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Abstract

The developments of the Islamic banking are indnghg challenging and face
strong competition not only from local and foreitgtamic banks but also from non-
Islamic rivals. Malaysia is the first country to plement a comprehensive dual banking
system. Islamic banks have introduced a numberslaimic home financing products
under BBA concept. The Islamic home financing hHa®as an increasing trend for the
past ten years from 2001 to 2009. In 2009, therigldome financing stood at RM23.3b
as compare to RM6.8b in 2001. In 2009, the Isldmime financing contributed 17.8% of
total Islamic total financing (Islamic Finance Rasdh, KFH). This study aims to
understand and assess the factor that influeneemwhreness and adoption of the Islamic
home financing offered by Islamic banks. A self austered questionnaires dealing with
Islamic home financing were distributed to a simpkEndom sampling of 200
respondents. Of these, 72 questionnaires werenegtuwith a response rate equivalent to
36.0%. The sample T-test result of the study revéadt there is no significant different
between Malay and Chinese in their level of awasenen Islamic home financing
products. Further investigation using one-way ANOWést found that there is a
significant relationship between different respartdeage and education group against
their level of awareness. Finally, the Pearsonetation and regression analysis indicated
that the factor of consumer adapting to Islamic @cimancing products offered by
Islamic banks can be explained by consumers’ aveasenndividual factors and financial
institution factors. However, the individual andédncial institution factors have strong
significant relationship while consumers’ awarengisisnot have significant relationship.
It is hoped that the study would facilitate the mg@ment of the banks in developing
more competitive Islamic home financing productsaedl as strengthen the marketing
strategies which is very important for the survighthe bank specifically due to intense
competition arising from the foreign banks.

1.0 INTRODUCTION

Since the establishment of Bank Islam Malaysia Berthe first Islamic bank in
Malaysia in 1983, the Islamic banks have contintedlay an important role as a
financial intermediary, the products also have ixeszk wide acceptance not only by
Muslim but also by non-Muslim. Generally, the Islarhanks offer products and services
which are similar to those offered by conventidoahks. However, the Islamic banks are
differ from conventional banks in several ways swash compliant to Shariah rules,
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prohibition of transactions based on riba or irderand operate according to certain
procedure determined by the Central Bank. Now, Itfe@mic banks in Malaysia have

offered wide range of products from deposit to ficiag under various types of Islamic
concepts mainly to cater to the needs of those wlshh to avoid conducting their

financial dealings operating on the riba or interes

There are approximately 180 Islamic banks and firnnstitutions operating in
Asia, Africa, Europe and the United States. In Msia, the Islamic banks have been part
of the important players in the banking serviceustdy. As at Dec 2009, BNM has issued
17 Islamic banking licenses, 11 licenses to loaiks and 6 to foreign banks. The
rationale for BNM to issue separate licenses ftantgc banking is mainly driven by
Shariah requirement for greater compliance. Runminginterest bearing and Islamic
banking business under one roof may invite ambhggit(gharar) concerning the
legitimacy of profit generated from the business.

The Islamic home financing is one of the produdfsred by almost all Islamic
banks in Malaysia as alternative to convention&trast based home financing mode
which forbidden in Islam. This product has face®rsy competition not only from local
and foreign Islamic banks but also from non-Islamiels. However, the home financing
products and services offered by the Islamic bartkgadays are very competitive. This
indicate that the Islamic banks are no longer gias a business entity striving only to
fulfill the religious obligations to Muslim commugibut more significantly as a business
entity that is unavoidably in need of winning ovexw customers whilst retaining the
regular one as well (Wilson 1995). A question carrdised to a country such as Malaysia
where both Islamic as well as conventional banlexatp, as to what are the main factors
that motivate the customers to deal with Islamiekdsacompare to conventional banks for
home financing.

There are several Shariah compliant modes for hinaecing that have been
introduced, the dominant among which are the Al‘BBithaman Ajil (BBA) and
Musharakah Mutanagisah Partnership (MMP) contfEleé home financing under BBA
concept is the most popular and widely practiceMalaysia compared to MMP. The
MMP financing concept was adopted widely in Middast, United States, Canada,
United Kingdom and Australia.

According to the Bank Negara Malaysia (BNM) MonthBatistical Bulletin
February 2009, the total of Islamic home financigigen by the Islamic banking
institutions over the ten years period from 2002809 showed an increase of 242.65%
from RM6.8b in 2001 to RM23.3b in 2009, contributé.8% of Islamic banking total
financing. The BBA concept remained dominant, atutstg 32.15% of total financing.
It can be concluded that home financing under tBA Boncept has played an important
role in the development and success of Islamic ibgnin Malaysia. This product has
allowed the Muslims as well as non-Muslims to passh assets without being involved
with riba which are declared as one of the greades in Islam. The Islamic home
financing has shown an increasing trend for the pas years from 2001 to 2009. In
2009, the Islamic home financing stood at RM23.8lt@mpare to RM6.8b in 2001. In
2009, the Islamic home financing contributed 17.8%ototal Islamic total financing
(Islamic Finance Research, KFH).



