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Abstract

Islamic banks (IBs) or Participation banks (PBs) in Turkey have
not yet become one of the primary aspects of the Turkish financial
system. The aim of this study is to empirically analyse in order for
customers’ awareness towards the products/services provided by
PBs, the reasons for choosing to bank with PBs, and customers’
satisfaction from the participating banking products and services
in Turkey. To our knowledge this study has been carried out based
on the most detailed and comprehensive data ever used in terms
of comparative analysis of conventional banks and the PBs.
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0z

islami bankacilik veya kahlim bankaciligr Tirk finansal siste-
minin heniz dnemli bir bileseni olamamistir. Bu calismanin ama-
ci, Tirk Kahlim Bankalar tarafindan sunulan bankacilik irinle-
rine yonelik, misteri farkindaligi, banka secim kriterleri ve mus-
teri tatmin seviyesini verilere dayanarak istatiksel olarak analiz
etmektir. Calismada, Turkiye'nin cesitli illerinden 727 hanehalki
ve 109 isletme katilimcilarindan olusan bir drneklem kullanilarak
3 Temmuz - 23 Eylil 2015 dénemi arasinda anket yoluyla veri
toplanmistir. Calisma, Tirk katlim bankaciligi sektérine yonelik
bilgimiz dahilinde bugine kadar yapilan en detayli ve kapsamli
guncel verilere dayali analizi icermektedir.

Anahtar Kelimeler: islami Bankacilik, Katilim Bankaciligi,
Musteri Memnuniyeti, Misteri Farkindal@i, and Tarkiye

1. INTRODUCTION

Islamic finance/banking has grown rapidly all over the world
since its inception in the early 1980s in the following of the estab-
lishment of the Islamic Development Bank. While the developing
economies provide significant opportunities for a rapid growth of
interest-free financial market, it is observed that various financi-
al products and services without interest have launched in many
developed countries as well. As a result of these efforts, Islamic
finance and banking sector has grown at a rate of 19% annually
over the period of 2009-2015 although the negative outcomes of
the Global Finance Crisis spreading in the financial markets.

The survey done by The Banker (2015) indicated that Islamic
financial institutions have adapted their business models to new
sets of market conditions. It reported 360 financial institutions en-
gaging in Shariah compliant activities in total while only 111 of
which were the ones operating in the form of “Islamic windows”,
the rest was wholly Shariah compliant independent financial ins-
titutions. Furthermore, the survey also indicated that almost 79%
of those institutions reported an increase in their total assets while
21% reported a decrease in the total assets. Also, 294 of the
institutions studied in this report registered increasing profits while
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only 52 of those reported a fall in their profits over the period of
2014-2015. This is evident of that Islamic financial institutions all
over the world have been performing well in recent years despite
socio-political inconveniences in the Middle East and its periphery.

As a predominantly Muslim country, the positive attitude to-
wards Islamic methods of finance arising from religious beliefs is
already strong in Turkey. Despite Turkey’s Muslim identity with a
Muslim population of almost 99 percent, the attitude of the Turkish
government fowards the participation banking historically, can be
defined as “hesitant” or “timid”. The hesitant or rather inconsistent
political will towards participation banking could be justified by
the laicist attitude by the Turkish establishment that undermined
an efficient orientation of economic and financial choices with
regard to the development of participation banking in the pre-
AKP period (Asutay, 2013). Yet, having said that, the rise of the
Islamic friendly AKP (Justice and Development Party) government
following the 2003 election was expected to trigger expansion of
participation banking in Turkey. This would have been achieved
with the help of new religio-capitalists (Islamic businessmen) as
well as conservative households accumulating their wealth by use
of participation banking products and this expectation is partly
marched as evident by the 35% growth rate of the total assets of
PBs in the last decade.

This study aims to empirically examine the awareness of ho-
usehold and corporate customers towards participation banking
principles and products, customers’ bank patronage factors as
well as the satisfaction of those from the products and services pro-
vided by the Participation Banks (PBs) in Turkey. Having in mind
that the duality of conservatism and modernism have a potential to
influence individual consumption habits for financial services and
products such as; credits, deposits and insurance, it is hoped that
this study would be indirectly providing some insights regarding
the interaction between religiosity and customer attitudes towards
the participation banking in Turkey which is a growing area of
inquiry these days.
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The remaining part of this study is divided into five subsecti-
ons. The first sub-section glanced at the Islamic/Participation ban-
king industry by highligting the crucial points that influenced the
shape of the industry in recent years. A comprehensive literature
review mainly on customers’ satisfaction, bank patronage factors,
and awareness towards Islamic principles, and also Islamic ban-
king (IBs) products/services, is placed in the second sub-section.
The third sub-section explains the data and methodology used in
the study, leading to the empirical results in the following section.
The final section focuses on conclusions and implications that are
derived from the study.

