and value to customers. That
can give ability for Islamic institution to grow up more in future.
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Abstract

This study aims to examine the understanding of Sukuk among Islamic banking and
finance student in Universiti Malaysia Kelantan. The problem statements in this
study is the Understanding about Sukuk among Islamic Banking and Finance students
(SAB) in the Universiti Malaysia Kelantan (UMK) is still low. While banking
students are taking on subjects related to Sukuk, most students do not take seriously
in learning about Sukuk, although during lecturer learning process have been told
about Sukuk. It is often misleading by students SAB with Sukuk and conventional
bond. The objectives of this study are to identify relationship of the understanding of
Sukuk among Islamic banking and finance student in Universiti Malaysia Kelantan
through of awareness, knowledge, and attitude. The method use in this research is
quantitative method. Our population is 775 students and our sample size is 278
students from SAB students’ year 1 until year 4 students 2019/2020 session. The data
collection has collected through distribution of questionnaire through Google Form
to the respondents. By using Pearson’s Correlation Coefficient Analysis, Multiple
Regression Analysis and Reliability Analysis the result shown that, the study
concludes the assumptions of significant positive result the understanding of Sukuk
among Islamic banking and finance student in Universiti Malaysia Kelantan.
Therefore, the findings of this research are useful in to measure the understanding of
Sukuk among Islamic banking and finance student in Universiti Malaysia Kelantan.
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1. Introduction

Sukuk are financial instruments similar to bonds and stocks that comply with Islamic
law. Since its inception in 2002, the Sukuk market has experienced dramatic growth
rates that have attracted investors, analysts and researchers. Sukuk are used to raise
funds for investment in ways that are in line with Islamic principles. Since some
Sukuk are similar to conventional bonds, they are often called "Sukuk". However,
there are major differences between Sukuk and conventional bonds.

The most important, the Sukuk structure needs to adhere to shari'ah religious
principles. In process, Shariah advisory boards are usually set up and referred to to
ensure that the structured Sukuk adheres to Islamic principles. The whole principle of
Islamic finance is that transactions should be based on real productive economic
activities. Most monetary or speculative transactions are prohibited. In particular,
there are five prohibited activities that Sukuk should avoid such prohibition against
unjust enrichment (riba), prohibition against gambling or speculation (maysir),
prohibition on unnecessary risk (gharar), prohibition against taking unfair advantage
(jahl) and prohibition against corruption (rishwah).

Under Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) defined Sukuk as being “certificates of equal value
representing undivided shares in ownership of tangible assets, usufruct and services
or in the ownership of the assets of particular projects or special investment activity.”
There are three conditions for Sukuk to be considered in compliance under Shariah
law. First, the certificate must represent ownership in tangible assets, usufructs or
services from the income generating firm. Second, payments to investors come from
subsequent tax benefits and thirdly, the value of repayments at maturity should be
based on the current market price of the underlying asset and not the amount
invested.

2. Literature Review

2.1 Definition of Sukuk

Sukuk is the plural of “sakk” which means to strike or to hit; the meaning is related
to striking one’s seal on a document. ‘Written document’ is the meaning if it is
translated literally. The term of Sukuk can be seen as an Islamic equivalent of bonds
that is now has been used for financial certificates. Sukuk are securities that comply
with Shariah rules and regulation, Shariah principles which prohibits the charging of
interest is based of its investment, which mean there is not an interest in profit of
Sukuk, but it is generated from the performance of the underlined assets. Islamic or
the Shariah compliant bond, or Islamic investment certificate is the technical
meaning of Sukuk.
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2.2 Understanding of Sukuk

Islamic banking products and services have not done enough in educating customers
and marketing their products. For example, more than 65 per cent of the respondents
indicated that they had limited knowledge in Islamic banking system. Similarly,
despite the fact that the Bank Islam Malaysia Bhd had gained footing since 1984 and
that the Interest-Free Banking Scheme was launched since 1993, the majority of the
respondents started having banking relationship with this system only four years ago.
This lack of marketing effort among the providers could be the contributory factor
towards the smaller market share of Islamic deposits and loans against total loans and
deposits of Malaysian banking system (Afifah & Sudin, 2002).

Sukuk are financial instruments similar to bonds and also shares that are
compliant with Islamic law. Since their inception in 2002, Sukuk markets have
experienced dramatic growth rates attracting the attention of investors, analysts and
researchers alike.There are three requirements for a Sukuk to be considered in
compliance with the Sharia law. First, the certificates must represent ownership in
tangible assets, usufructs or services from revenue-generating firms. Second,
payments to the investor come from after-tax profits and third, the value repaid at
maturity date should follow the current market price of the underlying asset and not
the original invested amount. Sukuk comes in many different forms, as financiers are
not restricted to create their own variations.

23 Knowledge

Knowledge can be acquired from many sources and the level of its quality and
reliability varies. These include proper education provided by university courses,
forums and symposium and training workshops. Other than proper education would
be the knowledge derived from the teachings of parents, relatives and friends (Keller,
1987; Lee, 1999). Islamic perspective shows that knowledge is important in Muslims
life. The Holy Quran 6:119 explains that knowledge is crucial in decision-making to
differentiate halal and haram. It was also strengthening by the first word delivered to
the Prophet, which is Iqra’ means read to learn and understand better.

24  Attitude

The attitude can be defined as a mental or neural state of readiness that organized
through experience, exerting a directive or dynamic influence on the individual’s
response to all object and situation to which it related (Allport 1935). Act in a
particular manner due to individual’s experience and knowledge is a simple
definition of attitude. In Bahrain, Metawa and Almossawi (1998) religious beliefs
and profitability was paramount aspect in identifying the attitudes of Islamic banks’
clients.
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2.5  Awareness

Then, according to Ali Safari, Reza Salehzadeh, Razieh Panahi, Samaneh
Abolghasemian (2017), awareness is defined as a subjective ability to recognize and
pay attention to the presence of object and its characteristics. The precise moment at
which individuals become aware is when they express their opinion and will in
relation to an object. Fiske and Taylor (2008) stated that awareness is a cognitive
process related to an individual’s ability to recognize the object and understand what
it is and what is it used for. This means that the students need to have at least a
contact or glimpse with the objects which refers to Islamic bond (Sukuk), so that he
or she is familiar with certain characteristics of the instrument. Awareness of a Sukuk
does not occur suddenly or spontaneously.

2.6 Conceptual Framework

ATTITUDE

UNDERSTANDING OF
SUKUK > AWARENESS
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3. Research Method

3.1  Research Design

Quantitative data collection and qualitative data collection are the two basic types of
data collection. In this study, the researcher has chosen the quantitative data
collection to be used. Quantitative data are data that can be expressed as a number or
quantified. Therefore, numbers have been used in quantitative data collection to
assess information. Statistical analysis will be used to further evaluate the
information and enable the researchers to analyse and interpret the data
meaningfully. This study also used descriptive research method.

Quantitative data is being used for this research paper because the
understanding of Sukuk is very objective which means it is measurable as compared
to qualitative data, which is very subjective. Tests theory can be used for quantitative
data in order to determine the cause and effect relationships easily. Besides that, data
particular to the independent variables can be obtaining directly from the respondents
through research instrument that is being used. Therefore, this study will be using the
obtained quantitative data to analyse the results of the variables involved.

3.2 Sampling

A sample size is a subset of the population and number of units that were chosen
from data that were gathered. By studying the samples, the researcher should be able
to draw conclusion that are generalizable to the population of interest. This data is
collected from the survey to the Islamic Banking and Finance students through the
questionnaire that study about the understanding of Sukuk. Researchers selected the
Islamic Banking and Finance students as the respondents in our research because
only this students who had studied Sukuk in the subjects’ syllabus in Universiti
Malaysia Kelantan and they are the young practitioners.

3.2.1 Simple Random Sampling

Simple random sampling is a basic sampling technique where we select a sample
subject group to learn from a larger group of populations. Each individual is
completely randomly selected and each resident has the same opportunity to be
included in the sample. We choose this sampling design because to ensure that every
year of study of students from Islamic Banking and Finance have an equal chance to
be selected as respondents. Every possible sample of a given size has the same
chance of being selected. The sample size is estimated about 300 students that
representative from the population in this research. From Krejcie & Morgan (1970),
the table determine the sample size of population must be minimum 260 from the
population of the Islamic Banking and Finance students that is 775 students.
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Table 1: Krejcie & Morgan (1970) table to determine sample size of a known

population
N S N S N S N S N S
10 10 100 80 280 162 800 260 2800 338
15 4 110 86 280 1635 850 265 3000 341
20 18 20 o2 300 169 200 269 3500 346
25 24 130 o7 320 175 950 274 4000 351
30 28 140 103 340 181 1000 278 4500 334

35 32 150 108 360 186 1100 285 5000 357

60 52 200 132 460 210 1600 310 10000 370
65 36 210 136 4380 214 1700 313 15000 375
70 59 220 140 500 217 1800 317 20000 377
75 63 230 144 550 226 1900 320 30000 378
80 66 240 148 600 234 2000 322 40000 380
85 70 250 152 650 242 2200 327 50000 381

%0 73 260 155 700 248 2400 331 75000 382
95 76 270 159 750 254 2600 333 1000000 [ 384
Note: N is Population Skze; S is Sample Size Sowrce: Krgjcie & Morgan 1970
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3.3  Data Collection

In this research we collected the data directly from the respondents and thus it was in
the category of primary data. Primary data are collected from the Islamic Banking
and Finance student in Universiti Malaysia Kelantan. The sample size of study was
260 based on table 1 but we manage to take 276. We set up the questionnaire and a
list of survey questions and distribute by two ways, by using Google form and by on
field we approach respondents personally and randomly among the targeted group in
the campus randomly among the targeted group.

3.4  Data Analysis

After distributing all the questionnaires, the data obtained we need to analyse each
data to get the results of the study. Then the data is key in are going to analyse by
using Statistical Packages for the Social Sciences (SPSS) methods. This purpose of
using these techniques is for used for statistical analysis to the research
questionnaire. It helps us to know and understand the result from your study in
details and all the about required details or information that help to put that in
perspective. Then, researchers analyse the respondents’ demographic, descriptive
analysis, Pearson's Correlation to find out the results in detail.
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4. Findings And Result
Age of Respondents
Cumulative
Frequency | Percent | Valid Percent Percent
Valid 20-21 years old 66 23.7 23.7 23.7
22-23 years old 157 56.5 56.5 80.2
24-25 years old 54 19.4 194 99.6
26 years old and above 1 4 4 100.0
Total 278 100.0 100.0

old.

Analysis of respondents’ age had shown table above. These indicated most of
the respondents were into the age range from 21 to 22 years old which 157 (43.7%),
followed by 147 ( 40.9%) from age of 23 to 24 years old and above and 55 (15.3%)
were 19 to 20 years old. Most of the respondents was age range from 21 to 22 years

71|Page




Proceedings of Entrepreneurship and | 2020

Business
Year of study
Cumulative
Frequency | Percent | Valid Percent Percent

Valid Year 1 50 18.0 18.0 18.0

Year 2 95 34.2 34.2 52.2

Year 3 72 259 25.9 78.1

Year 4 61 21.9 21.9 100.0

Total 278 100.0 100.0

Table above had shown analysis of respondents’ year of study. These
indicated 50 (18%) of the respondents were from year 1, followed by 95 (34.2%)
were from year 2, 72 (25.9%) were from year 3. Lastly, 61(21.9%) were from final

year students.

Education level before

Cumulative
Frequency | Percent | Valid Percent Percent
Valid STAM 115 41.4 41.4 41.4
Matriculation College 102 36.7 36.7 78.1
Diploma 61 219 219 100.0
Total 278 100.0 100.0

Analysis of respondents’ previous academic background had shown on the
table above. These indicated 115 (41.4%) of the respondents from STAM/STPM
qualification, 102 (36.7%) of the respondents were from Matriculation qualification
and 61 (21.9%) of the respondents from Diploma qualification.
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Correlations
Behaviour Knowledge Awareness Attitude
Behaviour Pearson Correlation 1 .890” .899” .823”
Sig. (2-tailed) .000 .000 .000
N 278 278 278 278
Knowledge  Pearson Correlation .890" 1 .892" .846"
Sig. (2-tailed) .000 .000 .000
N 278 278 278 278
Awareness  Pearson Correlation .899™ .892” 1 .878"
Sig. (2-tailed) .000 .000 .000
N 278 278 278 278
Attitude Pearson Correlation .823" 846" 878" 1
Sig. (2-tailed) 000 .000 .000
N 278 278 278 278

**. Correlation is significant at the 0.01 level (2-tailed).

4.1 Pearson Correlation between Independent Variables

In the table above, it has shown the result of correlation coefficient for all variables
related which were knowledge, awareness and attitude. The correlation coefficient
between knowledge and awareness give high positive relationship with the value
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0.892 in order that influenced the students understanding of Sukuk while the
relationship between knowledge and attitude was also high positive relationship with
the value 0.846. Next, the relationship of correlation coefficient between awareness
and attitude also high positive relationship with the value 0.878 in order to influence
the students understanding of Sukuk. Besides, the relationship between the
independent variables and dependent variable were high positive relationship. All of
the independent variables had positive Pearson correlation coefficient and the result
shown on the attitude was get 0.823 which was the lowest than other variables.
Another the highest result of Pearson correlation coefficient was awareness that got
0.899 and the moderated relation was knowledge at the value 0.890. All of these
correlation coefficient were significant at 0.01 level (2-tailed).

S. Recommendations

This research has examined the understanding of Sukuk among Islamic Banking and
Finance students in Universiti Malaysia Kelantan. The objectives of the study were
to examine the relationship between the understanding of Sukuk among Islamic
Banking and Finance students in Universiti Malaysia Kelantan through awareness
among the students, to investigate the relationship between the understanding of
Sukuk among Islamic Banking and Finance students in Universiti Malaysia Kelantan
through knowledge among the students and to investigate the relationship between
the understanding of Sukuk among Islamic Banking and Finance students in
Universiti Malaysia Kelantan through attitude among the students. This research had
shown that the variables of the study which are awareness (independent variable),
knowledge (independent variable) and attitude (independent variable) were
significantly correlated with behaviour (dependent variable).

Furthermore, researchers encourage future research to widen the respondents
involved from various education institutions that could probably started within
Kelantan first and then continue to extend the research to the other parts of Malaysia
as a whole. This would uplift and enhance the quality of the findings that would be
beneficial for our education industry players to regroup, re-plan and re-evaluate the
current practices and framework of education for the betterment of quality education
highlighted in the Sustainable Development Goals by United Nation.
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6. Conclusion

Sukuk is an Islamic financial product that had been provide to all people. Sukuk is
similar to conventional bond but the conventional bond is not Shariah compliance.
The main purpose of this study was to find out the understanding among Islamic
Banking and Finance (SAB) students in the Universiti Malaysia Kelantan (UMK)
City Campus. Even there are many study have been conducted to determine the
understanding of Sukuk in citizen, hopefully this research will improve more about
the learning system at both public and any university in Malaysia too. This study
found that student’s behaviour and attitude learning was most dominant factor
affecting the understanding of Sukuk among SAB students in UMK City Campus.

The theoretical framework and research design have been designed in this
research, in order to achieve the research objectives. Based on the result, the positive
significant have figure out from relationship with dependent variable and three of
independent variable. The dependent variable was the understanding of Sukuk and
the three significant positive of independent variable were student knowledge,
awareness and attitude. This relationship of the variable is accepted and give a
positive significant.

In conclusion, researchers hope that this research will give positive
opportunities and also new ideas in terms of renewal and also improve to the all
universities and education industry in learning about the understanding of Sukuk and
try to practicing it because this product is Shariah compliance.
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Abstract

The aims for this research is to identify the relationship between factors that
influence customer satisfaction and awareness of takaful and insurance among staff
University Malaysia Kelantan (UMK) City Campus. The factor of customer
satisfaction and awareness consists of three indicator which are knowledge, attitude
and motivation. The research design of this study is used by quantitative approach, as
the researchers use the questionnaires to collect the data. 103 questionnaires will be
distributed to the staff of University Malaysia Kelantan. IBM SPSS Statistics version
22 was used to analyse the data after collected from the respondents. Furthermore,
reliability test, descriptive statistics and Pearson Correlation were used to analyses
the data after the data collection. After analysed the data, the result that the
researcher get from all analysis that was performed, only one independent that affect
the dependent variable which is knowledge. Meanwhile, for the other two variables
which is attitude and motivation, they are not compatible with dependent variable.