In this study, an attempt is made to assess theeeerj customer perception and
awareness towards the Islamic home financing pitsdand services by the Islamic
Banks in Malaysia

Interview on three banks, namely Maybank Islamichad, CIMB Islamic Bank
and Bank Simpanan Nasional say that the Islam@&nfilmg for properties are growing
and BNM statistic testify to that (Thean Lee CheRge Star). CIMB Islamic Bank CEO,
Badlisyah Abdul Ghani says their growth rate fae finst quarter 2009 has exceeded the
industry growth, putting their overall islamic pegpy financing market share at 9.8% as
at June 2009. Meanwhile, the Executive Vice Predidd Maybank Islamic Berhad,
acting CEO Ibrahim Hassan says their financing esidential and non-residential
properties grew at an average of 6% from 2007tkeJ2009.

In order to fulfill the need for those who wishawoid dealing with riba or interest
in home financing, the Islamic banks have introdiusember of Shariah compliant mode
for home financing such as Al-Bay Bithaman Ajil (BBand Musharakah Mutanagisah
Partnership (MMP). The most popular Islamic honraariicing concept and first made
available to individuals in Malaysia is under thénpiple of BBA or deferred payment.
BBA has accounted for the largest share of tolahig financing in the country. BBA
financing concept is not only popular in Malaysiat blso in Indonesia and Brunei. The
Islamic home financing in Malaysia starts to evdlve 2006 after the establishment of
Kuwait Finance House (KFH). A new home financinghoept being introduced namely
the MMP (diminishing parnership). In 2007, RHB Isia Bank has introduced the MMP
financing concept for its home financing produdheTintroduction of this new concept
has resulted the market share for BBA graduallyped from 40.7% in 2006 to 31.9% in
Nov 2009. Although the MMP concept is popular ie thliddle East, USA, Canada,
United Kingdom and Australia, it has yet to doméntite Malaysia market.

Problem Statements

The conventional banking system has been well ksit@lol in Malaysia. As a
result the Malaysian population favors conventidreaiking as their sources of financing.
Even though majority of the population is Malay wisoMuslim, it is expected that
minimal volume of financing demanded from Islamanking for all types of financing
including home financing (Wan Marhaini, Asmak, Mani and Azizi). There are several
reasons behind the lack of demand for Islamic furan products compared to
conventional such as:

* Lack of customer’s awareness towards Islamic bankin

* Lack of competitiveness of Islamic financing protiuc

» Lack of specialized officer at the branch levelettucate the customer to
understand more about the Islamic financing praxluct

The Malaysian Government is highly supported theettgpment of the Islamic
financial system. However the success is very niiftlenced by the market share which



reflects the public acceptance of this system. &floee the Islamic banks have to be more
alert to consumers’ sensitivity, awareness, prefes and behavior toward the Islamic
home financing in order to increase the marketeshBEnus this study is to understand the
factors that influence the consumer in adoptingskemic home financing.

Resear ch Objective

The objectives of this study understanding thedfacthat influences the consumer in
adopting the Islamic home financing as follow:
» Study the awareness of the consumers towards thenits home financing
products characteristics and features.
» Examine the factors that influence consumers irptdg Islamic home financing
products.
» Conduct opinion for full-fledge in consumer adogtiof Islamic home financing
products and the significant relationship amongetifiective factors.

20 LITERATURE REVIEW

Generally, people who deal with conventional bainkihe capacity as depositors
and borrowers are well aware of the practice ofradt (riba) element in the banking
operations. This situation has lead to the estabkst of the Islamic banking. Unlike
conventional banking, the Islamic banking prohibitsury (riba), the collection and
payment of interest, instead promotes profit slgaimall conduct of banking business
(BNM 2007). The Islamic banking term can be defirei the conduct of banking
operations in consonance with Islamic teaching éktior 2000, Haque et al 2007). Since
the establishment of the first Islamic bank in Mala about 27 years ago, the Islamic
bank has emerged as one of the fastest growingstindurhis industry has spread not
only in Malaysia but also to all corners of globelaeceived wide acceptance by both
Muslims and non-Muslims (Aziz ZA 2006). The devetmmt of the Islamic banking is
well supported by the Malaysian Government. Iths wision of the government to
develop a progressive and robust Islamic bankimystry rooted in the Islamic core
values and principles that best serve the neetteatation economy.