1. A Brief Overview of Islamic/Participation Banking
(2005-2015)

The principles of Islamic banking or participation banking
include the prohibition of Riba (usury or interest) and the removal
of debt-based financing, the prohibition of Gharar, encompassing
full information disclosure, the removal of asymmetric information
in contracts, the avoidance of risk-taking and the exclusion of fi-
nancing and dealing in “sinful” activities and commodities.

The Islamic finance/banking industry worldwide has expe-
rienced years of a-double-digit growth of almost 16% in assets
from 2007 to 2013, followed by a single digit growths of app-
roximately 9 % in 2014 and 8 % in 2015. The recent survey on
the IBs/PBs also indicated that almost 79% of those institutions
reported an increase in their total assets while only 21% reported
a decrease in their total assets. Also, 294 of the institutions studied
in the report registered a profit increase while only 52 institutions
reported a fall in their profits for the years of 2014 and 2015. This
is evident of that Islamic financial institutions globally have been
performing well in recent years though it has experienced a slight
drop in the growth of total assets in 2014 and 2015 (The Banker,
2015).

The Banker (2015) report attributed this fall to consolidation
in some markets, new regulatory changes, market saturation in
highly banked economies and the exchange rate differentials of
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several local currencies. For example, due to the fact that Iranian
Rials (IRR) considerably depreciated against the US dollar, the to-
tal assets of IBs/PBs in the worldwide scale had to confront a fall
of almost 40%. Despite the drop in total assets, the Report indica-
tes that the market is still heading in the right direction with Islamic
financial institutions improving access to and delivery of services,
especially developing microfinance services and forming stronger
strategic partnerships across Asia.

The core market and the bulk of Islamic banking/Participati-
on banking industry are concentrated in nine core markets. These
markets can be counted as; Bahrain, Qatar, Indonesia, Saudi Ara-
bia, Malaysia, United Arab Emirates, Turkey, Kuwait and Pakis-
tan. Together they account for 93% of the whole industry assets,
which is to be estimated to exceed the level of USD 920 billion in
2016 (World Islamic Banking Competitive Report, 2016). Accor-
ding to this report, the total assets of Islamic banking with commer-
cial banks in Qatar, Indonesia, Saudi Arabia, Malaysia, Uman
and Turkey (QISMUT) are set to exceed USD 801 billion in 2015,
representing 80% of the international Islamic banking assets. It
is worth stressing that despite political and economic volatility in
these regions, Islamic banking industry continues to show a strong
growth of 16% in recent years. Based on the figures presented in
this report, the participation banking industry in Turkey is ranked
6th in terms of the market share based on total assets in QISMUT
region. The leading market share belongs to Saudi Arabia (33%),
followed by Malaysia (15.5%), UAE (15.4%), Kuwait (10.1%)
and Qatar (8.1%). One of the similar survey done by Ernst and
Young (2014) confirmed the outcomes of the survey mentioned
above, also concluding that a-19 % annual growth rate in total
assets will be achieved through the years of 2014-2019, reaching
to a total assets of USD 1.8 trillion. The Ernst & Young (2014)
reveals the regional dynamics for the given six core countries of
QISMUT in details. Accordingly, the market share of the GCC
countries accounts to 33% whereas ASEAN countries only have
14% market share in total assets. South-Asian origin countries with
a market share of 12% ranked as the third region among QISMUT
countries.
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Participation Banks or Islamic Banks providing interest free
banking products/services in Turkey were launched its operations
initially in 1983. Albaraka Turkish Special Finance House, the
first financial institution providing interest free financial products
was established in 1985. In 2005 Special Finance Houses (SFHSs)
were renamed as Participation Banks operating under the Ban-
king Law no: 5411. As of 2015, there are five PBs operating in
Turkey with a total asset of TL120.253 million, including newly
established a state-owned Ziraat Participation Bank in that year.
As was expected, another state-owned participation bank, Vakif
Participation Bank, opened its branch in 2016. In the Turkish dual
banking system, the PBs operate side by side with their deposi-
tory and non-depository conventional counterparts, the number of
which reached to 45 in 2015.