Keywords: Customer Satisfaction; Awareness; Takaful; Insurance
1. Introduction

In 1983, Islamic insurance, also known as fakaful, was established to complement
Bank Islam Malaysia Berhad's operations to become more complex at that time. The

79| Page



Proceedings of Entrepreneurship and | 2020
Business

establishment of takaful provide direct Islamic people to support Islamic products as
opposed to conventional products that require the protection of shariah-compliant
Islam. Tan Sri Datuk Ahmad Ibrahim presented a paper for "Towards an Islamic
System" in February 27" 1982 to set up a Special Task Force to study the
establishment of takaful industry in Malaysia.

In the al Quran that has been a reference in an Islamic insurance policy model
which emphasizes the fundamental principles of mutual cooperation and solidarity
by Maysami and Kwon (2012). From Omar and Dawood (2000), administrator isn't
selling and take an interest isn't purchasing any hazard inclusion which implies that
the hazard in takaful is not exchanged by way of contribution payment made to
operator.

According to section 2 of the takaful act 1984 of Malaysia defined as a
scheme based on brotherhood, solidarity and mutual assistance which provides for
mutual financial aid and assistance to the participants in case of need whereby the
participants mutually agree to contribute for that purpose. Shariah compliant
insurance also can define as takaful. In section 2 of the takaful act 1984 mentioned
takaful business mean business who aims an operation do not involve any element
which is not approved by the shariah.

In Malaysia, insurance company were set up since 1960 which was
established make residents more familiar with conventional insurance compared to
Islamic insurance which have same benefits plus Islamic insurance product was
shariah compliance. Basically concept in takaful was almost same in Insurance
system but there are several differences between them. This differences can be seen
with the attractiveness of different customers towards these two products.

2. Literature review

2.1 Takaful

Takaful is defined as an agreement based on mutual assistance under which takaful
participant agree to contribute to a common fund that provides mutual financial
benefits payable to the takaful participants or their beneficiaries on the occurrence of
pre-agreed events by IFSA (2013). Takaful also promote mutual aid and unity among
participants of takaful is the concept of ta’awun in takaful. According to Anwar
(2008), the concept of mutual cooperation of takaful when insured is also the insured
that will share the profit or loss of the institution to which they are paying of the
contribution. According to Ali et al. (2008), takaful generally means joint guarantee.
This means that if something happen like an accident then a group of takaful
participants will agree to reciprocally guarantee each other financial terms. Ayinde
(2012) stated that Malaysian seem are willing to adopt takaful depending in terms of
the knowledge and awareness of takaful among Malaysians.

2.1  Insurance

Insurance is a form of management risk especially for guarantees against the possible
risk of financial loss. It also as a primarily for security against the possible loss of
money. It is implemented through exchange of payments or sell and sell for care and
guarantees to avoid a loss large ones that would be avoided and protected by clients.
Conventional insurance is a one of the insurance part. According to Tahira and
Arshad (2014), conventional insurance is the funds pooled from larger of policy
holders are reinvested in interest bearing instruments. Conventional means usually

80|Page



Proceedings of Entrepreneurship and | 2020
Business

being done or being practice. Conventional also refers to business transaction based
on common practice not according to shariah system which is not non shariah
compatible which stated by Rahman (2008).

2.3  Customer satisfaction

Customer satisfaction is one of the factor that influenced to give improvement and
feedback from customers to the company. According to Borah (2012), customer
satisfaction is assessed services provided by private life insurance company in Assam
and concluded that dimensions of tangibility, accessibility and understanding had the
maximum impact on customer satisfaction. In takaful industry, customers are willing
to pay the best premium to buy policies because they are feels comfortable, and their
trust to the products and services is high. According to Rai and Sarsted (2013), these
studies have agreed that corporate image has a positive effect on the value viewed
and customer satisfaction.

2.4  Awareness

According to Swiss Re (2014), enhancing takaful awareness among individual users
is having a big challenge. In creating values of awareness and interests in individuals
regarding to the takaful time-consuming and take a long period. The researchers
noted that a person level of education can affect or cause toward awareness on the
concept and principle of takaful. Besides that, Panjamorthy (2014) stressed that many
Malaysians did not know the protection of takaful and the reality 90% of Malaysians
do not have takaful coverage while 42% of those Malaysians are interested and have
insurance coverage that is from conventional companies.

2.5 Knowledge

Sowell T (1996) stated that knowledge involves in both data and the relationships
among data elements or their sets. Based on Billah (2007), the participant and takaful
operator are using concept helping each other financial protection. Muslim’s level of
knowledge on takaful, perception of takaful which influenced their personal financial
choices and religious factor that comply with Shariah concept into the Muslim’s
preferences. A clear understanding about takaful is important to make sure Muslim
choose takaful.

2.6  Attitude

Eagly and Shelly (2007) stated that attitude as “a psychological tendency that is
expressed by evaluating a particular entity with some degree of favour or disfavour”.
According to Sarah (2019), each individual has different characters from one
another. These differences relate to behaviour, in which one's behaviour is influenced
by the culture he receives from his environment. So the behaviour of the customer
will make them know either choose conventional insurance or takaful.

2.7  Motivation

In addition, according to Guay (2010), motivation is refers to the motivation that give
energetics to by individual attentiveness, enjoyable and is usually various from
extrinsic motivation which is operated by strengthening eventuality. The level of
their self being motivate will drag to make a chosen of takaful product. It also will
affect their awareness to takaful.
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3. Conceptual Framework

Figure 1 showed that the independent variable (IV) and dependent variable (DV) of
this study. The independent (IV) as the factors that can influence the customer
satisfaction and awareness on takaful and insurance among staff UMK, while the
dependent variable (DV) as the result in preference of their satisfaction and
awareness. There are three independent variable (IV) that will be examined in this
study which are knowledge, attitude and motivation.

Independent Variables Dependent Variables
Knowledge
Attitude Customer satisfaction
\ and awareness on
Takaful and Insurance

among staff UMK

Motivation /

This study uses an empirical approach focusing on a quantitative
methodology. By implementating a quantitative approach, the raltionship between
knowledge, attitude and motivation of customer satisfaction and awareness of takaful
and insurance can be exposed. The population may be all the individuals of a
particular type or a more restricted part of that group. The target population consisted
of staff of academic and administration of University Malaysia Kelantan of City
Campus. The population of staff in UMK, City Campus is 374. Normally, people that
grouped in B40 that received below than RM 3000 per month may not intention
towards takaful and insurance product. Normally, people in group of M40 and T20
with average income RM 6275 and RM 13,148 may have intention of product takaful
and insurance. Thus, the targeted respondent of this study is UMK staff with income
above than RM6275, whereas around 38% staff at UMK Pengkalan Chepa received
monthly income above that RM 6276. That equal to 140 staffs obtain from table of
Krejeje and Morgan (1970).

3.1  Research Design

The purpose of this study is to find and examine the customer satisfaction and
awareness of takaful and insurance among staff. This study used the quantitative
approach is found to be more appropriate for this study because it is the primary data.
According to Hamza Alshenqgeeti (2014), quantitative research is focuses on
statistical analysis of numerical data collected through the use of large-scale survey
research, using methods such as questionnaire or structured interview. The method
use in this study is to identify the staff satisfaction and awareness on insurance and
takaful. Questionnaire are commonly used to collect quantitative data by asking
respondents to report attitudes, motivation, knowledge, demographic and behaviour.
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3.2 Data Collection

In this study, primary data has been used in order to gain the necessary information
for the quantitative research methodology. This study focused on the university staffs
including lecturers and administrative staff. A set of questionnaires have been
distributed to the population to collect the data randomly. The sample population for
the current comprised of 103 respondents among staff University Malaysia Kelantan.
Multiple choice questions have been used in this study to identify the demographic,
while the scaled questions have been used to examine the most important factor that
influence customer satisfaction and awareness in Takaful and Insurance.

33 Sampling

In this study, the researchers used determining the samples of the study. All the staffs
of academic and administrations of University Malaysia Kelantan in City Campus
were the respondents of this research. The Convenience Sampling Technique of non-
probability sampling to draw the sample of from the population of actual and
potential customers of conventional insurance and takaful products among the staffs
of University Malaysia Kelantan, City Campus. The sampling technique is chosen to
enable the researcher to identify people earn income as noted by Redzuan et al.
(2009).

3.4  Data Analysis

There were three data types used in this study, that were descriptive analysis,
reliability analysis, and Pearson correlation. The data obtained was analysed by using
Statistical Package for the Social Science (SPSS).
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4. Findings

Table 1: The demographic characteristic of the respondents

Demographic Characteristic Category Frequency  Percentage%
Section A: Gender Male 36 36
Female 67 65
Age 25-40 years old 91 88.3
41-55 years old 12 11.7
56-70 years old - -
Marital status Single 25 243
Married 76 73.8
Divorce 2 1.9
Race Malay 99 96.1
Chinese 1 1.0
Indian 3 2.9
Other - -
Religion Islam 99 96.1
Buddhist 3 2.9
Hinduism 1 1.0
Other - -
Education level SPM 13 12.6
Diploma 22 21.4
Degree 31 30.1
Master 27 26.2
PhD 10 9.7
Salary income RM 1,000-RM 2,000 35 34
RM 3,000-RM 4,000 50 48.5
RM 5,000 and above 18 17.5

Table 1 showed the demographic of the respondents. Among of them, 65% were
female. The majority age of the respondents was between 25-40 years old (88.3%).
The total of respondents among staff UMK were 103 (100%). Based on the
frequency, majority of respondents are Islam 96.1% where only 1% of respondents is
Hinduism. There are, 48.5% of respondents have been reported their monthly income
was between RM 3,000- RM 4,000. There are, 73.8% of respondents are married
compared to single 24.3%. Moreover, 30.1% of respondents reported that they

possessing a Bachelor’s Degree.
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Table 2: The descriptive statistic of independent variables and dependent

variable

Independent Variables

[tems

Mean
Score

Standard
deviation

Knowledge:
Knowledge about insurance and takaful plays
important roles in customer’s decision

4.25

0.682

Takaful is a way of being guarantee security and
protection in future

424

0.747

Knowledge of takaful scheme and conventional
insurance lets customers know about usury,
uncertainty and gambling (riba, gharar and maysir)

4.12

0.796

The benefits received influence the decision to
purchase the takaful policy or conventional
insurance

4.20

0.677

Takaful plans gives more benefits to the
policyholder compare to conventional insurance

4.12

0.745

Attitude:
Belief plays important roles in customer’s decision

4.22

0.740

Attitude of the people surrounding customer's will
influence their decision making on takaful and
insurance

4.22

0.727

Attitude may affect people’s intention to
participate in takaful scheme or conventional
insurance

4.07

0.744

Individuals’ may modifies his attitude toward a
protection product (takaful scheme or conventional
insurance) when the individuals’ is continuously
seeking knowledge and information on protection
product

4.13

0.750

Purchasing power of consumers plays an important
role in influencing consumer behavior to take on
protection product such as takaful scheme or
conventional insurance

4.16

0.711

Motivation:
Motivation plays important roles in customer’s
decision on choosing takaful or insurance

4.07

0.770

Motivation from an individual will give effect
towards the choosing of insurance policy or takaful

4.20

0.759

Motivation will inspires a customer whether to
choose takaful and insurance

4.15

0.746

Motivation in choosing takaful are important
predictor factors for managers to improve their
product and services

4.08

0.763

Motivation from family and friends in choosing the
best product and services preferred by conventional
insurance or takaful product

4.21

0.736
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Dependent Variables

Items Mean Standard

Score deviation
Which ONE do you prefer, Takaful or 1.83 0.373
Conventional insurance
Do you think that insurance or takaful is important 1.46 0.838
Are you satisfied with takaful products 1.08 0.269
Do you know the differences between 1.18 0.390

Conventional Insurance and Islamic insurance

Table 2 conclude the mean and standard deviation of each variables. The
variable “Knowledge” (mean= 4.25, standard deviation= 0.682) scored the highest
mean which means that knowledge can be influence to fulfil customer satisfaction
and awareness of takaful and insurance. While the item “Knowledge of takaful
scheme and conventional insurance lets customers know about usury, uncertainty and
gambling (riba, gharar and maysir)” and “Takaful plans gives more benefits to the
policyholder compare to conventional insurance” scored the lowest mean (4.12).

Next, the highest mean of the variable “Attitude” (mean= 4.22, standard
deviation= 0.740). These item shared same mean “belief plays important roles in
customer’s decision” and “attitude of the people surrounding customers will
influence their decision making on takaful and insurance”. However, the lowest
mean score (mean= 4.07, standard deviation= 0.744) which mean that respondents
had low rates in ensure this item to fulfil customer satisfaction and awareness.

Furthermore, “motivation” (mean= 4.08, standard deviation= 0.763) as a
lowest scored in this variable. Based on (mean= 4.21, standard deviation= 0.736)
showed the respondents agree about motivation from family and friends in choosing
the best product and services preferred by conventional insurance or takaful product.
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Table 3: Pearson Correlation Coefficient and Regression Analysis

Hypothesis Results Results
Pearson Regression
Correlation Analysis
Coefficient
15t There are significant | Based on table | Based on Table
Hypothesis | relationship between | 4.4.1, P-value, | 4.5.2, P-value,
knowledge  factor  and | 0.033 is less than | 0.041 is less
customer satisfaction and | 0=0.05, reject the | than 0=0.05,
awareness of Takaful among | Ho. reject the Ho.
staff in University Malaysia
Kelantan.
2nd There are no significant | Based on table | Based on Table
Hypothesis | relationship between attitude | 4.4.1, P-value, | 4.5.2, P-value,
factor and customer | 0.361 is more than | 0.123 is more
satisfaction and awareness of | a=0.05, reject the | than 0=0.05,
Takaful among staff in | Hi. rejected the Hi.
University Malaysia
Kelantan.
3rd There are no significant | Based on table | Based on Table
Hypothesis | relationship between | 4.4.1, P-value, | 4.5.2, P-value,
motivation factor  and | 0.135 is more than | 0.636 is more
customer satisfaction and | 0=0.05, reject the | than 0=0.05,
awareness of Takaful among | Hi. rejected the Hi.
staff in University Malaysia
Kelantan.
S. Suggestion
1) Knowledge

Knowledge played an important role towards customer satisfaction and awareness of
Takaful and insurance among staff University Malaysia Kelantan. At the end of the
research, it shows knowledge related towards customer satisfaction and awareness of
Takaful. Throughout this research, it shows that on average, staffs can understand the
concept of Takaful. Besides, some staffs who do not take any takaful are not fully
understand about concept of takaful and conventional insurance in Malaysia.
Furthermore, some of staff maybe think that the price of takaful is more expensive
compared to conventional insurance. University Malaysia Kelantan should organize
the awareness campaign once a year. This is important to give more information
about takaful so the staff will know and understand about takaful as a whole. At the
same time, when organizing the campaign, University Malaysia Kelantan can invite
several takaful operators to come and open a booth at the campaign. For example,
Etiga Takaful, MAA Takaful, Ikhlas Takaful and others. It is a way for staffs to have
the opportunity to choose which one is the best takaful company to subscribe their
own and family.
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2) Attitude

At the end of the research, it shows attitude do not have significant relationship
towards customer satisfaction and awareness of Takaful. As a Takaful operators is
needed to build consumers’ awareness to understand the benefits of Takaful,
operations, practice and also the different between Takaful and Conventional
Insurance. In addition the consumer’s trust and confidence is needed to established or
restored Takaful services. Furthermore, the operations must transparent free from
bias as some consumers perceived conventional insurance operation as a mere
selfishness. Finally, it is recommended that the staff of University Malaysia Kelantan
must for attitudinal campaign in favour to achieve through mass awareness
campaigns and ads that use all relevant marketing strategies. So, it is important to
Takaful Operators customize the operations.