Consumer awar eness towar ds Islamic banking

Rogers E.M (1999 & 2003) defines the adoption psecas the process through which
individual adopters pass from awareness to fulleptamce of a new innovation.
According to Rogers (2003), before the consumeesraady to adapt to a product or
service, they have to go through a process of kedgé, persuasion, decision and
confirmation known as ‘Pre-contemplation’. The aamer awareness has been tested and
used as one of the variable in numerous studids asionline banking, internet banking
and self service technology adoption, accordingé&hye 1999, Suganthi et al 1999,



Yusof 1999, Gerad et al 2003. However the studyvestigate the consumer awareness
towards Islamic banking is limited.

One of the pioneer studies on the awareness aéxistence of the Islamic bank
was conducted by Haron et al (1994). His study dotlvat almost 100% of Muslims and
75% non-Muslims were aware of the existence ofishe@mic bank and wishes to have
relation if they have a complete understandinghefdystem. A study carried by Sudin
Haron, Norhafifah Ahmad and Sandra L.Planisek (199&ungai Petani, Alor Setar and
Kangar reported that only 63% of the Muslims havihee completely or partly
understood the difference between Islamic and auinw@al banking. The remaining of
about 39% of the respondents believed that religiothhe only reason for them to be a
customer or client of the Islamic bank. Anotherdstlby Gerard (1997) and Kamal et al
(1999) found that though the Muslim respondentsrawa the fundamental term in
Islam, they were unaware the meaning of specifiamg financial terms like
Mudharabah, Musharakah and ljarah. Similarly, Haamnd Nordin (2001) found that the
Malaysian commercial bank customers have high aveseof Islamic banking but poor
self-reported knowledge of specific Islamic produatcluding poor understanding to
differentiate between Islamic and conventional li@gkThe poor knowledge in Islamic
banking was supported by a study from Ahmad andié2002) whereby 60% of the
respondents admitted to having limited knowledgestdmic banking. However they
believed the concept had a good potential in Madaymarket. Recent study by Adelaide
Rammal and Zurbruegg (2007) on 300 Muslims respatsdghows that they are aware of
the Islamic banking products and they are intedesteand prepared to use Islamic
concept of financing but do not know how the fuoti

In orderto promote the development of Islamic banking indyaia, extra efforts
are needed from the industry to promote greatereavess and educating the general
public especially non—Muslims to understand andeptdslamic banking and services
and also to train more local talent to acquirertbeessary expertise in Islamic principles,
and to develop and innovate better products andcesrbased on such principles to meet
the growing demands of the consumers and theinbsses.

Factor Influence Selection of | slamic Banking

Initially, it is expected that religiosity has agsificant influence for consumers in
selecting Islamic bankingThe statement was supported by Metawa and Almossawi
(1998) who interviewed 100 Islamic bank customerdBahrain. The result shows the
most important factor for selection of Islamic baekthe Shariah based principles that
govern these financial institutions. Naser et &9d) examined the religious factor as a
criterion of Islamic banking choice among customisiting the Islamic bank’s branches
in Jordan cited that religious is the motivatioasen of their Islamic banking patronage.
Study by Ahmad and Haron (2002) found that religivm be main factor affecting the
Islamic banking selection. However it has beentéeas a minor contributor for Islamic
banking selection. Bley and Kuehn (2004) found that consumer selection criteria of
Islamic banking are primarily driven by religiouslief not financial knowledge where
the stronger the religious commitment, the highrefgrence for Islamic banking services.

In contrary, the study b8udin Haron, Norhafifah Ahmad and Sandra L.Plan{4€©4)
reported that non-religious aspect such as sergftieiency, transaction speed and
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friendliness of bank personnel seen to be largefiuence the selection criteria of
Muslims in Malaysia. In their study also reportldre is no significant different between
Muslims and non-Muslims in their selection critegamilarly, Gerrard and Cunningham
(1997) replicated the study in Singapore and foilnad there is no difference in banking
selection criteria between Muslims and non-Muslisarly 25% of the feedback shows
that religion was not the only basis for choosimglslamic bank. The recent study by
Dusuki and Abdullah (2007) also supported the aboMeey found that financial
reputation and quality service are the key factdfecting consumer decision to select
banks. On top of that, good social responsibilitgcgice, convenience and product price
are other important factors explaining why consurtieooses the bank. These result
pointed that Islamic banks do not need to rely @igious factor as a strategy to attract
consumer for business, in fact they should focuthemjuality and efficient services. The
study concluded that both religious and non-religidactors are significant in selecting
Islamic banking.

Hanudin Amin (2008) in his study on choice critéefiga Islamic home financing
among Malaysian bank customers suggested that @Bhaminciple, lower monthly
installment, transparency practice, interest fretice and 100% financing are the first
five decision criteria considered as being veryonignt. However, other major findings
are that peer group influence plays an importate o selecting Islamic banks as
depository institution.