Although Turkey has a developing economy, it has macroe-
conomic problems and fragile financial markets and faced several
economic crises in 1994, 2000, 2001 and 2008 over which
the PBs survived. However, the market share of PBs in the Turkish
banking sector has only reached to the highest level of 6% since
their inception in the early-1980s. It is not wrong to pronounce
that participation banking in Turkey has not reached to the level of
those in other Muslim countries such as Malaysia and the GCC re-
gion. In comparison with Malaysian Islamic Banking, for example,
that was also launched as early as 1980s, the market share of the
participation banking attained in Turkey would not be considered
as sufficient yet due to endogenic and exogenic factors influen-
cing the development process in a negative way. The collapse of
some interest free financial institutions (for example Ihlas Finance
Institution and Bank Asya Participation Bank) in the late 1990s
and in 2014 respectively, gave negative impact to the culture of
participation banking in Turkey. As such, the negative perception
among the Turkish people combined with adverse effects of the
collapse of Ihlas Finance Institution and Bank Asya Participation
Bank made a detrimental effect on the demand of the participation
banking products/services which hamperred the expansion of the
sector domestically.
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2. Literature Review

Over the last decade, we have been observing an increase
in the number of studies addressing the issues such as; customers’
bank selection criteria, the level of awareness and the use of par-
ticipation banking products and services. The most of the studies
on customer satisfaction and bank selection criteria for IBs reveal
rather an interesting wide range of observations.

One of the earlier studies deserved to be mentioned here is
carried out by Haron, Ahmad and Planisek (1994) study conclu-
ded that there were many similarities between Muslims and non-
Muslim customers in their bank selection factors and utilization of
products and services. The research was carried out in a plural
society of Malaysia.

To examine the relationship between service quality percepti-
on and customers’ satisfaction in the Islamic banking sector, many
scholars recoursed to the use of a-six dimension SERVQUAL me-
asurement in recent years. One of those studies considered the
Malaysian Islamic banking industry was done by Amin (2008). By
interviewing the bank deposit customers (muslim and non-Muslim)
at bank branches, he collected the necessary data, applied the
six dimensions of SERVQUAL to achieve the aim of the study. It
was found that the majority of the Islamic banking customers were
satisfied with the overall service quality provided by their banks.
The findings suggest that the standard model of Islamic banking
service quality dimensions should consist of the six dimensions
and good determinants of satisfaction. According to the empirical
results of Amin (2008) study, the relationship between service qu-
ality and customer satisfaction is significant.

One of the first studies conducted in Bahrain is the study of
Al-Ajmi et al. (2009). The purpose of this paper is to report the
motives that disposed of customers to choose a specific bank, the
level of familiarity of customers with the most widely used servi-
ces/products offered by IBs, and the extent of use of those pro-
ducts. The necessary data was collected from 655 respondents
who either bank in a Commercial Bank (CB) or IB or both. Based
on statistical results, it is found that “religiosity” and “social res-
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ponsibility” are the two most important factors that determine bank
selection. “Cost benefit” is the third most important factor conside-
red in bank selection; customers of CBs and IBs share a number of
motives, but they differ significantly on a few motives in relation to
bank selection; and clients of Islamic banks are more familiar with
the products/services that conform to the Shariah. Overall, for
customers who bank exclusively with IBs, and for those who bank

in different kinds of banks, the most widely used product/service
of IBs is Murabaha.

The paper investigating the attitudes of Libyan business firms
towards Islamic methods of finance was carried out in the study of
Gait et al. (2009). A sample of 296 firms is surveyed using phone
interviews during December 2007 and January 2008 to collect
the data for their awareness and perceptions of Islamic finance.
The results indicate that most firms have knowledge about the exis-
tence of IBs, while more than two-thirds of respondents know the
specific products of Musharakah (full-equity partnerships) and Qu-
ard Hassan (interestfree benevolent loans), often through perso-
nal informal lending. However, many respondents are uninformed
regarding most other Islamic financing methods. Factor analysis
is used to reduce the large number of explanatory variables used
to determine business firm attitudes to just four determinants: na-
mely, “religion”, “profitability”, “business support”, and “unique
services”. As the other relevant studies investigated IBs in different
contries, discriminant analysis confirmed that religion remains the
primary motivation for the potential use of Islamic finance among
business firms in Libya.