3) Motivation

Based on the research, it shows on average, some of the staffs University Malaysia
Kelantan choose Takaful not of their own will, but of encouragement or advice from
family, friends, and others. It is because of their lacks knowledge and benefits of
Takaful and then they prefer to choose conventional insurance whether than Islamic
insurance. So, this is important to give staffs of University Malaysia Kelantan
disclosures on Takaful. The campus need to invite Takaful companies to provide
motivational speech to staffs and also to higher institutions of learning Takaful
products and services which they can subscribe after graduation or when they work
in the industry. Furthermore, Takaful operators must to take attention on how to
encourage staff’s motivation. Takaful operators need to provide more rewards or
discounts and promotional compensation for those who willingly share their positive
experiences about Takaful products and services. So that, it can attracted more staffs
in University Malaysia Kelantan. The Takaful operators need to find the strategies to
attract more consumers to build their brand loyalty through promotions, advertising,
giving speech and others.

6. Recommendation

The researcher found that all the variables which are knowledge, attitude and
motivation factor can be suggested to be included in the next research. So that the
future researcher can have a better understanding about customer satisfaction and
awareness of takaful even this research take a longer times to collect the data. It can
serve as guide to make a new research about customer satisfaction and awareness of
takaful. Thus, the researcher will provide wider perspective and improve the scope of
research in decisive of factor influenced to customer satisfaction and awareness of
takaful. Therefore, future researcher who wish to conduct similar research should
consider the entire factor to achieve more exact and valid results.

Based on regression analysis, only one of independent variables which is
attitude has positive relationship towards customer satisfaction and awareness of
takaful. Meanwhile, the other two variables has negative relationship towards
customer satisfaction and awareness of takaful. Knowledge and motivation are less
positive related to factors influencing customer satisfaction and awareness. Thus, it
means that this model is not suitable for the 103 respondents because the significant
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value should be approximately 1% for the model to be strong. The future researcher
should be distributed to more than 100 respondents. Researcher should improve the
amount of the respondents and should add more variables of independent variables
like religion, subject norm, society and other variable.

The researcher only focus to the staff on the University Malaysia Kelantan
City Campus. Future researcher should expand their focus more on two other
campus, which is Bachok and Jeli campus. From here, the researcher can measure
how many staff subscribe takaful or insurance. This information is necessary for the
creation of benchmark allowing the future researchers in doing further research
regarding takaful and insurance.

In addition, for the research, there are only 103 questionnaires surveys are
distributed for this study, the result of factor influencing customer satisfaction and
awareness of takaful is still not satisfactory. This allowed future researchers to obtain
result responses as well as wider perspectives.

7. Conclusion

In summary, as our discussion discuss above on topics of customer satisfaction and
awareness of Takaful and insurance among staff University Malaysia Kelantan City
Campus. It can be agreed that the knowledge played an important role towards
customer satisfaction and awareness of Takaful and insurance among staff University
Malaysia Kelantan from the result Pearson correlation which the value of p-value is
less than 0.05. Seeing that result, factors of attitude and motivation not significant
with customer satisfaction and awareness. This means that respondents do not
understand about the variables of attitude and motivation of takaful and they
assumed that takaful was as same as conventional insurance. They were not
concerned with the important of takaful contribution in Islamic banking and finance
industry. After testing the regression analysis, result showed that all of the three
independent variables which are knowledge, attitude and motivation factor do not
have positive significant relationship with customer satisfaction and awareness of
Takaful.
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Abstract

This study related to customer satisfaction in takaful products among Muslims
Community in Kota Bharu, Kelantan. The purpose of this study was to fulfil the gap
that exist in this research world, this study’s purpose is to explore the technology,
product offered and consultancy that have contributed to the customer satisfaction in
purchasing the takaful product among Muslims Community in Kota Bharu, Kelantan
by collecting data through set of questionnaires. For the research design, the
researcher used a quantitative method. The purpose of the quantitative method in
study because this study will cover about respondent’s demographic analysis,
reliability analysis based on Cronbach’s alpha, descriptive analysis and Pearson
correlation analysis. The researcher used questionnaires as the method of data
collection because more effective and efficient approach to get information from
respondent. The study utilized survey approach and sample of 150 respondents
which are from Muslims Community in Kota Bharu, Kelantan. The limitation is the
research only aimed and focuses on Muslims Community people in Kota Bharu,
Kelantan and did not involve any non-Muslims into this research even though there
is some of non-Muslims purchased takaful products. Other than that, this research are
not using Krejcie & Morgan table to measure the population of respondent because
of the limitation. Limitation that occur in these cases is relating to the respondent
because the number of respondent that purchased to takaful is limited and hard to
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reaches. The data was analyzed by Statistical Package for Social Sciences (SPSS)
version 25. The results show two independent variables which were product offered
and consultancy have strong positive relationship with dependent variable, customer
satisfaction while independent variable which is technology showed moderate
positive relationship with customer satisfaction.

Keywords: Takaful industry, Technology, Product Offered, Consultancy, Customer
Satisfaction

1. Introduction

Takaful Industry has been successfully in the Middle East and Southeast Asia with
growth continuously among Muslims populations (Paton Schmidt, 2019). Growing
of takaful has created many researchers to carry out a research about factors that
influence to the customer satisfaction. This study only emphasizes three factors in
customer satisfaction while there are various other factors that also affect customer
satisfaction. For example, the research on the service quality, takaful performance
and role of agent that influences the customer satisfaction (Shaladdin, Mokhtar, &
Zawawi, 2018). From the previous research (Ishak, 2017 and Shaladdin, Mokhtar, &
Zawawi, 2018) shows that there is little research using technology, consultancy and
product offered as a factor in customer satisfaction. Based on these problems, there
exist a gap in literature on takaful in Islamic Banking. In line with this issue, this
study is seeks to fill this gap by investigate how technology, product offered and
consultancy can give effect the customer’s satisfaction on takaful product among
Muslims Community in Kota Bharu, Kelantan.

The statement of “why” this research has been done or goal of the research
because the other contexts were left behind such as technology, product offered,
consultancy and others. To fulfil the gap that exist in this research world, this study’s
purpose is to explore the technology, product offered and consultancy that have
contributed to the customer satisfaction in purchasing the takaful product. In
addition, this study is conducted how the effectiveness of factors will affect customer
satisfaction in takaful among Muslims Community in Kota Bharu, Kelantan.

There are three objectives of this research:

1. To investigate the significant relationship between technology and
customer
satisfaction among Muslims Community in Kota Bharu, Kelantan

2. To identify the significant relationship between product offered and
customer
satisfaction among Muslims Community in Kota Bharu, Kelantan

3. To examine the significant relationship between consultancy and
customer
satisfaction among Muslims Community in Kota Bharu, Kelantan

Significance of the Study

This study will contribute benefits and advantages to future researchers when used as
a reference in studying or identifying customer satisfaction in takaful product among
Muslims Community in Kota Bharu, Kelantan. This study it gives Muslims in Kota
Bharu, Kelantan the opportunity to measure satisfaction with purchased takaful
products and use their experience to overcome the challenges of conducting this
study. This study also gives them opportunities to improve takaful industry to attract
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more customer to buy a takaful product and to be satisfied with the products offered
and systems used. According to Nazir and Noor (2018), takaful has been well
accepted worldwide as another option for regular insurance for Muslims. Last but
not least, customer can identify the advantage and the dissatisfactions from takaful
product that had been purchase based on their satisfaction.

2. Literature review

Customer satisfaction

Customer satisfaction presented a theory which is social exchange theory explained
about relationships creates between two parties. This theory related with customer
satisfaction because it suggests how relationship between two parties works. This
theory works when one party provide benefits or advantages to another party and
resulting the other party being committed with something beneficial. The exchanges
of advantages include resources, such as money, services, information and loyalty.
Social exchange theory additionally includes a series of connections normally taken
as interdependent upon the activities of someone else, which then generate
commitments and brilliant relationship for example trust, responsibility, and loyalty
(Arifin & Yazid, 2019). According to Hill & Alexander (2017), organisation can
measure the overall performance of their products by referring in relation to a set of
customer requirements through customer satisfaction. When customer satisfied with
the product offered, they will show the feeling of happiness and become loyal
customer to the takaful industry.

Technology

Technology is the advancement and utilization of instrument, machines, material and
procedures to tackle human issue (Neuendorf, 2016). With the fast headway in the
present of technology, most of the activities or things that are done involve online or
use existing technology. Thus, based on Mohamad & Kassim (2017), the efficiency
and effectiveness of finance in takaful can be improved with aid of technology in the
operation system which has been used. Sophisticated use of technology can help
takaful industry to meet customer needs and to maintain customer satisfaction in
purchasing takaful products as we know most today's affairs are just using existing
technology.

Product Offered

Product offered refer to a set of tangibles, intangible and attributes that can be
exchanged for value with the ability to meet user’s requirements (Maximilian
Claessens, 2015). According to Aziz & Hussin (2017), takaful industry gives variety
of risk and return product that shaping individuals behaviours towards their products.
Takaful is based on sharia principles and utilizing those principles would bring
customers who subscribe to Islam to conviction, and thus choose the products
(Mohamed, 2017). According to the Salman & Htay (2018), customer tends to use
the product when they can see the advantages of purchasing the products such as its
features and functions easy to use and understand, and easy to prove or describe to
customers.

Consultancy
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Consultancy can be defined as provide help to a person or an organisation who is
unable to utilize it properly (Anuj K Rajput, 2018). Besides, consultancy from agent
could help in order to gain customer satisfaction. According to Shaladdin et al.
(2018) there is indirect motivation or consultancy that enables customers to keep
loyal towards the relationship with the service providers. Apart from that, customers
gain knowledge about takaful products by consultancy from the agents and its help
customers to maintain the relationship. This can be supported by Mohamed (2017)
where customers usually lose interest in any product if they are not able to set
sufficient information, knowledge on product purpose, usability and benefits.

Research Framework

A research framework has been identified to investigate the relationship between the
variables in the framework. There are three variables in customers satisfaction
namely technology, product offered and consultancy.

Technology
(Mohamad & Kassim, 2017)

Customer Satisfaction
(Sekaran & Bougie, R.,
2016)

Product Offered
(Maximilian Claessens, 2015) | g

Consultancy
(Anuj K Rajput, 2018)

Figure 1: Research Framework of Customer Satisfaction in Takaful Among
Muslims Community in Kota Bharu.

3. Methodology

Sampling Technique

Based on Ahmad, 2018, probability sampling techniques can be defined as a sample
which is selected randomly in the selection that every fundamental of the population
has chance to being chosen. In this study, the researchers were using 1 777 165
Muslims from Kelantan as the population, this is because, Muslims mostly who will
purchase takaful product. Sample size is known as a subset of population. The
sample size of the population, the researchers were using convenience sampling as
method of sampling. The sample size of the study was 150 selected from Muslims
Community in Kelantan.

Research Instrument

The instrument has given to 150 respondents in this research to interpret the
quantitative data and the instrument which is section A (Demographic), section B
(Dependent Variable) and section C (Independent Variables). In this research,
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Section A was using nominal scale while Section B and Section C were using
interval scale. More than that, Likert Scale used in Section B and Section C, 1 until 5
points (1= Strongly Disagree to 5= Strongly Agree).

Data Collection

In this study, the researchers were using Statistical Package for the Social Science
(SPSS) to analyze the data that has been collected. It involved the descriptive
statistic, correlation analysis and also the reliability of the study.

4. Findings

® Male

® Female

Figure 2: Profile of Respondent

Table 1 and Figure 2 showed the profile of the respondents by percentage of the
gender. From 150 respondents, 39.3% were male and 60.7% were female. This data
shows that the majority respondents were from the 21-30 age groups which were
52% from 150 respondents. This followed by 24% from the age group of 31-40 years
old, 18.7% from the age 41-50 years old, 4% from the age group 50 above and 1.3%
in the age group from below 20 years old. Next, the majority of status goes to
married respondent which is 56% and followed by single which is 41.3%. While the
lowest goes to divorce which is 2.7% from the total of respondent. Out of 150
respondents, the highest education goes to degree level which is 53.3%. It followed
by matriculation which is 25.3%, SPM which is 16%, PMR which is 3.3% and others
2% respectively of the total respondents.

The others education was come from master and PhD students that have been
participated as respondents. All of the 150 respondents that were participated in this
questionnaire is takaful client. The majority of takaful client choose medical card
which is 70% then followed by education plan which is 10%, hibah which is 7.3%,
and others which is 6%. The lowest goes to travel and fire when both type score
3.3% from the total of respondents. Out of 150 respondents, 72% of respondents
choose early preparation as the main reason of purchasing the takaful. This
percentages followed by high cost of living which is 13.3%, then both reasons got
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similar percentage which is 6.7% that’s comes from expensive education fees and
attractive product. The lowest percentage comes from others which are 1.3%. Lastly,
for the level of income, 36% of the respondents come from income 2001-3001,
33.3% comes from income below RM2000, 22% comes from income 3001-4000 and
8.7% comes from income above 4001. The higher income of respondent comes from
2001-3001

Table 3: Demographic profile of respondent

Demographic Categories Frequency Percentage (%)
(N=150)
Gender Male 59 39.3
Female 91 60.7
Age Below 20 2 1.3
21-30 78 52.0
31-40 36 24.0
41-50 28 18.7
50 Above 6 4.0
Status Single 62 41.3
Married 84 56.0
Divorce 4 2.7
Education PMR 5 33
SPM 24 16.0
Matriculation 38 253
Degree 80 533
Others 3 2.0
Takaful Client Yes 150 100
Type of Takaful Medical card 105 70.0
Hibah 11 7.3
Education plan 15 10.0
Travel 5 33
Fire 5 33
Others 9 6.0
Reason of High cost of living | 20 13.3
purchasing Expensive 10 6.7
education fees
Early preparation 108 72.0
Attractive product | 10 6.7
Others 2 1.3
Salary Below 2000 50 333
2001-3001 54 36.0
3001-4000 33 22.0
Above 4001 13 8.7

A reliability analysis was done to measure the consistency of items in
questionnaire. The questionnaire has been given to 10 respondents as pilot test to
ensure the reliability of the question before distributed to others respondents. The
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Cronbach’s Alpha is used to get the data before the questionnaire was distributed to
the 150 respondents. The result must above 0.6 to make sure the questionnaires are
reliable. The alpha coefficient result for independent variable that is technology is
0.893, product offered is 0.898, and consultancy is 0.910. In dependent variable that
is customer satisfaction shows the alpha coefficient result was 0.9 which considered
as excellent. The overall, the coefficients obtained from the question in likert scale
were all reliable and can be used for real analysis.

Result of Pearson’s Correlation Analysis
The Pearson’s correlation analysis used to analyses the relationship between

independents variables and dependents variables.