Financial Institution Factors

Study by Sudin Haron, Norhafifah Ahmad and Sandra L.Planig&94) reported the
friendliness of bank personnel is one of the fadhdluence the selection criteria of
Muslims in Malaysia. The bank personnel that alwiaysract with consumers is the front
liner. Therefore the employees working in the frdime play prominent roles in
representing an organization to the outside wosldliacovered by Bowen and Scheider
(1988). They are the one who able to influence,cattuand create awareness to the
consumer on the products and services offereddbhdnk as well as assessment made by
the consumer. Cogram and Friedman (1991) furthefircoed the importance of the front
line employees in delivering a quality service.

Additionally, Haron and Ahmad (2002) in their stugighlighted that nearly 65%
of corporate banking customer had very limited kigalge of Islamic banking. Therefore
the author further stressed that the bank needutarre effort into marketing their
products and services and educating their custorBaiful Azhar Rosly (2005) pointed
that the Islamic banking has no direct control leé tharketing and promotion. This is
because the marketing unit usually handles by adiomal, and promotion done via
bank’s branch by the branch manager who reportiset@onventional that overseeing the
whole operation of Islamic and conventional.

According to Wan Marhaini, Asmak, Nor Aini and Az{2005), majority of the
consumer found that apart from favorable credimgerof the financing products,
efficiency in service especially the after hour deds hassle services of using the
electronic services are the most important factarshoosing where they get their
financing. The author suggested that the bank sh&eriously consider the above factors
in designing their products and perfecting theistomer services especially when
developing their market strategies concerning waykiustomer.
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30 METHODOLOGY
Conceptual Framework

This study tries to identify the consumer awarersss adoption on the Islamic home
financing offered by EIBB. Malaysia is a multicuitli country but the percentage of
Muslims is higher compare to other races (Chineskeladian). Based on the discussion
in literature review, it was identified that qugliof services, confidence in bank, social
and religious perspective and availability of seegi are the main factors affecting the
customer in choosing their home financing. Therftwased on these factors theoretical
framework of this study has been developed, Figure

Consumer awareness l

—/
Product features and
services —— ] Consumer awareness and
adoption of Islamic home
Financial institution financing products
factors |
Figurel

Hypothesis

Following hypothesis have been selected in the ystbdsed on the analytical
interpretations in the previous section:

Hi: Consumers regardless of races and religion are lo¢ tslamic home financing
products

H,: The Islamic home financing product features has pige influence to
individual to the adoption by the consumer.

Hs: The role of the Islamic Banks' personnel has the gitive influence to the
adoption by the consumer.



Hs: The role of marketing strategy that holds by IslaanBanks has the positive
influence to the adoption by the consumers.

Sampling

This study investigates the factors that influetite consumer in adopting the
Islamic home financing. The respondents of thiglgtare the Islamic home financing
customers as well as non-customers that potent@aladopt the Islamic home financing
products.

A simple random sampling method was employed inctwt200 questionnaires
were distributed to respondents. Even though tbpgstion of sample size is very small
in relation to actual population, the sample sizdeaemed sufficient for this study. Out of
the 200 questionnaires distributed through hardo@ind e-mails, 72 were returned
which yielded a response rate of 36.0%. The ruléhomb for determining the sample
size that appropriate for most research is larggn 80 and less than 500 as proposed by
Roscoe (1975). Therefore we view that our sampde and number of questionnaires
returned seem to be consistent with this argument.

Instrument

The primary data had been used for this study ad dere collected through
distributing self administered questionnaires tigtohardcopies and e-mails. A structured
guestionnaire was used for collecting the necessdoymation which is related to this
study. The questionnaire consists of three secti®estion one includes information
about the consumer awareness of the Islamic hameding products offered by Islamic
Banks. Section two collected the data of factoftuémce consumer in adopting the
Islamic home financing products. This section csinsf three parts: individual factors,
financial institution factors and factors of adogtithe Islamic home financing. In section
one and two, the respondents were asked to indioat@ five-point Likert-type scale,
ranging from “strongly disagree” to “strongly agtee

Finally, section three gathers the demographicrin&tion of the respondents
including gender, age, race, academic qualificagioafession and income.

Data Analysis

The data was analysed using Statistical Packagedoial Science (SPSS) version
15.0 for windows. The statistical techniques emetbin this study are as follows :-

1. Descriptive and frequency analysis were conductedmeasure consumers’
attitudinal differences in their perceptions andaeemess about the Islamic home
financing products and to represent the respond@etsographic profiles.