Lee and Ullah’ in (2011) provided a significant contribution
to IBs” selection criteria where the importance of Shariah complian-
ce and bank patronage factors for CBshas been explored. Aiming
to investigate the determinants of customers’bank selection for IBs
in Pakistan and thereby the potential risk of deposits withdrawal in
case of violations of Shariah principles, they presented the descrip-
tive statistics and cross-tabulation analysis based on data collected
from 357 customers living in Peshawar city, Pakistan. They found
that IBs" customers highly value Shari’a compliance in theirbanks
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and that non-compliance with Shariah principles leads to disgrunt-
led customers. One of the most interesting pronouncements of the
study is that if an IB is involved in repeated violations of Shariah,
the customers are inclined to switch their banks.

Saad (2012) aimed to explore the relationship between dif-
ferent demographic factors and satisfaction of banks’ customers in
Malaysia. The results of the study suggest that the customers are
mostly satisfied with “quality of services” which include “compe-

tency”, “friendliness”, and “staff efficiency “.

Amin, Isa and Fontaine (2013) study attempted to measure
customer satisfaction and its effect on image, trust and loyalty for
IBs. Based on the review of the relevant literature they found out
that customer satisfaction had a significant relationship with ima-
ge, image had a significant relationship with trust, and trust had
a significant relationship with customer loyalty for both customer
segments. The findings suggest that Muslim customers established
relationship with IBs since they trusted that IBs provided Shariah
complaint financial products and services.

Abdullah Sidek and Adnan (2012) study presents a diffe-
rent approach in comparison with most of studies of participation
banking in the sense that this study only deals with non-Muslim
customers’ perception of Islamic banking products and services in
Malaysia. Based on the findings of the analysis built on the data
involved 152 respondents, the study showed that Islamic banking
services made headway among non-Muslims in Kuala Lumpur. In
relation to the degree of perception, the link between religion and
education could not be established with the perception that the
establishment of Islamic banking will improve the overall banking.

It is obvious from the findings of some studies that religi-
on is not a sole motivation for the IBs’ customers to deal with
those banks. Kader et al., (2014) study reported that Malaysian
customers preferred banking with an Islamic bank (namely Bank
Rakyat) because of its quality service, its return and its physical
image. The oucomes of this study suggests that IBs should increase
their customer satisfaction as well as providing more attractive cost
benefit products as their marketing strategy. In addition to that
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there is no difference between Muslim and non-Muslim customers
in terms of the bank patronage factors.

Dhurup, Surujlal and Redda (2014) studied the rapid advan-
cement in technology-based systems, especially those related to
the Internet, has led to fundamental changes in how banks interact
with customers. Their study provides insights on a framework for
understanding customer perceptions of the quality of technology-
based banking service and the relationship with customer satis-
faction and loyalty in a developing country. The findings provide
evidence that the seven dimensions of technology based service
quality positively influence customer satisfaction and loyalty. The
results show that periodic measurements of the levels of online
banking service quality should become an integral part of any
bank's effort and strategy in improving service quality levels.

Sayani’s (2015) study aimed to identify the determinants of
customer loyalty in IBs and CBs. More than 300 respondents in
United Arab Emirates were surveyed to highlight the factors that
lead to continuing a relationship with IBs and CBs. The results of
the study indicates that IBs’ customers are satisfied with the Sharia
Advisory Board, number of branches, handling issues on the pho-
ne but there is a negative correlation between advice by the per-
sonnel and lenght of association as a proxy of customer loyalty.