Table 4: Result of Pearson Correlation Analysis

Descriptive Statistics

Mean Std. N
Deviation
vl 20.1800 | 3.43505 150
1v2 20.2267 | 3.61419 150
v3 19.7600 | 3.49627 150
dv 19.8133 | 3.65158 150

Results from Pearson Correlation Analysis have shown that there is a
significant relationship between technology and customer satisfaction among
Muslims Community in Kota Bharu, Kelantan with hypertension (p < 0.05). The
observed correlation coefficient, r is 0.777 which suggest positive strong
relationship. There is there is a significant relationship between product offered and
customer satisfaction among Muslims Community in Kota Bharu, Kelantan with
hypertension (p < 0.05). The observed correlation coefficient, r is 0.821 which
suggest positive strong relationship. There is a significant relationship between
consultancy and customer satisfaction among Muslims Community in Kota Bharu,
Kelantan with hypertension (p < 0.05). The observed correlation coefficient, r is
0.814 which suggested positive strong relationship.
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Table 5: Summary of result for relationship testing

Hypothesis Result

H,: There is a significant relationship between technology and r=0777,p=

customer satisfaction among Muslims Community in Kota Bharu 0.00

H: Accepted Moderate
positive

H,: There is significant relationship between product offered and r=0.821,p=

customer satisfaction among Muslims Community in Kota Bharu 0.00

H,: Accepted Strong
Positive

H;: There is significant relationship between consultancy and r=0.814,p=

customer satisfaction among Muslims Community in Kota Bharu 0.00
Strong

H3: Accepted Positive

5. Conclusion

This study revealed that customer satisfaction is important factor to the takaful
industry because as customers who reach maximum satisfaction will purchase more
product that takaful will offer. This is because by purchasing of takaful can help with
life management due to the increase in the way of life, high costs of living or early
preparation for unexpected adverse events. Thus, this study has provided some
insights that, in Muslims Community in Kota Bharu, Kelantan needs to purchase
takaful in their life. Besides, awareness for technology may be uncertain, takaful
companies still need to work to raise awareness about takaful to its full potential.
They can organize high media campaigns such as making television commercials and
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hiring well known and well-known celebrities to endorse takaful products. So that,
all customers know all important advantage while purchasing the takaful product.
Takaful industry should be able to highlight on the differences between takaful and
conventional insurance for public to have better understanding and knowledge on
takaful from those desire to do something. Takaful industry need to give awareness
of takaful advantages compared to insurance in order to get strong perception
towards takaful from customers.
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Abstract

The purpose of this study is to analyze the factors of choosing Family Takaful in
Kota Bharu, Kelantan: Perspective from Takaful Agent. Data are gathered from
listed Takaful companies around Kota Bharu area. There consists of 10 companies in
total using online survey method. For this study, the factors products and services,
marketing and advertising and reputation and image are influence the factors of
choosing Family Takaful from perspective of Takaful agents. By using Pearson’s
Correlation Coefficient Analysis, Descriptive Analysis and Reliability Analysis, the
result shown that marketing and advertising has a positive significance relationship
while product and service and reputation and image have a negative significance
toward the factors of choosing Family Takaful from perspective of Takaful agents.
This research provide the result factors of choosing Family Takaful, which to the
best provides suggestions for the future researcher, academic institutions and
authorities to make some significant improvement.

Keywords: Family Takaful, life insurance, Kelantan, Malaysia.

1. Introduction
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The word Takaful was begins from the word kafala which alludes to the joint
certification or promising one another. With references to the Takaful Act (1984),
Takaful means a scheme based on brotherhood, solidarity and mutual assistance to
the participants in case of need whereby the participants mutually agree to contribute
for that purpose. Nowadays, Takaful is certifiably not a new trend as Takaful
business is fast development in numerous countries through the present reality. In
case of Malaysia, the administration's target against Takaful industry is to frame an
educated, dynamic and comprehensive Islamic financial system that contributes
without uncertainty to the adequacy and effectiveness of the Malaysian financial
sector while meeting the economic needs of the country. In accordance with this,
Bank Negara Malaysia designated executive Razak et al. (2013) stated that the
success of the industry lies in its ability to collectively position itself strategically to
meet the needs of the economy and the ability to be competitive and innovative. The
Takaful industry is seen as an appealing business in Malaysia and there are
tremendous development opportunities for the insurance and Takaful industries in
supporting the requirements of the economy.

Currently, Family Takaful business contributes 65% to the rising of Takaful
industry in Malaysia while 35% is derived from the general Takaful business. For the
family Takaful business, 55% of the revenue contribution came from the mortgage
protection and the balance 45% from non-mortgage-related business include
employee benefits. However, the gap between Family Insurance and Family Takaful
business is huge that turns to a problem when it happened among Malaysians who
had most of its native are Muslims. There are few elements that we could discuss on
the stated issues. The first factor that is commonly discussed along with this issue is
about income of the native. According to Hendon (2014), the national income and
life insurance or Takaful are correlated and significantly positive this proved that the
increasing in income may increase the demand Takaful products or life insurance
products. The factors that attracted Malaysian investing in life insurance instead of
Family Takaful are level of education. According to formal education data from
Bank Negara Malaysia, only few percentage from the native that pursue their
education in Islamic courses yet some of them are focusing on banking and finance
which proved that level of education does affect the demand for Family Takaful.
Thus, the need for this study is to investigate the factors of choosing Family Takaful
among Takaful agent in Kelantan.

2. Literature Review

2.1  Factors of Choosing Family Takaful

As studied by previous research from Arifin, Yazid and Hussin (2014) who explore
about the elements that affect customers demand towards Family Takaful using
survey structured questionnaires which involves regression for data analysis. They
stated that religious beliefs and also image and reputation do influence Muslim
customers demand towards Family Takaful. Following are the component that
included in terms of religious beliefs such as faith and the rights and wrongs in
practices of Muslims. Naail and Norsham (2014) in their study about the factors of
choosing Takaful instead of Conventional Insurance stated that the approach of the
study is qualitative research which required the interview sessions with Takaful
operators and their customers. Thus, they conclude that the factors that determine
customer’s preference for Takaful over conventional insurance is because of the

103|Page



Proceedings of Entrepreneurship and | 2020
Business

customer’s awareness and acknowledgement about the clear concept and relation
between religion and Takaful including the requirements of Shariah Compliance in
their daily life. Besides, this research also found out the growing rate of Takaful is
slower rather than the Conventional Insurance.

Furthermore, as mentioned by Norashikin, Othman and Obiyathulla (2011)
their objective is to studied the relationship between organizational structure and
efficiency for Malaysian Takaful operators empirically. The method that they were
using is non-parametric approach which is to estimate the efficiency of Islamic and
Conventional Insurance products. Throughout this research, the researcher concludes
that the efficiency between Islamic and Insurance products is significantly different.
It shows that the technical efficiency of Takaful is lower that Insurance industry
which influencing the organizational form along the way. Another study by Hendon
(2014) who analyses Family Takaful and Life Insurance demand using covered data
of annual time series to examine the driven force of Family Takaful and Life
Insurance consumption in Malaysia. Thus, the study concludes that there is some
estimation on Life Insurance and Family Takaful consumptions verified by the error
of correction model and the long-run relations. Following are the predictors that
significant to both products such as EPF, level of education and income.

2.2 Products and Services

As stated by Razak et al (2013) identifies the Malaysian’s acceptance on Takaful
products in term of perception, product features, promotion, benefit and service
quality. The study aims to get a clear result of factors that influence the acceptance of
respondents towards Takaful product. In terms of questionnaire, the researchers have
been distributed to the people in Malaysia. The study found the respondents
concluded that service quality is the main factors why the Malaysian people put
confidence in Takaful products. As mentioned by Husin and Rahman (2013), on the
study discuss about the aspect of branding among Malaysian Takaful industry. This
study aims to indicate the on how to Takaful to distinguish the branding of Takaful
and Insurance and determine the challenges of Takaful operators in establish the
branding of products and services. On this qualitative research concluded that
awareness of products and services should be reinforce to ensure the market of
Takaful can be more solid. The trust among customers of Takaful must be in high
level to support the business.

As eloquently stated by Ghani, Aziz and Shaari (2016) identifies the issues
and problem of the ethical behaviour of Takaful agents. For the findings, the
researcher conducted the research through focus group and formed a personal
interview among branch managers, executives and Takaful agents. As for the result,
performing the great service quality and exposure about product that offered by
Takaful agent can manage to induce the purchase intention towards Takaful
products. Lee et al., (2018) in his study revealed that covered the non-Muslim in
Selangor, Kuala Lumpur, and Penang area explored about factors that attract them to
choose Takaful in terms of perception. The findings concluded that behavioural of
Takaful agent influence the attitude of respondents towards Takaful products. In
terms of the government should take place in making changes the perception of
respondent about Takaful products which the product that offered is not only for
Muslim but for everyone who need the scheme.
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23 Marketing and Advertising

In the study of Razak et al., (2013) who decides the variables that impact the
acknowledgment towards Takaful among individuals in Malaysia, the researchers
used the systematic random approach by distributing 100 questionnaires as a tool to
selected people. The result of the study showed that there is negative relationship
between the products promotion and consumer acceptance. Mean that, product
promotion used by Takaful do not influence consumer acceptance toward Takaful
products includes Family Takaful. The promotion issues are, in the marketing
model's interpretation, an issue of how to communicate something specific about
offered product to potential customers.

Besides, the study conducted by Arifin et al. (2014). The researchers study on
the Demand of Family Takaful in Malaysia: Critical Determinant Factors Examined.
The principle goal of this study is to decide the variables for Family Takaful interest
among Muslim customers in Malaysia. The study used a structured questionnaire to
request the reaction from Muslim customers who have joined Family Takaful plans.
Among the factors that have been identified were religious adherence, reputation and
image, products and services and marketing and advertising. This finding proved that
only religious adherence and reputation and image were significant with Family
Takaful demand among the Muslim customers in Malaysia. Thus, the variable of
marketing and advertising was shown the negative result in demand of family
Takaful in Malaysia.

Moreover, based the previous research which is analysed by Niazi et al.
(2011) stated that advertising is a method for correspondence to persuade a group of
people for taking buy choice about a product or services and conveying data to
viewers. The study looks at the connection between independent variables and
dependent variables include environmental response and emotional reaction. For
example is customer purchasing conduct. The researchers examined the connection
between the factors required, by taking the 200 reactions using the questionnaire.
The study also used probability sampling method. The findings of this investigation
demonstrate that there is positive relationship of emotional reaction with buyer
purchasing conduct. These emotional attachments are created through advertisement
as audio, video and text form.

2.4  Reputation and Image

Based on previous research Arifin et al. (2013) study about conceptual model of
literature review that come up with a conceptual model by analysing a set of
determining factors that contribute to the choosing for Family Takaful. This study
prefer four factors that considered important of Family Takaful demand include the
agency system (al-wakalah), reputation and recommendation, product and services,
marketing and advertising based on the relevant literature available. From the result,
we can conclude that there are positive relationship among the factors of agency
system (al-wakalah), reputation and recommendation, product and services,
marketing and advertising. Furthermore, according to Bashir et al. (2011) study
about consumer perception on Takaful business, majority found that there are many
respondent look at the reputation for choosing the Takaful. A survey questionnaire
has been used to collect relevant and current data on consumer perceptions relating to
their respective Takaful companies. The study also revealed that to have a good
image for the organization, the Takaful companies should have doing some
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development in term of computer system. It is to ensure that the organization able to
manage uncertainty brake down of system.

As indicated by Salman and Htay (2014), study about the pushing and pulling
factors to introduce Takaful such as cost verses benefit, assess ability, availability
and service quality, product features, reputation of the company, attribute of agent ,
marketing and promotion and social and religious. Based on reputation of company
there are five questions that are provided. The findings from this study shows that
company’s reputation and its brand name, ethically, corporate social responsibility
and the public confidence becomes the potential for customer to try the new product
and services because the results more than 4 for all the mean values. Based on study
conducted by Ahmad et al., (2016), study about corporate social responsibility for
branding images of Takaful. This study used the quantitative method for collecting
the data. The brand image shows the most impact on commitment towards based on
the four types of corporate social responsibility. The findings for this study shows
that brand image have the positive relationship with the corporate social
responsibility. There is positive relationship for brand image on development
corporate reputation of Takaful.

3. Methodology

3.1 Sampling technique and Data Collection

For this study, the researcher uses stratified random sampling. According to Hayes
(2019) stratified random sampling is a technique where there is a term which is strata
which involves a division of a population into subset of the population or smaller
groups. In this research, Strata are characterized by the same attributes which is
companies who offered the same products which is Takaful. The population of this
study is located Kota Bharu, Kelantan where Kota Bharu is one of the biggest cities
in Malaysia. According to Department of Statistic (2017) total population of the
district is around 585.3 thousands citizen. For this study, the researcher focuses on
the agencies or companies that providing Takaful or Family Takaful products around
Kota Bharu. Total agencies that we have around Kelantan which offered Takaful
products are about 10 companies and it is chosen as the population of this study.
Sample size is the subset of population. Therefore, the sample size of this research
will be the Takaful agents that provide Takaful products in area of Kota Bahru,
Kelantan. In this study, it is stated that the population is 10. Based on the table of
Krejcie & Morgan (1970), we have chosen 10 respondents from the population to
answer the questionnaire.

3.2  Instruments

The instrument used for data collection for this research will be used online survey
questionnaire. The questionnaire will be self-administered and will be distributed to
each of the participants involved in this study and always follow up on respondents
regarding to the questionnaire. The questionnaire consisted of three parts, part I for
demographic profile, part II for request for information about the acceptance Family
Takaful among Takaful agent in Kota Bharu, Kelantan and part III request for
information about factors of choosing Family Takaful. There are four types of
measurements which are nominal, ordinal, interval and ratio scale (Sekaran, 2016).
Nominal and ordinal scale will use in the present study for Part I and interval scale
will use for the Part II and III. An ordinal scale is a scale based on ranking but also
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based on quantitative variables based on interest. Interval scale has characteristics
such as those owned by nominal and ordinal scales with added other characteristics,
namely in the form of a fixed interval. Likert scale measurement are representative
for 1 to 5 (1=Strongly Disagree to 5=Strongly Agree).

4. Finding and Discussion

4.1 Descriptive analysis

Descriptive analysis is applied to sum up the data set which can be a representation
for the whole population to conduct statistical analyses. The variability of the finding
was measured by looking at the term of standard deviation while central tendency of
this research finding has been measured by analyzing at the data mean. The outcome
of this research questionnaires was acquired from the respondent which Takaful
Agent in Kota Bharu. The questionnaire were comprised with three categories based
on independent variables factor of choosing Family Takaful which were product and
services, marketing and advertising and reputation and image. There are ten
questions for each independent variable.

Table 4.1 Descriptive Analysis of Independent variable

NO. Independent Variables Mean Standard Deviation
1 Product and service 4.5500 0.4378
2 Marketing and Advertising 4.6000 0.4594
3 Reputation and Image 4.4000 0.4594

Table above shows the mean and standard deviation of independent variables
on our respondents selected. In the table shows independent variables of marketing
and advertising has the highest mean value which is 4.6000 and for standard
deviation is 0.4594. That was meant the respondent tended to agree with the
statement that marketing and advertising provides the more information, interesting
marketing, mobile phone more value marketing channel and helps people to
understanding the important of having family Takaful. As indicated by Md Husin,
Ismail and Ab Rahman (2016) on the Journal of Islamic Marketing, were investigate
the factors of mass media, word of mouth and subjective norm that influence people
behaviour in purchasing family Takaful. The findings of this study was ensure that
all the variables investigated have positive relationship with the Family Takaful
intention includes mass media and word of mouth as a tool of marketing and
advertising.

Next, product and services shown the value of mean is 4.5500 and the value
of standard deviation is 0.4378. The respondent tended to agree with the statement
about the Product and Services based on quality of product, product not only for
Muslim, product based on Shariah compliance and purchase decision of customer
occur when they feel satisfaction with the product and service. As eloquently by Lee
et al., (2018) in his study that covered the non-Muslim in Selangor, Kuala Lumpur,
and Penang area explored about factors that attract them to choose Takaful in terms
of perception. The findings concluded that behavioural of Takaful agent influence
the attitude of respondents towards Takaful products. In terms of the government
should take place in making changes the perception of respondent about Takaful
products which the product that offered is not only for Muslim but for everyone who
need the scheme.
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Lastly, reputation and image has lowest value of mean which is 4.4000 and
the standard deviation is 0.0459. This shows that the respondent still agree with the
statement about reputation and image based on good ethic, good reputation, good
attitudes of Takaful agent and higher in Takaful participant. As mentioned by Salman
and Htay (2014), study about the pushing and pulling factors to introduce Takaful
such as cost verses benefit, assess ability, availability and service quality, product
features, reputation of the company, attribute of agent , marketing and promotion and
social and religious. The findings from this study shows that company’s reputation
and its brand name, ethically, corporate social responsibility and the public
confidence becomes the potential for customer to try the new product and services
because the results more than 4 for all the mean values.

4.2 Pearson’s Correlation Coefficient analysis

The correlation analysis is a technique for investigating the relationship between two
quantitative, continuous variables such as dependent variable and independent
variables. The purpose of doing this analysis is to analyses whether the correlation
coefficient is significant or not. In addition, it also aims to analyses whether the
hypothesis used is acceptable or rejected. In this study the Pearson’s Correlation
Coefficient (r) is a measure of the strength of the association between the dependent
variable which the factors of choosing Family Takaful with independent variables
whereby the independent variable in this study were products and services,
marketing and advertising and reputation and image. Then, for the significant
relationship result between the variables can measure based on the level strength of
the relationship by used Rule of Thumb correlation coefficient.