2. Reliability test to check the reliability of thetdaby applying Cronbach’s alpha.



3. T-test and ANOVA were used to examine the diffeemnbetween awareness,
individual, financial institution and adoption factagainst demographic factors.
The means for two groups of cases are used towtesther the difference in
means of one variable in two groups of respondsrdggnificantly different from
zero.

4. Correlation to measure the relationship betweenenégnt and independent
variables.

4.0 Findingsand Analysis

Descriptive Analysis

Descriptive analysis has been employed to carry thet respondents’ data
analysis. Consumers’ profile was one of the sestionthe questionnaire in this study.
Varies demographic factors were included there.réfile of respondents is shown in
Table 1. The result reported in Table 1 indicateat tnajority of the respondents are non-
customer of Islamic home financing with 70.8% whiiie rest are the customer of Islamic
home financing. The number of male and female medgots participated in this study
are equal. The data were also collected from diffeage group. The large group of
respondents was from 26 to 40 age group with 68 wifich are the main ages of
working, followed by 41 to 55 age group with 22.2%ace was another important
demographic factor in this study. There are thresgjomraces in Malaysia: Malay,
Chinese and Indian. According to the sample ofardpnts, 73.6% were Malay, 20.8%
Chinese, 1.4 % Indian and 4.2% represented otlvessravajority of the respondents in
this study are well educated, with 45.8% holdingaghelor degree and 29.2% holding
post graduate and above.

Table 1 also showed that the sample responderntsisnstudy consist of 8.3%
work in government agency, 69.4% in private se@@% was self employ while 19.4%
work in other sector. In term of monthly income,Z%4 of the respondents informed that
their monthly income stood between RM2,501 to RNIB,0Ofollowed by 29.2% who
informed their monthly income as between RM5,001Ri#10,000. Whereas 15.3%
respondents’ monthly income were found less thar2 [SPD.

Table 1 : Respondents demographic profile

Cummulative

Description Frequency Percent Percent
Customer of IB Yes 21 29.2 29.2
No 51 70.8 100.0
Gender Male 36 50.0 50.0
Female 36 50.0 100.0
Age 18 to 25 7 9.7 9.7
26 to 40 49 68.1 77.8
41to 55 16 22.2 100.0
Above 55 0 0.0 100.0
Race Malay 53 73.6 73.6
Chinese 15 20.8 94.4



Indian 1 1.4 95.8
Others 3 4.2 100.0
Education Secondary/Certificate 8 11.1 11.1
Diploma 10 13.9 25.0
Graduate 33 45.8 70.8
Post graduate and above 21 29.2 100.0
Profession Government 6 8.3 8.3
Private sector 50 60.4 77.8
Self employed 2 2.8 80.6
Others 14 194 100.0
Monthly income <RM2,500 11 15.3 15.3
RM2,501 to RM5,000 39 54.2 69.4
RM5,001 to RM10,000 21 29.2 98.6
> RM10,000 1 14 100.0

Table 2 : Consumer awareness of Islamic home finargproducts offered by Islamic Banks
Cummulative

Description Frequency Percent Percent
Strongly disagree 9 12.5 12.5
Moderately disagree 4 5.6 18.1
Agree 19 26.4 44.4
Moderately agree 13 18.1 62.5
Strongly agree 27 37.5 100.0
Mean = 3.63

Table 3 : Consumer adoption due to awareness

Cummulative

Description Frequency Percent Percent
Strongly disagree 1 1.4 1.4
Moderately disagree 5 6.9 8.3
Agree 32 44.4 52.8
Moderately agree 16 22.2 75.0
Strongly agree 18 25.0 100.0
Mean = 3.63

Frequency distribution of respondents showed ttegtrof respondents are aware
of the Islamic home financing products availablethe market. According to Table 2,
37.5% of respondents were strongly aware of thelynts, only 12.5% were not aware.
The respondents also were asked to report whetter adoption to Islamic home
financing was due to their awareness and the rebolived that most of the respondents
were agree. Table 3 shows that 44.4% of the regpaadvere agree that they adapt to the
product due to their awareness. Since, in ordeinvestigate the adoption of Islamic
home financing it is important to explore the cansus’ awareness towards the products.
This enables a financial institution to make usefuhparison while evaluating quality of
service and marketing strategy.
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Reliability Test

Inter-item analysis is used to check the scales ifdernal consistency or
reliability. Salkind (2000) states that reliabilignd validity is the hallmarks of good
measurement. It is the researchers’ first line efedce against spurious and incorrect
conclusion. In this study Cronbach’s Alpha is c&ted for each scale of variables as
recommended for empirical research in operation agament (Flynn et al 1990,
Malhotra and Grover 1998, Forza 2002).