The impact of religiosity on consumer attitudes towards Isla-
mic banking in Egypt was explored in the study of Youssef, Kortam,
Abou-Aish and Bassiouny (2015). The findings of this survey are
of practical importance for marketing of Islamic banking products
as they reflect on the likely role of religiosity that would play in
shaping the attitudes of potential customers toward those products.
Abdi’s (2015) study differs from the other studies in the sense that
its sample is constituted of the international students studying at the
selected Malaysian Universities rather than banks’ customers. The
motivation for the sampling is justified with the extensive numbers
of Muslim international students in Malaysia, having contributed
not only the country’s education sector, but also the Islamic ban-
king industry as well. Thus, the aim of the study is determined to
examine the factors that influence Muslim international student’s
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bank selection criteria of Islamic banking. A total of 163 usab-
le responses through a survey questionnaire were analysed. The
outcome of the study indicates that 43 percent of the variance of
Muslim international student’s selection criteria to choose Islamic
banking system can be explained by the variables which are “re-
ligiosity”, “knowledge”, “service”, and “reputation”. In addition,
out of the four independent variables, the variables of “knowled-
ge”, “service” and “reputation” were found to be significant to the
selection criteria of Islamic banking. On the other hand, the reli-
giosity variable was not significant to selection criteria of Islamic
banking for international university students.

One of the recent studies, Kashif, Rehman and Pileliene
(2016), investigated the service quality to loyalty path in Islamic
banking sector in Pakistan. The study points out that Pakistani Is-
lamic banking customers are satisfied with service quality offered
by the IBs. However, major focus of customer is on the dimensions
such as; “responsiveness” and “sincerity” which are understan-
dable in high-risk avoiding and moderately power-oriented Pakis-
tani society.

Most of the studies investigating Turkish participation ban-
king has been only dealt with one dimension of the subject with a
very limited sample size and scope so far: for example; the studies
only investigating awareness towards Islamic principles or only
those of customer satisfaction or participation banking patrona-
ge factors in one city. Until the late 2000s, even the number of
such studies explaining the bank patronage factors and customers’
satisfaction for Turkish participation banking products was far in
between. It can be noted that the relevance of the socio-political
atmosphere for participation banking starting in 2007 has been
provided the desired socio-political atmosphere. As a result, the
number of the studies considering various aspects of the partici-
pation banking industry have increased considerably since then.

Okumus’s (2005), one of the pionering empirical study exp-
loring participation banking sector in the mid-2000s, studied the
customer satisfaction and bank selection criteria regarding par-
ticipation banking in Turkey. To answer the research questions,
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Okumus (2005) study administred a survey questionnaire method
to selected 161 respondents from PBs (formerly SFHs) customers
visiting the sampling branches in Istanbul over the period of May
2004 through June 2004. The analysis revealed a certain degree
of satisfaction with participation banking prodcuts. Despite being
aware of a number of specific products and Islamic banking prin-
ciples, the respondents indicated that they did not deal with them.

A similar study was also conducted in the late-2000s by
Okumus and Genc (2013), collecting primary data as a means of
structured survey questionnaire from 281 PBs’ customers by using
stratified random sampling from January 2009 - March 2009.
This survey is also limited to the Istanbul branches of the five PBs
operating in that year. There is a strong evidence in the relevant
literature that “religious” was one of the criteria of the PBs custo-
mers’ selection. In addition, the empirical findings of both studies
revealed that there was a low level of customer satisfaction on “the
limited number of branches”, “the availability of a wide range of
credits with favourable terms” and “high service commission and
fees”. The respondents also expressed their dissatisfaction with
some of the PBs'facilities and despite being aware of a number of
specific products and services such as Mudarabah and Mushara-
ka, they indicated that they did not deal with them. However, both
studies pointed out that the relationship between customers and
bank staff was the main driver of the PBs’ customers’ satisfaction
and bank selection process in Turkey. Both studies also reveal that
the reason for dealing with a PB not a CB is religiosity rather than
profitability that a rational investor is supposed to seek for in his
investments.

Bilir and Ozgen (2010) mainly aimed to measure the level of
customer satisfaction in PBs located in the province of Hatay, Tur-
key. SERVQUAL method desribing the level of service quality as
a fraction of customer expectations and service perception of the
firm regarding the service offered to customers was applied. De-
pending on data collected from 322 respondents, they concluded
that the PBs should devote themselves to train their staff although
customers had a confidience in a PB itself but not in staff in terms
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of advising about the products and services offered by the PBs. In
addition to that the PBs are far away with meeting financial needs
of their customers such as credits in favourable terms.

Ozsoy, Gérmez and Mekik (2013) aimed to explore the
reasons for preference criteria of the Turkish PBs. A sample of
217 participants from the PBs customers attended the survey in the
provience of Bolu city, Turkey. By applying an exploratory factor
analysis, the study revealed that the principal factor affecting the
participants’ bank selection decision was “product/service qua-

lity” as well as “image and trust”, “personnel quality”, “religious/
environmental motivations”.