Table 4.2.1 Interpretation of Coefficient Correlation

Coefficient Correlation Strength of Association

R=+1 Perfect positive linear correlation
0.5 <R<1 Strong positive linear correlation
0 <R<0.5 Weak positive linear correlation

R=0 No linear correlation

-0.05 <R<-0.05

Weak negative correlation

-1 <R<-0.05

Strong negative correlation

=-1 Perfect negative correlation

Source: Hair et al (2010)

Table above shows the Rule of Thumb of Coefficient Correlation to describe
the level of strength of association for the relationship between the variable. Based
on the table, it shows that if the result coefficient of correlation (r) = +1, then it
means the strength of association is perfect positive linear correlation and it will have
negative linear correlation if the value coefficient of correlation (r) = -1. Besides,
when r =0 whereby it shows that no linear correlation or no relationship between the
variables.
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Table 4.2.2 Correlation Coefficients

Variables Correlation Coefficient
Products and Services 0.3960
Marketing and Advertising 0.7540**
Reputation and Image -0.1460

** Correlation is significant at the 0.01 level (1-tailed)
* Correlation is significant at the 0.05 level (1-tailed)

The table shows that the value of Pearson’s Correlation (r) is 0.3960 which
indicate to weak positive linear correlation. Therefore, it can be concluding that
product and services did not gives an impact on factors of choosing Family Takaful
among Takaful agent in Kota Bharu. Hence, hypothesis 1 (H;) is rejected. But, based
on the previous research, Razak et al (2013) state that concluded that service quality
is the main factors why the Malaysian people put confidence in Takaful products.
Besides, in the study of Arifin et al., (2014) mentioned that that products and
services, include agency systems became as the main factors that prompted people to
choose the Family Takaful.

Next, the table shows that the p=value of second independent variable which
is marketing and advertising had 0.0060 which is less than 0.01 at the confident level
of 99% (p <0.01). This means that there are significant relationship between factors
of choosing Family Takaful and marketing and advertising. The value of Pearson’s
Correlation Coefficient (r) is 0.7540 which refer to strong positive linear correlation.
Therefore, it can be concluding that marketing and advertising gives highest positive
impact on factors of choosing Family Takaful among Takaful agent in Kota Bharu
(p=0.7540 >0.01). Hence, hypothesis 2 (H,) is accepted. In a study of Niazi et al.
(2011), it is mentioned that there is positive relationship of emotional reaction with
buyer purchasing conduct. These emotional attachments are created through
advertisement as audio, video and text form. It is supported by Mahboub (2018)
confirmed that social media Facebook give positive impact as a marketing and
advertising channel.

The table shows that the value of Pearson’s Correlation (r) is -0.1460 which
indicate to strong negative linear correlation. Therefore, it can be concluding that
reputation and image gives negative impact on factors of choosing Family Takaful.
Therefore hypothesis 3 (H;) is rejected. While in the previous study of Daud, Remli
and Muhammad (2013) shown that there is positive relationship between Takaful
performance and the customers’ behaviour. Mean that, in order to achieve company
objective, they need to win their customer’s trust. If the performance of the company
is going smoothly then people able to purchase a Takaful product and services since
their trust towards company increase. So, as conclusion the performance and image
of Takaful companies will give an impact of the demand of the Takaful product since
performance of company become a factor why people choosing Family Takaful.

S. Conclusion

The factors of choosing Family Takaful in Kota Bharu from perspective of Takaful
agents by specifying the determinants of products and services, marketing and
advertising and reputation and image are the main purpose of this study. This
research project has met its research objective to identify the factors and the most
important factors of product and service, marketing and advertising and reputation
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and image. The findings from the study proved that marketing and advertising have a
positive significance relationship while product and service and reputation and image
has a negative significance toward the factors of choosing Family Takaful in Kota
Bharu from perspective Takaful agents.

In the conclusion, the outcome of this study shows that marketing and
advertising is the most crucial factors of choosing Family Takaful among Takaful
Agent and the least crucial factors is reputation and image. For future research, the
researcher could increase the amount of respondents by expand the target
respondents toward more Takaful agents from Kota Bharu to more wide population
like the whole Kelantan. They also could be investigate more independent variable
that can explore more determinant that can influence the factors of choosing Family
Takaful in Kota Bharu from perspective Takaful agents.
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Abstract

Takaful known as Islamic insurance system where risk as a shared by the group of
participants collectively and voluntarily based on donation (fabarru’) and principle
of mutual cooperation (fa ‘awun) and it is Shariah compliance. The present research
attempts to study the factor that influences the entrepreneurs to choice Takaful over
conventional insurance in Kota Bharu, Kelantan. There are several scope that can be
the factors that influences entrepreneurs to select Takaful over conventional
insurance which are product features, knowledge, satisfaction, awareness and
religiosity. By doing this research, this paper investigates on how the entrepreneurs
choose towards Takaful over conventional insurance. A total of 5 informants which
consists of the entrepreneurs from Siti Khadijah Market, Bazar Tok Guru and Bazar
Buluh Kubu are selected for the purpose of this study. This study is run by
qualitative methods with upkeep from ATLAS.ti Version 8 software program to
ensure the validity of the information examined in an effective way. The result
showed that the respondents preferred to choose Takaful over conventional
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insurance due to compliance with Shariah law, the level of customer knowledge and
satisfaction of the products offered.

Keyword: Islamic insurance, Shariah compliance, factor influence, conventional
insurance, entrepreneurs.

1. Introduction

Malaysia promoted the idea of implementing the development of Takaful industry.
Syarikat Takaful Malaysia Berhad (STMB) is the first Takaful company that has
been established in 1985 along with the enactment of the Takaful Act 1984. With
appearance of a Shariah-compliant alternative to conventional financial services,
Takaful appears to be an Islamic solution to reduce risk. Since then, Malaysia’s
Takaful industry being more improve and increasingly recognized as a significant
contributor to Malaysia’s overall Islamic financial system. Takaful is acquired by
Arabic language whereas the basic word for the “kafala” that meaning to guarantee,
bind warrant, keep or preserve (Ahmad et al., 2013). Takaful known as an Islamic
insurance system where risk as a shared by the group of participants collectively and
voluntarily based on donation (tabarru’) and principle of mutual cooperation
(ta’awun) (Redzuan et al., 2009). It is also insurance product which is based on
Shariah compliance. Takaful holds a different concept from conventional insurance
which is rejected by the Shariah due to elements of uncertainty (gharar), interest
(riba) and gambling (maysir).

According to Musadik (2010) also said that the term of Takaful means
‘guaranteeing each other’ or ‘joint guarantee’ which is described a group of
individuals who assure each other against potential loss or damage that faced by
anyone of them. Other researcher who is Hussain et al., (2011) said, Takaful can be
describe from Section 2 of Malaysian Takaful Act 1984 as a ‘scheme based on
companionship, unity or participants of mutual assistance in terms of conditions
whereas participants agree to contribute or donate for that purpose’. Takaful has
been introduced due to the fast growth of the Islamic financial and Takaful
development in Malaysia.

In general terminology, insurance is the equitable transfer of the risk of a
loss, from one entity to another in exchange for payment where the insured parties
transfer the risk to the insurer which is the insurance company and not in line with
Islamic Shariah (Masduki et al., 2015). Insists that, Takaful differ from conventional
insurance since the relationship between the parties is not an insured and insurer but
it is between participants and Takaful operator. Guaranteeing each other is the main
principle of Takaful. In general, Muslim jurists agree that Takaful is in accordance
with the Islamic Shariah, as halal concept of fabarru’ which is donation or
contribution (Ab Rahim et al., 2011). Hence, both Takaful operator and the
participants are mutually helping each other for financial protection.

However, according to what discussed earlier, identification of what the
factor influencing of entrepreneurs on choosing Takaful over conventional
insurance will also investigate in this study. Different perception in individual
happens because Takaful is still in developing stage where there might have some
weaknesses and customer not know all the benefit in Takaful in terms of services,
products, model and implementation. The crucial goal of this study is to identify the
Takaful selection factor among entreprenurs in Kota Bharu, Kelantan. In additon,
our research objective is to identify the knowledge and awareness of entrepreneurs
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in Kota Bharu, Kelantan about Takaful, next to analyse the Takaful selection factors
among entrepreneurs in Kota Bharu, Kelantan and last is to conclude the
entrepreneurs opinion regarding Takaful over insurance. While our research
question is what the knowledge and awareness of entrepreneurs in Kota Bharu,
Kelantan about Takaful, then to what extent the Takaful selection factors among
entrepreneurs in Kota Bharu, Kelantan and lastly is what can be conclude from the
opinion of entrepreneurs regarding Takaful over insurance.

2. Literature Review

2.1 Product Features

The rules and guidelines for Takaful is followed of Shariah compliance and Islamic
rules whereas free from the prohibited elements of riba (interest), maysir (gambling)
and gharar (uncertainty) (MdRazak et al., 2013). Regarding to Takaful models,
based on the study of Adawiyah (2010), models have two types that are usually used
by the Takaful operators which are Al-Mudharabah Model (Profit sharing) and Al-
Wakalah Model (Agent). According to Masduki et al. (2015) Malaysian also
believed that Takaful facilities will be popular due to the population of Muslim in
Malaysian are more than Non-Muslim. Product features is become priority to the
Muslim in choosing as their protection plan.

2.2 Knowledge

Limited knowledge about a certain product can give different perception about the
important of the product offered. According to the Matsawali et al. (2012) his
research in Brunei found out that there is a limited knowledge about Takaful among
the individuals. This result proven that many people do not aware about their benefit
protection plan for themselves. According to Bello and Ayuba (2014), Takaful
knowledge and choice of Takaful from customer showed positive relationship.
Customer choice and knowledge about Takaful is important for people to make the
right decision in choosing the Takaful as their protection plan. According to Ahmed
et al. (2015) posits that his research regarding the context of Takaful has been
proven that knowledge is the one significant factor of choosing Takaful as their plan
protection. So, knowledge is important to everyone in making the right choice for
their life.

2.3 Satisfaction

Customer satisfaction is one of the most crucial key for any organizations since all
business is depending on the customers’ response. As stated by Shahid, et al.
(2010), customer satisfaction leads to the growth of the financial sector which in
turn leads to the overall growth of economic sector of a country. This shows that
customer satisfaction is a crucial key for the progress and the growth of the firm
(Merrin, Hoffmann, & Pennings, 2013; O’Sullivan & McCallig, 2012). Besides that,
this also has been stressed by Yu (2007) which is the customer satisfaction is also
positively related with customer repurchase intentions, revenue and firm reputation,
thus customer satisfaction has a positive effect on the profitability revenues of the
company. Therefore, it is very important to understand what is factor that
determines the customer satisfaction specifically in Takaful service.

2.4 Awareness
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Awareness is an essential element in determining an individual’s action. According
to Fisher and Taylor (2011), argued that customer awareness of the products offered
by Takaful is important to further increase customer use. Based on observations
made by Matsawali et al. (2012) in Brunei, the study aims to examine the different
levels of customer awareness of Takaful and conventional insurance. The emphasis
in this study is on benefits, principles and values, as well as exposing the factors that
cause the lack of awareness in every society. He wanted to imply that Takaful's
financing can be done effectively. The consciousness among the society is important
when Hamid and Rahman (2011) argue that in order to create awareness in every
society, one must create a difference between Takaful and conventional insurance.

2.5  Religiosity

Religiosity can influence the preference and buying power of Takaful. According to
the Husin and Rahman (2013), confirmed that Muslims have the preference to buy
family Takaful due to their high religiosity level. They have a strong knowledge in
Islam, thus prefer to involve in Takaful product and lead to demand of Takaful
increase. From the studies of Mathras et al. (2016), it explicit the faith or religion
might have an effect on one’s consumer psychology and behaviour through beliefs,
rituals, values and community. The Muslim are encouraged to purchase Takaful
because the product works based on Islamic principles. This idea or concept has
defined the products and services as “halal” and it complies with Muslim religion
(Siala, 2013).

3. Methodology

This Research is a qualitative research where its conceptual is concerned with
understanding on the human behaviour from the informant’s perspective. This
qualitative research used the exploratory research design. By using this method it
helps in analyzing the problem and generates some recommendations for the
problem. The main data collection method for this study is the face-to-face
interview where the researcher will approach the targeted informant to gather the
information relating to this research main purpose which is the factors in choosing
Takaful as the protection from risk.

The sample of this research is the Muslim entrepreneurs in Kota Bharu,
Kelantan. Researcher only focuses on three places which is the Siti Khadijah
Market, Bazar Tok Guru, and Bazar Buluh Kubu. The informant is randomly
selected regardless of the age and gender. Therefore, an open ended question has
been prepared to be answered by the informant. The questions consisted of three
sections, section A to measure the level of knowledge and awareness of the
informants towards Takaful, section B to measure what factors influence the
informant choice on Takaful. While section C, which is the last section is to obtain
informant’s view point regarding Takaful over insurance.

Then the collected data will be analyzed its content by using ATLAS.ti
Version 8 software. The validity and reliability test also is being used in data
analysis to measure the meaningfulness and usefulness of the research study by
using the triangulation process. The validity and reliability will be measure each
progression taken to gather the data.

4. Findings and discussion
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Finding from this study has suggest five factors that influence the choice of Takaful
over conventional insurance among entrepreneurs are product feature, knowledge,
satisfaction, awareness and religiosity. Three research objectives have been
developed then three research questions have been develop from the research
objective. From the first objective of the research through the first research question,
it is to identify the level of the knowledge and the awareness of the entrepreneurs
towards Takaful. Refers to the result of the interview, it shows that the level of the
awareness and the knowledge towards Takaful among the entrepreneurs in Kota
Bharu, Kelantan is relatively low. Interviewers choose Takaful based on the
knowledge on Takaful product feature and the benefit. However, entrepreneurs are
not up to date with knowledge of a Takaful product or services that are currently in
trend. Interviewees stated that the awareness on Takaful make them to choose the
Takaful. Lack of customer awareness and willingness about Takaful will affect the
perception of choosing Takaful.

Secondly, through the second objective of the research and the second
research question, it is to measure the factors that influence the choice of Takaful by
the entrepreneur in Kota Bharu, Kelantan. It shows that the major factor that
influences the entrepreneurs choose Takaful is the religiosity. The three points that
focused in religiosity are non-necessary Islamic practices, necessary Islamic
practices, and faith and belief. Furthermore, Muslim would prefer Takaful product
although have low return in order to avoid participating in activities that violated
towards their religious teaching.

The third research objective through the third research question is to
conclude on the view point of the entrepreneurs regarding Takaful instead of
insurance as their protection plan. Customer preference must be prioritized by the
company in order to lead the success. Customer satisfaction is related to profit
because satisfied customers often become repeat customers. As Takaful is offer the
protection against any risks, the satisfied customer will recommend this product to
their relative and friends thus the participants of the Takaful will be increase. From
the interviewers view, customer satisfaction is an encouraging response or reaction
of the customer towards the product offered, this happen due to the product offered
is meet the customer expectation which has been satisfy their needs.

Product feature is the main reason that will attract customers’ attraction
towards the products. Product feature is focused on the benefit of the product. The
benefit of the product should be described clearly.The rules and guidelines for
Takaful is followed of Shariah compliance and Islamic rules whereas free from the
prohibited elements of riba (interest), maysir (gambling) and gharar (uncertainty).
Interviewers described their choice of Takaful is product feature. The benefit on the
Takaful is high and not risky compared to the conventional insurance. Since Takaful
is complied with Shariah, interviewers will not worry to choose Takaful.
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Figure 4: Model of Takaful Selection Factors Among Entrepreneurs in Kota Bharu,

Kelantan.
Source: Atlas.ti Version 8: The Qualitative Data Analysis & Research Software

S. Conclusion
This study focuses on the factors influencing the choice of Takaful over conventional

insurance among entrepreneurs in Kota Bharu, Kelantan. The study contributes new
knowledge as captured by the following propositions:
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1. Takaful customers have a clear concept and knowledge of Takaful and
requirement of Shariah compliance. Takaful product is necessary for Muslims
as replacement of conventional insurance.

ii.  Takaful customers have awareness on the relationship between Takaful and
Islam in contemporary business.

iii.  The growth of Takaful businesses, however, remains slow compared to
conventional insurance. But, respondents are hopeful of the growth,
development and the roles of Takaful agents is getting better.