Table 1 shows Cronbach’s Alpha values calculateihfitependent and dependent
variables used. The Cronbach’s Alpha is calculeed0.734, 0.787, and 0.843 for
consumers’ awareness, individual influence factod dinancial institution factor as
independent variables respectively. While Cronbschlpha for adoption to Islamic
home financing as dependent variable is calculaked.739. The overall Cronbach's
alpha values for each independent and dependeiatbles are more than 0.7 which is
considered adequate for exploratory research. GEer@liem (2003) indicated that
Cronbach's alpha reliability coefficient of thenitg in the Likert-type scale is acceptable
for [alpha] > 0.7.

Table 4 : Cronbach’s Alpha test on all independertsd dependent variables

Cronbach’s Alpha
Cronbach’s Based on
Description Alpha Standardised Items N of Items
Consumer awareness 734 .738 8
Individual factor 787 .795 6
Financial institution factor .843 .849 6
Adoption to Islamic home financing .739 741 4

T-Test

The T-test is used in order to assess whether aetgeen Malay and Chinese has
different socio-demographic characteristics in dohgp the Islamic home financing
products offered by Islamic banks. The result ibl&& contains the group statistics. The
mean for awareness level for Malay was considerabler at 3.55 compared to 3.70 for
Chinese. The standard deviation for Malay was sdma¢varger at 0.64 however than for
Chinese at 0.58.

The result in Table 6 provides the information fodependent sample T-test
which helps to determine whether the mean of avem®itevel are significantly different
between Malay represent Muslim and Chinese repressmMuslim. The information in
column Sig (2-tailed) shows the means is not sicgmtly different (>0.05) for
assumption of either equal variance assumed andssomed. Thus we can conclude that
there is no significant different between Malay alinese in their awareness level of
Islamic home financing products offered by Islammanks. A study by Haron et al (1994)
also found that Muslim and non-Muslim were awaréhef existence of the Islamic bank
and wish to have relationship.

Table 6 also reveals that individual factor, finahenstitution factor and factor
adopting the Islamic home financing products aresignificant at the 0.05 level between
two race groups. This implies that Malay and Chenkave no significant different in
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relation to awareness, individual factor and finahastitution factor in adopting the
Islamic home financing products.

Table 5 : Group Statistics

Std. Error
Race N Mean Std. Deviation| Mean
Avg_Aware malay 53 3.5519 .64508 .08861
chinese 15 3.7000 .58782 15178
Avg_IndFac malay 53 3.1258 .67218 .09233
chinese 15 2.9111 .55943 14444
Avg_FinFac malay 53 2.8899 .65937 .09057
chinese 15 3.0333 .60487 .15618
Avg_Adopt malay 53 3.1179 75734 .10403
chinese 15 2.9000 43095 11127
Table 6 : Independent Samples Test
Levene's Test
for Equality of
Variances t-test for Equality of Means
95% Confidence
Mean | Std. Error] Interval of the
Sig. (2- | Differenc | Differenc Difference
F Sig. t Df tailed) e e Lower | Upper
Avg_ Equal
Aware  variances .200| .656 -.800 66 427 -.14811 .18524| -.51795| .22172
assumed
Equal
opanees -843| 24.406] 408 -14811 .17575 -51052 .21429
assumed
Avg_Ind Equal
Fac variances| 1.037| .312| 1.129 66 .263 .21468 .19007| -.16481| .59416
assumed
Equal
porances 1.252| 26,583  .221| .21468) .17143|-.13733| .56668
assumed
Avg_Fin Equal
Fac variances 341 .561 -.756 66 452 -.14340 .18957| -.52189| .23510
assumed
Equal
qonances -794| 24.261) 435 -14340| .18054 -51580  .22901
assumed
Avg _Ad Equal
opt variances| 8.850| .004| 1.063 66 .292 21792 .20499| -.19136| .62721
assumed
Equal
variances 1.431| 40.782 .160 21792 .15233| -.08975| .52560
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not
assumed

ANOVA

The ANOVA test was conducted to assess whethemcoeiswith different races
i.e. Malay, Chinese, Indian and others race hatfferdnt perception on adopting the
Islamic home financing products. Table 7 shows dkerall result. The analyses of
variance reveal that races between Malay, Chinkgban and other races have no
significant relationship at 5% level in awarenasslvidual factor, financial institution
factor and adoption to Islamic home financing piduThis result implies that consumer
with different race group have no different in thisove dependent variables and it is
consistent with the earlier hypothesis that consumegardless of races are aware on the
Islamic home financing products offered by Islamanks.