Takaful Operators and Takaful agents may use the findings of this research to
justify their efforts in developing, appropriate promotion and awareness
interventions. It is important to make sure that Takaful products and sales might can
thrive in Malaysia. For example, they should be more careful in handling the quality
of the services provided and their own corporate image which could affect the
customer’s attitude towards the company. This can encourage Malaysians in general
and Muslims in particular to appreciate the Takaful products that must have
complied with the prescribed Islamic Shariah. In addition, the organisation also
should provide enough trainings and workshop to their agents such as improve their
knowledge on the product because a high quality services of agents can increase
customer’s satisfaction. Having a good knowledge of Takaful products and
operations also offered to non-Muslim communities in Malaysia may also open up
their interest in purchasing Takaful products.

Through this research, it’s contribute to the researcher to help them to
increase their understanding regarding to the topic of “Takaful Selection Factors
among Entrepreneurs in Kota Bharu, Kelantan”. Besides that, it is able to help the
researchers to discover the reasons and to know more clearly that encourage people
to choose Takaful over conventional insurance in Kota Bharu, Kelantan. Besides
that, it’s also contributes to the universities because it can be used as a reference by
universities to understand and to know more deeply about the factor influence people
to choose Takaful plan over conventional insurance. It also contributes to the people
in Kota Bharu, Kelantan. It is because people it can ensure people to be more careful
to choose the best insurance plan for them because each insurance plan has its own
privileged. Lastly, this research also contribute to the entrepreneur in Kota Bharu to
be more aware on the importance of the Takaful and how they can mitigate their
business with the Shariah compliance risk protection instrument.
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Abstract

The purpose of this paper is to investigate the factors that influence the awareness of
bancatakaful among Universiti Malaysia Kelantan students. In this study, the
researcher examines the direct correlation between knowledge and education,
distribution channel and religious orientation towards awareness on bancatakaful.
The total respondents are 113 students were selected with an age range of 19-26
years old. The results showed that independent variables which are knowledge and
education and religious orientation have shown the significant value, while
distribution channel is not significant. The findings of the research are important for
Islamic financial institutions, especially for Islamic banks to improve their marketing
strategies. Better understanding concerning customer behaviour help Islamic banks
to effectively sell their products which directly spur their market share. The factors
that influence the awareness of bancatakaful have yet to be extremely discovered in
the literature. The direct relationship between knowledge and education and religious
orientation is achieved in this research. The study contributes to the field of customer
awareness in Islamic insurance product.

Keyword(s): Awareness, Knowledge, Education, Distribution Channel, Religious,
Bancatakaful.
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1. Introduction

Takaful is the word that derives form Arabic which is Kafala. The word of Kafala
brings a meaning which is guaranteeing each other or can be said as sharing
responsibility to each other (Al-Amri & Hossain, 2015). Takaful is an protection that
based on Shariah compliance, which is a guide from Quran instructions on what way
to deal with elements of uncertainty(gharar), interest (riba) and gambling (maysir)
(Mohamed, 2017). According to S. A. Salman, Rashid, and Hassan (2017), in
Takaful system, the participant need to contribute their sum of money into a specific
fund whereas at certain time the money will be used to cover the members who had a
specific loss or damage due to accidents occurred.

According to Al-Amri and Hossain (2015), takaful is the insurance that is
based on the Islamic Muamalat idea whereas it follows the rules of Islamic Shariah.
The growing of Takaful Business in Malaysia stands by the insurance rule, which
was secure by the Fatwa Council in Sudan in 1979. This was tailed by the beginning
of Islamic insurance or Takaful Act’s formation by Malaysia’s government in
November 1984. Fatwa Council is an body which was joined by scholars worldwide
in 1979 (Salleh et al., 2018).

In Malaysia the insurance industry is more competent than the Takaful
industry even though the dissimilarity in the productivity levels in the both industry
is quite minor (Musa et al., 2017). Takaful and conventional protection contracts are
quite dissimilar because the takaful is based on risk sharing while the conventional is
based on the exchange of risk. The policyholders in Takaful are serving one another
by equally providing protection in the incident if any of them has met with trouble.
Takaful is built on mutual-cooperation which can convey the people together (R.
Hassan, Salman, Kassim, Majdi, & Science, 2018).

Nowadays, takaful products have been sold by banks which act as bank
intermediaries between customers and takaful companies which also called as
bancatakaful. Some people still do not aware and notice about this distribution
channel which has actually been widely applied abroad. According to Jubri (2012),
the bancatakaful is a partnership between Islamic bank and the takaful company
where the Islamic bank use its channel to promote and sell the takaful products to
bank customers.

Although, bancatakaful growth successfully in neighbouring countries
including Indonesian, Sri Lanka, Pakistan and Singapore. However, in Malaysia, the
growth of bancatakaful is questionable. It is shown Indonesia, Sri Lanka, Pakistan
and Singapore develop well in their bancatakaful products especially in Pakistan
which rapidly expand their Islamic banking network across the country (Jaffer,
2012). Furthermore, previous research indicated that there is a lack of study on
bancatakaful. Thus, this paper aims to discover the factors that influence the
awareness of bancatakaful product.

Section 1 discuss on literature review regarding the independent variables;
knowledge and education, distribution channel and religious orientation and
dependent variable; awareness. Section 2, the researcher demonstrate on
methodology by using quantitative data collection method. The data has been
analysed by using IBM SPSS statistic 25. Section 3 discusses about the significant of
each variable that influence the awareness of bancatakaful and a few
recommendations were stated. Section 4 discuss on summary for this research paper.
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2. Literature review

Knowledge and Education

A study from R. Hassan, Salman, Kassim, Majdi, et al. (2018), majority of
community do not know what Takaful is. Respondents made recommendations that
Takaful workers should educate the community to surge awareness and a well
understanding of Takaful. When there is lack in customer knowledge about the basic
function of the product and service insurance offered to them, there is no possible
reason for them to choose the insurance product and services (AlNemer, 2015).
Shortage of knowledge and awareness among the individuals is the greatest tasks to
improve and development of takaful industry (Musa et al., 2017). These clearly seen,
most of the society have struggle to understanding exact terms of takaful. For
examples, they earlier do not alert with the expression of gharar (uncertainty) or
maysir (gambling). The deficiency of knowledge and awareness are the extreme
challenges to the progress and evolution of the Takaful insurance trade (Musa et al.,
2017). According to Bello and Ayuba (2014), there subsists a positive correlation
between customers’ knowledge and choice of Takaful. Regarding Takaful, clients
can gain information through systematized clinics by Takaful agencies, through
books and journals, and through marketing.

Distribution channels

Distribution channel is a set of interrelated association which make products or
services accessible to the buyer where it includes value creation, communication and
interchange. Simply put, interrelated means task of any members in the channel may
impact other members and their business results to be negative or positive. So, a
good communication between distribution channels is vital in influencing clients to
purchase products offered (Eshghi, 2018).

According to Malik and Ullah (2019), insurance and takaful companies have
adopted traditional and alternative distribution channels in promoting their products.
Traditional distribution channels comprise of private agents, independent
representative and dealer. Meanwhile, alternative distribution channels consist of the
internet, banks and direct mail. The growth trends predominantly require takaful
operators to use distribution channels, supplementary channels and more innovative
products to meet the demands of various users’ segments, hence improving family
Takaful intake (Remli & Rosman, 2018).

Takaful services providers are expected to improve the customer demand by
using effective approach of promotion techniques (Waseem-Ul-Hameed, Alj,
Nadeem, & Amjad, 2017). In order to make sure the promotion approach is
effectively affects the consumers’ awareness, distribution channels play an important
role in ensuring its effectiveness in attracting customer towards the products offered.
Therefore, increase in education level, distribution channel and religious orientation
will enhance Takaful awareness level and products demand (Lee, Ling, Ng, Tan, &
Wong, 2018).

Distribution channels like agents, salesperson, media, internet, bank
employees have a positive impact towards awareness level of Takaful. (Waseem-UI-
Hameed et al., 2017) have found that performance is positively related to awareness.
The lack of distribution channels for shariah-based insurance products and
international Islamic reinsurers remained the main challenges facing the takaful
industry in the Asean region. Hence, it is crucial to revoke each position in
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distribution channels to be function efficiently and effectively. As in bancatakaful,
bank staffs who act as agent play important roles in creating awareness towards the
customer regarding the need of life insurance for future life planning.

Based on Kumar (2019), the bank managers and life insurance companies can
emerge out of very extraordinary societies. There might be contrasts in the
perspective and business methodologies of bankers and life insurances companies
managers. These distinctions make communication and implementation of
bancassurance tasks become difficult. Traditionally, banks are demand-driven
associations with a reactive selling philosophy whereby life insurance associations
are normally need-driven and have an aggressive selling philosophy. As for Muslim,
they should be made aware of purchasing takaful rather than conventional insurance
which is obviously consist element of riba (interest) in every transactions. Thus,
having a productive bank staff as one of the takaful distribution channel would help
increase the awareness of bancatakaful among Muslim, especially for students who is
still having no idea of how important of life insurance is.

Religious orientation

Souiden and Rani (2015) defined religion as a systematized system of beliefs,
practices, rituals and symbols designed to enable closeness to the God and to foster
considerate and concern to others which are living together in a community. While
religiosity means the attitude and behaviour of individual who are committed to the
religion he or she professes and its teachings. Dzulkarnain and Hatta (2017) stated
that religion is the main aspect in Islamic banking. Most of the Muslims choose
Islamic banking because it is free from the interest where it forbidden in Islam.
Islamic banking not only known by Muslims but non-Muslims also has the
information about it. Religion is the most important factor that can changes the mind
of the customer (R. Hassan, Salman, Kassim, Majdi, et al., 2018).

Based on the study by Waseem-Ul-Hameed et al. (2017) stated that religion
has positive effects toward awareness of Takaful. This is because Takaful is one of
the Islamic products in the financial institutions that comply with Shariah laws. It is a
priority for Muslims to live accordance with Shariah. Mansor, Masduki, Mohamad,
Zulkarnain, and Aziz (2015) find that someone who under religious knowledge are
more likely to accept Takaful facilities that accordance with Shariah law. Meanwhile
Lee et al. (2018) stated that religiosity can give impact to the Takaful’s preference
and buying intensity. This is because, Muslims these days would choose Takaful
instead of insurance based on their faith in religion.

Waseem-Ul-Hameed et al. (2017) indicated that there are positive impacts on
religious orientation toward awareness level of Takaful. It is means that people who
beliefs in their religion more aware about Takaful. Purpose of this research is to find
out the major factors that influence the awareness level of Takaful. This study finds
strong positive relationship between religious orientation and awareness of Takaful
among general public of Pakistan.

Based on the previous study, most of the researchers e.g Khan and Siddiqui (2017),
Mansor et al. (2015), Zakaria et al. (2016) stated that religiosity is one of the
important factors that give impact to consumer decision in choosing Islamic product.
However, there are also researches e.g Harun, Rashid, Hamed, and Culture (2015),
Souiden and Rani (2015) find that religiosity factor cannot be identified as a main
factor in choosing the Islamic banking product. In conclusion, due to the lack of
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religious background in Islamic teaching it has weakened religious beliefs and thus
influenced the awareness and knowledge of Islamic banking products and services.
Awareness

The researchers stated that awareness and intention to choose Takaful have a positive
significant relationship because people will make the right decision by choosing
takaful product (Al-Salih, 2014). If the awareness of Takaful in the society is lower
in rank, it will bring a negative impact towards the Takaful preferences. The low
level of awareness and understanding of Takaful in Malaysia will influence the
intention and consumption of the customer towards Takaful (sheikh Ali & Jama,
2016). The lower level of awareness and understanding of Takaful in Malaysia will
influence the intention and consumption of the customer towards Takaful (R. Hassan,
Salman, Kassim, & Majdi, 2018).

According to S. Salman, Rashid, and Hassan (2016) out of the 503
respondents, 124 of the respondents have no knowledge of Takaful and 45% are not
aware that Takaful policy holders share risks mutually. Also, 38.8% do not know that
Takaful is free from betting (gambling), doubt (uncertainty), and interest (riba) and
out of 70.2% respondents, however think that Takaful products comply with Sharia.
A high level of awareness was found among the respondents regarding the
availability of Takaful and even greater awareness was noted regarding conventional
insurance compared to Takaful (Ahmad Mokhtar, Abdul Aziz, & Md Hilal, 2017).

Awareness have a good significant impact on Takaful behaviour intention
among a sample of Pakistanis. A high percentage of respondents are aware of the
existence of takaful (H. A. Hassan & Abbas, 2019). The awareness has been
empirically proven as one of the important aspects that impact market preference.
Literature reveals that awareness positively influences preference by give the
awareness among people (Hidayat, 2015). Lack of understanding and awareness of
the takaful products will decrease takaful demand (Yakob, Hafizuddin-Syah, &
Hisham, 2019).
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3. Methodology

Quantitative research design is used as the data collection method. This method is
used self-administered questionnaire as a tool to get the data from the respondents.
This questionnaire is developed based on previous study. The questionnaires are
distributed to the respondents randomly by using Google Forms and papers. The total
of respondents of this study is 113 students of Universiti Malaysia Kelantan (UMK).
From the questionnaire, the researchers key in the data by all researchers to avoid
from any error data installation. Data is analysed by using IBM SPSS version 25. T-
test, Regression analysis is applied to identify factors that influence the awareness of
bancatakaful among university students.

4. Results and Discussion

Table 1.0, shows the respondents’ demographic that consists gender, age, years of
study and level of education. In detail, it can be seen that female stated the higher
frequency (n=94) than male (n=19) with the percentage of 83.2 % and 16.8%
respectively. Majority of the respondents age is come from 21 years old student with
the 41.6% (n=47). The age of 20 and 24 years old illustrate the minority with the
percentage of 1.8% (n=2).Moving on to the years of study, fourth year student
demonstrate the highest frequency (n=52) with the percentage of 46% while first
year student shows the lowest frequency (n=6) at the percentage 5.3%.Next, it is
evident from the table that the level of education in matriculation shows the most
number of frequency (n=58) with the percentage 51.3%. The lowest frequency
comes from the level of education in diploma (n=8) which is 7.1%.

Table 1: The Demographic Profile of Respondent

n=113
Frequency Percent (%)
Gender Male 19 16.8
Female 94 83.2
Age 20 years old 2 1.8
21 years old 47 41.6
22 years old 44 38.9
23 years old 12 10.6
24 years old 2 1.8
25 years old 6 53
Years 1 6 53
2 25 22.1
3 30 26.5
4 52 46.0
Education STAM 14 12.4
STPM 33 29.2
Matriculation 58 51.3
Diploma 8 7.1

Comparisons mean score on awareness of bancatakaful between gender, years of
study and education level

Based on table 2.0, there was a not significant difference in mean score for
awareness between male (u =3.87, o’= 0.68) and female (u =3.74, ¢>=0.74);
t(111)=0.73, p=0.47. This study indicates mean score for male is higher than female.
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The first year student (N=6) has the lowest mean score (i =3.5) and the highest mean
score (u = 4.03) is third year student (N=30). However, there was no significant
mean score of awareness at the p<.05 level for four years of study [F (3,109) = 2.27,
p= 0.084]. STPM student (n=8) has the lowest mean score (i =3.70) and the highest
mean score (L =3.81) is the matriculation student (n=58). However, there was no
significant mean score of awareness at the p<.05 for level of education [F (3,109) =
0.18, p=0.913].

Table 2: Mean score for awareness by gender, years of study and education

Gender N  Mean _ Std. dev Sig.
Mean score for awareness Male 19 3.874 0.681 0.450
Female 94 3741 0.738
Years of study
Mean score for awareness First year student 6 3.50 0.83 0.084
Second year student 25  3.79 0.68
Third year student 30 4.03 0.83
Fourth year student 52 3.63 0.64
Education
Mean score for awareness STAM 14 3.76 0.83 0.913
STPM 33 3.70 0.77
Matriculation 58 3.8l 0.71
Diploma 8 3.75 0.65

Factors to influence the awareness of bancatakaful

The mean knowledge and education is significant (p=0.000) and the coefficient is
positive which would indicate that higher in knowledge and education is related to
higher awareness. Next, the mean of distribution channel is not significant (p=0.320).
In addition, religious orientation has positive significant towards awareness on
bancatakaful (p=0.000). R square indicates the proportion of variance in awareness
of bancatakaful that can be explained 59.1% by knowledge and education,
distribution channel and religious orientation. The model of this study can be
explained in equation (1).

Mean of awareness = -0.115 + (0.364 knowledge and education) + (0.090
Distribution channel) + (0.534 religious orientation)
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Table 3: Regression result

Dependent : Awareness

Variables Coefficient

(t-value)

Knowledge and education 0.364*
(5.451)

Distribution channel 0.090
(0.999)

Religious orientation 0.534*
(5.135)

Constant -0.115
(-0.317)

Observations 113

R? :0.591

t statistics in parentheses
*p <0.05, **p <0.01, ***p <0.001

Based on the result that has been analyse, it demonstrated that independent
variable which is knowledge and education and religious orientation has shown the
significant value (p=0.000) respectively and has not significant for distribution
channel (p=0.320). The R square illustrates only 59.1% and the rest might be
explained by the other variable. This proves the model developed from the researcher
were not strong enough to support the hypothesis stated in this research. The
awareness can be seen through the knowledge and education of an individual itself
due to most of student from year three aware about the bancatakaful product
compared to the student in year one.

Knowledge and education were the essential variable which reflects to the
awareness because through the knowledge and education the individual will able to
make an opinion and decision about the bancatakaful product and can avoid them to
choose the bancassurance product. Next, distribution channel were not significant in
relating to the awareness of student about bancatakaful product due to the lack of
promotion about the existing of bancatakaful in their area. The religious orientation
were significant which gives the reflects to the awareness of bancatakaful product
because BBA Islamic Banking and Finance student that has the knowledge will
know the element that exist in conventional product such as riba, gharar and maysir.
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Knowledge and education is one of the independent variable in this study
shows that significant to use for giving awareness to BBA Islamic Banking and
Finance student. Besides, some people have a knowledge and education that can help
build opinions about difference of takaful and bancatakful and same goes between
bancatakful and bancasurance. Religious orientation also has positive relationship
because religious orientation could bring awareness because it shows of element riba
that include in insurance. For future researches religious orientation should be
practise by family members which bring the huge impact on creating the awareness.

So, overall that it means that this model is suitable for 113 students because it
shows the significant value should be approximately 1% for model to be strong while
our significant value only reached 0.59%. It has shown that the model of our studies
is moderate to strong by using this model. For future researcher, we would like to
recommend for improving the limitation as mentioned above. Firstly, the sampling
location in this study is limited. Thus, it is suggested to expand the location for this
study to give awareness among people. Also, future research can collect the data
from respondents all around Malaysia from west to east to get especially Sabah and
Sarawak in order to have whole view from people in Malaysian.

S. Conclusion

Throughout this study, it was noticed that several factors are affecting the awareness
of bancatakaful among Islamic banking and finance students. These factors include
knowledge and education and religious orientation which are more significant
compared to distribution channels. The findings of this study could give benefits to
the top management and policy maker in evolving their strategies. The government
should provide some exposure regarding future life planner like bancatakaful in
earlier stage and also provide some educational advertisement continuously to
educate the public on the importance of having bancatakaful. Religious education is
more effective if it is taught and practiced by the family members. Thus, one’s
religion beliefs would affect the individuals to perform a permissible act in any kind
of affair including business and transactions. Based on the above suggestions, further
in-depth analysis on this topic is needed to overcome the limitations in this study to
create better discoveries that could benefit the Takaful industry.
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Abstract

The purpose of this study is to analyse the factor of acceptance of Takaful among
students in Faculty of Entrepreneurship and Business (FEB) at City Campus,
University Malaysia Kelantan (UMK). This research involved all students in FEB
from year 1 till year 4. A survey questionnaire was conducted to collect relevant and
recent data on consumer perception relating to the Takaful. For this study, the factor
are background of difference and reliability of Takaful, consumer behavior,
awareness and knowledge and acceptance of takaful among students in FEB at City
Campus, UMK. By using Pearson’s Correlation Coefficient Analysis, Multiple
Regression Analysis and Reliability Analysis the result shown that background of
difference and reliability of Takaful, consumer behavior and awareness and
knowledge have a positive significance relationship toward the factor acceptance of
Takaful. This research provides the result factors of acceptance of takaful, which to
the best provides suggestions for the future researcher, academic institutions and
authorities to make some significant improvement.

Keywords: Background Difference, Reliability, Consumer Behavior, Awareness,
Knowledge, Takaful
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1. Introduction

Takaful can be defined as financial option other than conventional insurance which
refer to Shariah Compliance Insurance. The word Takaful in term of Arabic is kafala
which means to guarantee, look after or trust. The word takaful also derived from
takafala which means helping one another or looking after one another. In hadith,
Prophet Muhammad (peace be upon him) says “‘tie the cancel, then submit (tawakal)
to the will of God’’. In Al-Quran Surah al-Maidah (verse 5:2) has mentioned about
Takaful Shariah basis Allah says “Help (ta’awum) one another in furthering evil and
enmity”.

The basic principle of the Islamic economic system is on how the wealth been
distributed equally. Takaful based on system to encourage people to contribute their
wealth to help in a dire situation. The Islamic economic system focused on helping
certain people through the accumulation of wealth. The Islamic law of inheritance
handle all the related work of managing the wealth. It divides the wealth of the dead
over a wide range of the beneficiaries. The takaful agent in a family takaful scheme
is only a safe keeper and when the participant died all the takaful money will be
distributed among the heirs. It is crucial to know the reasoning students in university
not to engage in buying or subscribe Takaful products. This happen when student
misconceptions about takaful and also Takaful operation itself.

This study aims to investigate the factors influence acceptance of Takaful
among the students in Faculty of Entrepreneurship and Business (FEB) at City
Campus, University Malaysia Kelantan. This research wants to know on how
awareness and knowledge among students about Takaful. So, this research had
investigated the factors of background difference, behavior consumer, awareness and
knowledge among faculty entrepreneurship and business (FEB) students.

According to Anwar (2008) what made takaful and conventional insurance
differ from one another are the participants agree to contribute in the takaful fund
and share the loss of each other. So if one of the participant made a claim, it is paid
out of the combined takaful fund among the participants. This will eliminate gharar
(uncertainty) that was not Shariah compliance. Next, the participants also share the
profit and liability where all participant share the same risk from the fund. Takaful
company does not bear the risk like the conventional insurance. At year end, if the
investment make a profit, it will be shared equally among the participants. Other than
that the investment need to follow Shariah law. For example, they cannot invest in a
company that sell wine or cigarettes that are not permitted by Islam. Takaful
practices are only involves in elements of mudarabah and tabarru’ compare to
conventional insurance that has element of riba, gharar and maysir. Lastly, in takaful
the paid premium is treated as both donation (tabarru’) and saving (mudarabah)
compare to insurance that are more to sale of item. The profit are distributed to the
participants and takaful operator based on the agreed ratio between both parties
compare to insurance, the participants do not get any share from the investment and
shareholder on get profit from the investment return. Under takaful the participant’s
funds belong to the participants on collective basis and are managed by the
shareholders compare to insurance where all fund only belong to the company and
assets are separated between the participants and shareholders.

Takaful now are growing faster than insurance. It is growing at 20 to 25% per
annum better than insurance which only at 5 to 5% per annum. The validity of this
growth was made possible since both for the customers and entrepreneurs of Islamic
insurance demand takaful. In a market place, the attraction of takaful are well known
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since its system priorities justice above others. Takaful has good ethical structure
which can be accepted by both Muslim and non-Muslim.

2. Literature review

2.1 Background of difference and reliability.

Hayrettin Karaman (1997), learns in public awareness of how backgrounds can be
the background of individuals can influence decisions, repeating the methods
introduced to combat dishonest actions that spoil your beliefs must be in line with the
rules of Islamic law and insurers must try seek the truth about the right insurer to be
under Islamic law. According to Ahmad (2010), examines the problems and
prospects of Islamic banking, said compared with Western countries, the Takaful
market that has not been introduced in Islamic countries still exists. The background
of a country is also important to influence individual decisions in making decisions.
In accordance to Ashikin (2012) and Rom (2012), the title Less contribute Takaful
scheme and implementation prospect Takaful Micro in Malaysia was said that Low-
income groups will only be willing to pay at no more than RM35 per month for
Takaful contributions for those who living in rural areas is only willing to pay a
monthly premium of RM 20 or less. Beside, Taqiyuddin (1990), said that the poor
are the poor and living with the income is not enough to cover their needs while the
income groups the low is the only limited financial source. Hassan (2009) found that
studying in reliability of something can affect individuals to choose Takaful. Islamic
societies enjoy the diversity of financial services that are based on Islamic Shariah
law in all Takaful safeguards specific parts of custom recourse procedures can be
used. Nunnally (1978), studying in measurement factor that affects reliability. Said
that the reliability of each measurement factor is high and reliable for further
analysis.

2.2 Consumer behaviour

Consumer behavior is one of the factor influencing acceptance of Takaful among
student. Studying by Pace (2013), the studying religious teachings are greatly
influenced that said it very well may be said that religion can legitimately impact
customer bias through religious precept. According to Karim (2011), studying in
buyers goal that said buy goals give a linkage between ability to buy an item or
administration. A research conducted by Mokhlis (2009) showed religion can
influence consumer behavior by influencing the evaluation of their product
information, product and service choices, and usage patterns. Swimberghe (2011),
since the development in religious-related literature with marketing and consumer
behavior has been slow. This demands the development and creation of greater need
for theoretical stripping of how religious beliefs influence consumer marketing and
attitude behavior. It is said that development in this area is due to various factors.
Robbin (2007), these include religious communities who have a negative perception
of marketing, religious sensitive nature as the subject of measurement problems and
methodologies in producing legitimate and credible data. Organizational Behavior by
Kotler and Keller (2012) found that, client conduct is an investigation of how people,
gatherings, and associations pick, buy, use and discard merchandise, administrations,
thoughts, encounters to address their issues and needs.

133|Page



Proceedings of Entrepreneurship and Business | 2020

23 Awareness and knowledge.

Awareness and knowledge is the most influencing acceptance of Takaful. A research
conducted by Norlida et al (2004) showed evaluates people awareness about family
Takaful through questionnaire with 220 respondents. The study reveal only 51.1 %
respondents are aware of the existence of family Takaful. It also reveals that the
higher their education, the more they are aware about Takaful plan. A study
conducted in Brunei by Matsawali et al., (2012) is to investigate customers’
awareness about the different between them, focused on benefits, principles and
values, it has a significant lack of awareness among the consumers. Brunei being an
Islamic state, one would like to imagine that sensitization of Takaful has been done
successfully. The finding revealed that 85% of customers used Takaful because it
was available, and the other 65% also noted to use conventional insurance because it
also available in the country. Matsawali et al. (2012) supported this researcher uses a
random sample basis and record the consumer preference and how they understand
Takaful and Conventional insurance. It reveals that even though most of the public
choose Takaful over conventional insurance but their knowledge on Takaful are still
very low. From the view of the Malaysian small medium enterprises (SME), a
qualitative study by Ismail et al.(2012) An investigation of the awareness level of
Takaful products among the micro enterprises in Malaysia, it shows that majority of
them only know about conventional insurance. However, most of the respondents
didn’t know about the availability of Takaful product. For example the Takaful has
exist in India for more than 20 but not many people subscribe it.

2.4  Factors Influence of Acceptance Takaful

Based on Razak et.al (2013), the study aims to find out the factors that influence the
acceptance of Takaful among people based on service quality, product,
characteristics, advantages and perception among people. It also to know what kind
of factors that mostly giving the higher affect about the acceptance of Takaful among
people. Based on finding, it shows that service quality is the main factors on why
people choosing Takaful plans. It can be concluded that service quality is the key to
make sure people choosing this plan for their protection plans. Other than that,
research by Zainal Abidin (2005), this study aims to find out the factors that
influence the acceptance by using random pick among people to measure the level of
acceptance about the Takaful. Based on the research, the finding is to make sure that
the customer always satisfied about this plan as their protection plans. It can be
concluded that protection is very important to make sure that in future we have the
backup protection plan if something bad happen. Then, according to Rahim and
Amin (2011), the study aims to explore about the factors that encourages the
acceptance of the Takaful. There are some factors that influence about this research
which are attitude, subjective norm and amount of information (AOI). Based on the
researched, it shows about 176 respondents that clear and accept about this plan of
Takaful. It can be concluded that customer accept Takaful plans because the impact
of factors that influence it. So, to increase the acceptance among people the right
plans need to be follow up and always choosing the best strategy.

3. Methodology

3.1  Research Design

Through this research design it involves planning and structuring of research
activities. Data are collected to help researcher in accessing the relationship between
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independent variable. This quantitative research method was used because data can
be collected through questionnaire. The purpose of this study will be figure out the
level of acceptance of Takaful among students in Faculty of Entrepreneurship and
Business (FEB) at City Campus, University Malaysia Kelantan (UMK). It is
conceptual correlation in that it tries to determine the relationship between
background of difference and reliability of Takaful, behavior consumers and
knowledge and awareness.

3.2  Research Instrument

The test use for information accumulation for this examination will be utilized
overview poll. The surveys will act naturally gave and will be appropriated to every
one of the general populations. Engaged with this investigation and will always
follow up on people who responded related to the questionnaires.

3.3  Population/ Sample Size

The population for this study, for quantitative method, contained of the all of
students in Faculty of Entrepreneurship and Business (FEB) at City Campus,
University Malaysia Kelantan. As the record, students in Faculty Entrepreneurship
and Business (FEB) of City Campus, UMK there are 3020 students (N) from the total
4354 students at City Campus, UMK. So, the total of population FEB students is
3020 and it is chosen because we want to find out factors influence acceptance
Takaful by FEB students at City Campus, UMK on Takaful.

3.4  Determination of sample size

To simplify the process of determining the sample size for a population, Krejcie &
Morgan (1970), produce a table using sample size formula for limited population.
For the purpose of this study, the population sample was determined on the basis of
Krejcie Morgan table 1970. By using Krejcie Morgan table of sample determination,
the sample for the study is 346 (S). The sample size representatives of the student in
this study were 346.

3.5  Sampling Technique

This survey involved undergraduate from 5 courses in University Malaysia Kelantan
at City Campus which is (SAB,SAK,SAL,SAR and SAE) and spread the
questionnaire among student. The sample size for this survey is 346 students. The
method sampling that we used was stratified sampling because this method can be
partitioned into five courses in FEB and also setting apart and distributing based on
the total number of students UMK in each campus. All students UMK participated
on unnamed and private basis. The majority student in UMK Campus City were
Malay. The distribution of the sample size of 346 was an attempt to represent all the
FEB’s students in the City Campus, University Malaysia Kelantan.

3.6  Data collection method

Data collection method is a process of researcher engages to collect data that would
answer the research objectives or research questions. This method basically divided
into two which are primary or secondary data. Primary data often based on principles
of the scientific method while secondary data refers to the information that has been
collected by a person and easily available to the researches. This studied utilized
primary data that was collected from the respondent which are FEB’s student in
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UMK. Primary data was collected using closed ended structured questionnaire. The
questionnaire adopted a Likert scale of 5 levels. The questionnaire was administered
via email to the respondents.

4. Findings and Discussion

The focused on this study were determining the factors influence acceptance of
takaful among the students in faculty of Entrepreneurship and Business (FEB) at City
Campus, University Malaysia Kelantan. Based on the study, researcher had applied
frequency analysis, reliability analysis, descriptive analysis and Pearson’s
Correlation Coefficient. That was analysing, to ensure that the research are achieved
and answer the research questions.