Table 7 : Analyses variance for races

Sum of Mean
Squares df Square F Sig.
*A\é%_c/zdopt Between Group¢ (Combined) 657 3 219 432 731
Within Groups 34.467 68 507
Total 35.124 71
*A\é%_céware Between Group¢ (Combined) 500 3 167 410 746
Within Groups 27.632 68 406
Total 28.132 71
*A\F/e%_clngac Between Group¢ (Combined) 605 3 202 469 705
Within Groups 29.228 68 430
Total 29.833 71
*A\é%_cgnFac Between Group: (Combined) 597 3 199 468 705
Within Groups 28.897 68 425
Total 29.494 71

The second ANOVA is tested between the consumes’group. According to
the results with 95% confidence, Table 8 shows tihate is a significant relationship at
0.034 which is less than 0.05 in the awarenessheflslamic home financing. The
consumers’ age group did not show significant r@feship towards the other variables.
Therefore we conclude that one of the age groupdmgsficant relationship in the
consumer awareness of Islamic home financing ptsdeféered by Islamic banks. This is
consistent with the result from study by Wan AindawWwan Marhani where significant
relationship between age group and Islamic prodweireness.
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Table 8 : Analyses variance for age group

Sum of Mean
Squares df Square F Sig.
*Avg_Adopt Between (Combined) 413 2 206 410 665
Age Groups
Within Groups 34.711 69 .503
Total 35.124 71
*Avg_Aware Between (Combined) 2630 2 1.315 3.558 034
Age Groups
Within Groups 25.502 69 .370
Total 28.132 71
Avg_IndFac Between (Combined) 268 2 134 312 733
* Age Groups
Within Groups 29.566 69 428
Total 29.833 71
Avg_FinFac Between (Combined) 5331 > 1.166 2961 058
* Age Groups
Within Groups 27.162 69 .394
Total 29.494 71

The third ANOVA is tested on the consumer educatlewel. With 95%
confidence level, the result in Table 9 indicatédtteducation level does not have
significant relationship with the adoption towaldkmic home financing products. The
education level also did not show significant rielaship with individual and financial
institution factor with 0.630 and 0.128 respectyveDespite these three factors, the
education level showed significant relationshiphwgbnsumer awareness towards Islamic
home financing products. This suggests that edutaiin assist in making people more
knowledgeable consumers of the products beingeffethus the potential to make more
educated decisions about the value and risks af theices. The result is same as the
study conducted in Pakistan by Naveed Azeem Khattak Kashif-Ur-Rehman (2010)
where there is significant relationship among thmdamic qualification and the
awareness of Islamic banking products.
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Table 9 : Analyses variance for education level

Sum of Mean
Squares df Square F Sig.
- -
Avg_Aqupt Between (Combined) 440 3 147 288 834
Education Groups
Within Groups 34.684 68 .510
Total 35.124 71
. .
Avg_Aware Between  (Combined)l ;43 3| 1377 3901 .012
Education Groups
Within Groups 24.001 68 .353
Total 28.132 71
. .
Avg_ln_dFac Between (Combined) 745 3 248 581 630
Education Groups
Within Groups 29.088 68 428
Total 29.833 71
: . .
Avg_FmFac Between (Combined) 2349 3 7831 1.962 128
Education Groups
Within Groups 27.145 68 .399
Total 29.494 71

Correlation and Regression

Correlation test (Pearson correlation) is usedett hypothesis
Pearson correlation will examine the relationshspweaell as measure
direction between dependent and independent vagabl

Table 10: Correlation among Islamic home financingroduct adoption

2, 3 and 4. The
the strength and

Avg Aware | Avg_IndFac | Avg FinFac | Avg_Adopt

Avg_Aware Pearson Correlation 1 132 .070 173

Sig. (2-tailed) .270 .559 .146

N 72 72 72 72

Avg_IndFac Pearson Correlation 132 1 .679(*) .609(**)

Sig. (2-tailed) 270 .000 .000

N 72 72 72 72

Avg_FinFac Pearson Correlation .070 .679(*) 1 .625(**)

Sig. (2-tailed) .559 .000 .000

N 72 72 72 72

Avg_Adopt Pearson Correlation 173 .609(**) .625(**) 1
Sig. (2-tailed) .146 .000 .000

N 72 72 72 72

** Correlation is significant at the 0.01 level {@Hed).
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Table 10 shows a Pearson correlation analysis &mme whether there is a
relationship between consumer awareness, indivifebrs and financial institution
factors against consumer adoption to Islamic hanmanting products.

The results revealed a significant and positivati@hship between individual
factors and financial institution factors againstnsumer adoption. The Pearson
correlation for individual factor is 0.609 with sifjcant 0.000 and financial institution
factor is 0.625 with significant 0.000. This indiedhat there is strong or high correlation
for both independent variables. The higher levélsomsumer adoption to Islamic home
financing were associated with higher levels ofvittlal and financial institution factors.
Meanwhile the consumer awareness has a weak dwre(a = 0.173) and did not have
significant relationship (Sig = 0.146) with the é&wf adoption.

Table 11: Model Summary of regression

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .681(a) 464 441 .52610

a Predictors: (Constant), Avg_FinFac, Avg_AwarggAndFac

The multiple regression employed in this studyosekamine the effects of the
multiple predictors or independent variables on iagls outcome variable. The
information in Table 11 shows that the R-Squar@.464 and this indicate that 46.4% of
the consumer adoption to Islamic home financinglpots can be explained by the three
independent variables in the model.

Table 12 : Analyses of variance for variables

Sum of
Model Squares df Mean Square F Sig.
1 Regression 16.303 3 5.434 19.634 .000(a)
Residual 18.821 68 277
Total 35.124 71

a Predictors: (Constant), Avg_FinFac, Avg_AwarggAndFac
b Dependent Variable: Avg_Adopt

variables have a significant combined effect ondépendent variable.

The Sig (p-value) in Table 12 is 0.000 below th@50level and it tells that the
overall effect of the three independent variablasconsumer adoption is significant.
Therefore we conclude that the overall model idistteally significant, or that the

Table 13 : Coefficients of variables

Unstandardized | Standardized 95% Confidence
Coefficients Coefficients Interval for B
Lower Upper
Model B Std error Beta t Sig. Bound Bound
1 (Constant) .297 457 .649 519 -.616 1.209
Avg_Aware 114 .100 .102 1.143 .257 -.085 .314
Avg_IndFac .356 132 .328 2.696 .009 .092 .619
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Avg_FinFac | 431 132 395 3263 .002] 167 | 694|

a Dependent Variable: Avg_Adopt

Table 13 also shows that individual factor (Bet@.328, p < .001) and financial
institution factors (Beta = .395, p < .001) weresigigely correlated with the adoption of
Islamic home financing products. This suggested tigher levels of individual and
financial factors are associated with higher lewdladoption the Islamic home financing
products. On the other hand, the consumer awaraesasst a significant predictor of
adopting the products (p = 0.257).

The correlation and regression analysis foundttiatactor of consumer adapting
to Islamic home financing products offered by IslarBanks can be explained by
consumers’ awareness, individual factors and firgnuostitution factors. All the three
independent variables show a positive relationshipe individual and financial
institution factors have strong significant relasbip while consumers’ awareness did not
have significant relationship. However, the overalhlyses of variance for independent
variables show a significant relationship. We dsarefore reject the null hypothesis of no
relationship between variables.

5.0 Conclusion

One of the hypotheses in this study is to undedsteow the Malay, Chinese and
Indian that represent different religion differ term of awareness toward Islamic home
financing products. Base on the analyses, the resilt proposed that there is no
significant different between race and religionigron term of awareness toward Islamic
home financing products offered by Islamic BanksisTinding consistent with the study
conductedoy Sudin Haron, Norhafifah Ahmad and Sandra L.Plan{48©4) where there
is no significant different between Muslims and +Muslims in their selection criteria.
The replicated study conducted in Singapore by &eérand Cunningham (1997) also
found no difference in banking selection criter@vieen Muslims and non-Muslims.

Next hypotheses tested on the factor influencectimsumer adoption to Islamic
home financing products. This is to understand geginent factors which consumers
perceive as influential to their selection and dswpof the financing products. The test
result found that there is significant positiveateinship for individual and financial
institution factors. Study by Wan Marhaini, Asmalgr Aini and Azizi (2005) also found
that favorable credit terms of the financing praduefficiency in service especially the
after hour and less hassle services of using #rehic services are the most important
factors for consumer in choosing where they geit fiveancing. As such it is suggested
that the financial institutions to seriously coridhe above factors in developing their
Islamic home financing products as well as penfiectheir customer service.

The Islamic banking industry in Malaysia has emdrgeglobal banking system
and continued to show strong growth as reflectedhieyincreased market share of the
Islamic banking industry in terms of assets, finagand deposits of the total banking
system. Since the races and religion is no longemtain factor in attracting customers,
the Islamic banks should expand their customersebay including non-Muslim as
potential customer instead of depending on Muskns@urce of deposits or funds users.
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Thus, the Islamic banks should improve their qualitservice, and products and services
compatible with those offered by the conventionahks. This will enable the Islamic
banks to provide beneficial products and servicesonsumer according to the current
demands of customers.

The lack of competitive financing products and nedirkg effort in promoting
Islamic financing products could be the contribyttarctor towards the static growth and
smaller market share of Islamic financing in bagkindustry. Therefore it is important
for Islamic Banks to put more effort in developiagd promoting more competitive
Islamic home financing products in order to captm@e market share. This study could
not mention relationship between the consumersqmion and preference factors that
influence their adoption to Islamic home financiigjth such limitations, findings of this
study must not be used as generalized thoughterratscope for further investigations
toward expanded research.
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