Table 4.1: Descriptive Analysis of Consumer Behaviour

Independent Variables Mean Standard Deviation

Consumer Behavior 4.130 0.495

Based on Table 4.1 shows independent variable of consumer behaviour has
lowest value of mean which is 4.130 and the standard deviation is 0.495. This shows
that the respondent still agree with the statement about takaful was important to their
live. Kamil and Mat Nor (2014), found that takaful is part of a way of life to a
Muslim and it is obligation to get protection of Takaful compared to the conventional
insurance.

Table 4.2: Descriptive Analysis of Background of Difference and Reliability of

Takaful
Independent Variables Mean Standard Deviation
Background of Difference 4.214 0.449
and Reliability of Takaful

Based on Table 4.2 shows that the background of difference and reliability of
takaful has the value of mean is 4.214 and the value of standard deviation is 0.449.
The respondent tended to agree with the statement about the background of
difference and reliability of takaful based on they believed that Islamic law is
prohibit interest for a loan. Research by Ahmed E. Souiaia (2014) on their study,
Muslim scholars on the other hand extend the prohibition on riba to all one cannot
profit from interest, cannot charge interest, and cannot be engaged in transactions
that charge interest to anyone, Muslim or non-Muslim, under all circumstances.

Table 4.3: Descriptive Analysis of Awareness and Knowledge

Independent Variables Mean Standard Deviation

Awareness and Knowledge 4.255 0.514

Table 4.3 shows that independent variables of awareness and knowledge has
the highest mean value which is 4.255 and for standard deviation is 0.514. That was
meant the respondent tended to agree with the statement that awareness and
knowledge provides the more information which will helps students to understanding
the important of having Takaful. The respondent tended to agree that they know their
contribution part of takaful will be invested in investments that are in line with the
Shariah. Based on Mohammad Idham (2013), the takaful operator simply functions
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as administrator of the takaful fund whose responsibility includes managing and
investing the fund according to the shariah principle.

Table 4.4: Correlation coefficients

Variables Correlation Coefficient
Consumer Behavior 0.680**
Background of Difference and Reliability 0.569%*
of Takaful
Awareness and Knowledge 0.683**

**, Correlation is significant at the 0.01 level (2-tailed).

Table 4.4 shows that the value of Pearson’s Correlation (r) is 0.680 which
indicate a strong positive linear correlation. Therefore, it can be concluded that
consumer behaviour give a great impact on the acceptance of Takaful among FEB
students in City Campus. Hence, hypothesis 1 (H;) is accepted.

Next, the value of Pearson’s Correlation Coefficient (r) is 0.569 which refer
to strong positive linear correlation. Therefore, it can be concluding that background
difference gives a positive impact on the acceptance of Takaful among FEB students
(p=0.647 >0.01). Hence, hypothesis 2 (H;) is accepted.

From the table above the value of Pearson’s Correlation (r) is 0.683 which
show a strong positive linear correlation. Therefore, it can be concluded that
awareness and knowledge give a great impact in the acceptance of Takaful among
FEB students. Therefore hypothesis 3 (H3) is accepted.

Table 4.5: Multiple Regression Analysis- Coefficient

Model Standardized t Sig
Coefficient
Beta
Consumer Behavior 0.384 7.349 0.000
Background of 0.054 1.020 0.309
Difference and
Reliability of
Takaful
Awareness and 0.383 6.923 0.000
Knowledge

Based on Table 4.5, the factor of consumer behaviour is the highest (f=
0.384, p=0.00), followed by awareness and knowledge (= 0.383, p= 0.00). Overall,
result suggest that all saving motives significantly influence acceptance of takaful,
with consumer behavior motives as the strongest determinant. However, background
of difference and reliability of takaful did not have a significant relationship with
acceptance of takaful (f= 0.054, p= 0.309), therefore rejecting hypotheses H> which
postulates a positive relationship between background of difference and reliability
and acceptance of takaful. This suggest that acceptance of takaful is not affected by
background of difference and reliability of takaful.
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Table 4.6: Multiple Regression Analysis — Model Summary

Model R R Square Adjusted R Std. Error of
Square the Estimate
1 0.7442 0.554 0.550 0.38071

Based on Table 4.6, the value of R-square is 0.554. From this value, it
indicates the independent variables of background of difference and reliability of
takaful, consumer behavior and awareness and knowledge contributed 55.4% factors
to turnover intention. Meanwhile, another 44.6% factors to turnover intention is
obtained by other independent variable which is not been measured in this study.

S. Conclusion and recommendation

The factors influence acceptance of Takaful among the students in Faculty of
Entrepreneurship and Business (FEB) at City Campus, University Malaysia Kelantan
by specifying the determinants of background difference and reliability of Takaful,
consumer behaviour, awareness and knowledge are the main purpose of this study.
This research project has met its research objective to identify the factors and the
most important factors of background difference and reliability of Takaful, consumer
behaviour, awareness and knowledge and analyse the significant effect factor
influence acceptance of Takaful among the students in Faculty of Entrepreneurship
and Business (FEB) at City Campus, University Malaysia Kelantan (UMK).

The finding of this research indicates that all the independent variables which
are background difference and reliability of Takaful, consumer behaviour, awareness
and knowledge have a positive significant relationship toward the factors influence
acceptance of takaful among the students in FEB at City Campus, UMK after
evaluating by Pearson’s Correlation Coefficient Analysis and Reliability Analysis. In
addition, this chapter also provided a suggestion for the future researcher, academic
institutions and authorities to make some significant improvement.

In the conclusion, the outcome of this study shows that awareness and
knowledge is the most crucial factors influence acceptance of Takaful among the
students in FEB at City Campus, UMK and the least crucial factors is background of
difference and reliability of takaful. Besides, this research has stated some limitations
that have been met and recommendation for the future researchers. Thus, this study
serves information for those who want to study deeply on the factors influence
acceptance of Takaful among the students in FEB at City Campus, UMK. In
recommendation, to influence students to accept Takaful, the universities in Malaysia
especially Kelantan should organize seminar or campaign about Takaful to give more
information and consciousness of having takaful in future to the students and also
increase the most factors. Moreover, the takaful agent should also take an action
carefully, effectively and seriously to promote their products and services in line with
Shariah compliance.
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Abstract

Bank Muamalat Malaysia Berhad (BMMB) Kelantan branch had joined hand with
MAIK to start MAIK-Muaamalat wagf where BMMB will be able to include wagf
elements in its products. The purpose of this study is to understand the acceptance of
cash waqf among Muslims in Kelantan through a case study of BMMB. In studying
the acceptance of cash wagf, three influencing variables have been identified which
are awareness, religiosity and attitude. There are a total of six branches of BMMB in
Kelantan that the researchers have interviewed for the purpose data collection. The
results had shown that the acceptance of cash wagf in Kelantan is influenced by the
three variables. The researchers were subjected to time and money constraints which
resulted in the limitation of the study and focused on BMMB. Through the research,
the researchers hope to enlighten the Muslims in Kelantan as well as relevant
organizations towards the factors that would enhance the acceptance of cash wagf'in
Kelantan. The research takes on a new approach towards cash wagf studies by
applying a qualitative approach towards the cash wagf operators.

Keyword(s): Cash Waqf, Awareness, Attitude, Religiosity, Muslim, Bank Muamalat
Malaysia Berhad

1. Introduction
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The concept of wagf had existed before the existence of Islam under the guise of
charity, however it was the teachings of Islam that recognizes or defines the concept
and established the legal form of wagf (Khademolhoseini, 2008). One of the first
records of wagf property is the endowment of the Quba mosque by the prophet
Muhammad (Haron, M., Kamarudin, M. K., Fauzi, N. A., Ariff, M. M., & Zainuddin,
M. Z., 2016; Khademolhoseini, 2008). This shows that wagf in its regulated form had
existed since the time of the Prophet Muhammad PBUH and yet the implementation
of wagqf is still deemed as inadequate even in Muslim countries such as Bangladesh
as the third largest Muslim country in the world (Karim, 2010; Isa, 2011).

Contrary to public belief, the term wagf was never explicitly mentioned in the
Holy Quran (Rahaman, 2011). The legal jurisdiction for wagqf was obtained from
several hadith that records The Prophet Muhammad PBUH telling the sahabah to do
wagqf in its definite sense by telling them to devote the usufruct of a property to the
public while barring any transaction from the property albeit without specifying the
term (Rahaman, 2011; Puad, 2014). Understandably, there were already records
(hadith) of both philanthropic and religious wagf even back then (Haron, M.,
Kamarudin, M. K., Fauzi, N. A., Ariff, M. M., & Zainuddin, M. Z., 2016). However,
the earliest recorded practice of cash waqf was during the time of the sahabah,
specifically during the era of Roman Empire (Haron, M., Kamarudin, M. K., Fauzi,
N. A., Ariff, M. M., & Zainuddin, M. Z., 2016; Ahmad, 2014). Nonetheless, it was
not until the 16" century of the Ottoman Empire that cash wagf had firmly taken root
(Haron, M., Kamarudin, M. K., Fauzi, N. A., Ariff, M. M., & Zainuddin, M. Z.,
2016; Khademolhoseini, 2008). Even so, its popularity had led to a heated debate
among scholars that lasted until the 17" century (Rahaman, 2011; Cizakca, 2004).

Wagqf itself is perpetual in nature. The perpetual nature of wagf dictates that
wagqf assets or properties would never reduce instead it would continue to grow
throughout the years as a form perpetual charity (Rahaman, 2011; Puad, 2014). Wagqf
has long been determined by researchers as an instrument of poverty alleviation
alongside zakah. Nonetheless, poverty still remains even in major Muslim countries
(Khan F. , 2001; Fazlul, 2010). Previous researchers such as Masruki and Khan F.
(2001) also believe that wagf property possess the potential to improve the socio-
economic of the community which is severely hindered by the inefficiency of wagf
management, development and administration. Consequently, proper development of
wagqf estates holds the potential to generate a sizeable income for the country (Fazlul,
2010).

Despite the continuous development of wagf management over the years,
Majlis Agama Islam Negeri (MAIN) still faces multiple challenges in administering
wagf in its respective states (Majid, 2014). Studies regarding the efficiency,
effectiveness and accounting issues of Wagf management in Malaysia had been
extensively carried out over the years each coming forth with their own
recommendations for improvements some of which are similar such as a standard
manual for Wagf management in Malaysia (Isa, 2011; Khan T. , 2015; Puad, 2014).
Consequently, researchers have admitted that wagf administrations are the main issue
of waqf management (Isa, 2011).

In the state of Kelantan, waqf management and administration is under the
jurisdiction of Majlis Agama Islam Kelantan (MAIK) (Azmi, 2014). The
management of wagf is in conjunction with Baitulmal which is responsible for its
management (Majid, 2014). Similar to the management of wagf in the country,
MAIK also face challenges in administrating wagf in Kelantan. The challenges
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include legal and regulations, management and administrations and the development
of wagqf projects (Azmi, 2014). A study has shown that the main challenge faced by
MAIK is the absence of a law which implements the practice of wagf. Nonetheless,
these challenges did not stop the advancement of wagf management in Kelantan. In
the year 2015, MAIK has launched an online cash wagf system in its official website
of @wagqaf.e-maik.my in its effort to facilitate the people and making endowments
through online banking (Mutalib, 2015; Kelantan, 2019). This paper aims to know
the encouragement of awareness on acceptance of cash wagf in Kelantan, to identify
whether the religiosity can encourage the acceptance of cash wagf'in Kelantan and to
investigate whether the attitude could enhance the acceptance of cash waqf in
Kelantan.

2. Literature review

2.1  Awareness

Studies of Islamic finance in Malaysia had shown that Malaysian have low level of
awareness in the subject. Ahmad, Shahrizan & al-Hasan (2017) had stated that even
customers of Islamic banks are unfamiliar with its principle. The study had attributed
the low level of Islamic bank awareness among its customers to the lack of
knowledge and appreciation towards Islamic bank caused by substandard marketing
strategies. Similarly, Malaysian also has a low level of awareness of other Islamic
financial products such as takaful insurance, wagf and cash wagf (Hassan, 2018;
Adeyemi, 2016).

Adeyemi (2016) had further stated that the low awareness of cash wagf in
Malaysia can be contributed to three factors which are a lack of understanding, a lack
of promotion as well as social culture influence. Generally, most of the researchers
who conducted studies regarding the awareness of Islamic financial products had
suggested improving the marketing strategies of the products (Rammal, 2016;
Jameel, 2017; Ahmad S. A.-A., 2017; Hassan, 2018; Amin H. A.-R.-A., 2014;
Adeyemi, 2016). According to Puad (2014) had also listed the lack of marketability
and awareness of wagf as challenges in wagf practices.

In conclusion, previous studies on Islamic finance in Malaysia had shown
that Muslims in Malaysia to have insufficient awareness regarding various Islamic
financial products including cash wagqf. Researchers had also concluded that the
awareness level of a particular Islamic financial product in a community would affect
its acceptance in said community. Following that belief, this research had listed the
awareness level of cash wagf as one of the factors that influences its acceptance in
the state of Kelantan.

2.2 Religiosity

According to McDaniel and Burnett (1990), the term of religiosity could be translate
and being understand in various of form but it is more accurately being described as
a belief value in God. Besides, Worthington (2003) stated that the term of religiosity
is also known as the degrees to which a person shows their compliance and obeying
toward the religious values, beliefs, and practices that are related with their daily life
activity and task.

According to Johnson (2000), individuals with higher levels of religiosity will
maintain the behaviour patterns that are guided from religion. Furthermore, based on
Robert (2014) research it has stated that an individual’s religious attitude will play a
role as a moderator that will link their behaviour with their belief system. By this,
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the liberal attitude will lead to the higher level of theological openness and diversity.
Meanwhile, for conservative attitude will leads to a strict and accurate application of
religious tenets. Thus, religious attitude may influence individual's decision whether
to give charitable donations to secular non-profit organizations or making the cash
wagqf as being recommend in religion of Islam in order to help the development (A/-
Imarah) of Ummah based on the concept of sharing and help between one and
another.

According to Carabain and Bekkers (2011), they have stated that normally
the term or action of religious giving behaviour is related with the mosque for
Muslim, church for Christian and temple for Hindus. They also mention that among
this three religion, Muslims show the most high of religious giving behaviour as
Muslims have their main Islamic charitable giving which is zakah and wagqf. Zakah is
refers to Islamic compulsory charity while wagf is related to Islamic voluntary
charitable. Thus, Muslims with higher level of religiosity will be more religious and
more tend to act the religious actions, means that they will have more intention to
participate in giving the cash wagf compared than others.

2.3 Attitude
Attitude is one of the predictors in the TPB. Theory Plan Behaviour (TPB) which is
an extension of Theory of Reason Action (TRA). This theory is focusing on
individual’s intention to perform a given behaviour. TPB is dealing with attitude,
subjective norm and perceived behavioural control. According to Hasbullah (2016),
attitude is very important to predict and explain human behaviour. It also refers to
degree to which a person has a favourable or unfavourable evaluation or appraisal of
the behaviour in question. Plus, according to Lim (2011), the researcher was strongly
agreed that it is composed of the individual’s salient belief perceived consequences
of performing behaviour. In the nutshell, we can conclude that, attitude is main
important factors to the intention in giving cash wagf towards Islamic institutions.

Moreover, according to Ajzen and Fishbein (1985) intention was also
correlated with attitude. They were states that human intention guided by three types
of antecedents, namely attitude, subjective norm and perceived behavioral control.
Intention is very important as a role for human beings who are seeking the reward
from Allah (SWT). Based on Ajzen (1985), there is positive correlation between
intention and attitude. For example, the intention is people or this case of wagf, the
wagqif or donor are ty hard to willingness and give a much effort planning to exert or
to giving a wagqf, in order to perform the behavior, while the attitude is the positive
and negative feeling (evaluation effect) about performing the target behavior. So it
can conclude that the positive the attitude, the positive the intention. Hence, it can be
simplify that, attitude among wagif towards Allah SWT for Islamic development are
the main factors that they are willingness to give a much effort to performing the
behavior.

According to Sakti (2014) attitude is the main factors for customer to choose