The number of studies claiming that there is no huge differen-
ce between the products provided by PBs and CBs in Turkey is not
few. One of such studies of Kaytanci, Ergec and Toprak (2013)
analysed the level of awareness and satisfaction among PBs cus-
tomers since they observed that customer satisfaction was one of
the most important element in the banking sector. The study used
the data compiled through the survey held in Eskisehir city, Tur-
key, with the participation of 500 customers. Based on findings it
reveals that most of the customers were satisfied with the products
and services offered by the PBs and that they have high level of
awareness on the PBs’ products.

Savasan, Sarac and Gurdal (2013) investigated the busi-
nessperson perception from Islamic finance by utilising an extensi-
ve questionnaire sent to 1045 businessmen who are the members
of a conservative business association of MUSIAD in Turkey. The
findings of the survey indicated that 60% of the respondents at-

tended the survey prefered banking with CBs whereas the rest
banked in PBs only.

Asutay and Ergec (2013) explored the relationship between
money, deposits, and loans (financing) in the context of Malaysian
and Turkish Islamic and conventional bankings. Based on data
collected from January 2007 to May 2013, the study applied
Granger causality test as a method of analysis. The results showed
that the direction of the causality between loans and deposits was
the same in both Malaysia and Turkey. Therefore, it appears that
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the direction of the causal relations is the same in the Turkish CBs
and PBs.

One of the recent studies aiming to evaluate the customer
satisfaction and loyalty for private and state-owned CBs as well
as PBs in Turkey is the study of Sendogdu (2014). The survey was
carried out in Konya city known as one the most conservative city
in Turkey by collecting data from 321 CBs and PBs’ customers.
According to the findings of this study, there is no difference bet-
ween customer satisfaction and customer loyalty observed, howe-
ver, established a strong positive relationship between the given
variables.

Ergec, Kaytanci and Toprak (2014) studied bank selection
preferences of PBs’ customers to better understand their attitude
towards “Islamic windows”, which is not operational in Turkey
yet. The data collected from 500 bank customers in Eskisehir city,
Turkey. Based on the data and findings, the customers of PBs have
positive attitude towards “Islamic banking windows” if the CBs
provide participation banking products and services in Turkey.

The participation banking sector in Turkey has attracted many
non-Turkish scholars, inspiring them to investigate the sector aca-
demically. Boulam’s (2015) focused on the participation banking
in Turkey. Having strongly indicated that Turkey bridges the East
and the West as a secular country, Boulam (2015) study attemp-
ted to eleborate if Turkey could be a global financial hub in the
region. By analysing the subareas of the Global Financial Centers
Index which considers the current growth rate of the participation
banking industry and the support by the state in the foundation of
a state-owned PB, the study attampted to determine the possible
contribution of Islamic finance/banking tools to the Turkey’s way
in becoming a global financial hub. The methodology used in the
study is the Z/Yen Index providing ratings for financial centres cal-
culated by a ‘factor assessment model’. Based on the findings of
Z/yen index analysis the study concluded that Turkey had a great
potential and strengths to become an international financial hub.

Finally, Artar, Okumus and Genc, (2016) study also compa-
red the PBs customers with the CBs’ ones in terms of bank selection
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criteria, awareness towards Islamic principles and use of banking
products. A sample of 1082 respondents from various cities in Tur-
key is used in the study. It appears that the customers of PBs and
CBs seem not to be significantly different in terms of preference
of banking products. While most of the PBs’ customers mostly use
either current accounts or credit cards, most of the CBs’ customers
mostly use consumer credits offered by the CBs as well as current
accounts and credit cards. Based on the empirical results, it is
also clear that there is a high level of awareness in public towards
Islamic principles that are supposedly adopted by the PBs in their
banking operations. It is worth noting that in a comparative man-
ner businessmen in Turkey act rational regardless of whether it is
a CB or a PB as long as banking products and services offered by
the given banks meet their business needs.

4. Methodology and Data

The data collected though questionnaire and the survey was
though out Turkey by taking into consideration the 3-level Statis-
tical Regions (SR) by the Turkish Statistical Institute. To be able to
run the survey Turkey-wide at SR Level 1 and 2, quota sampling
was used because of considerable difficulties in actually locating
and interviewing each member of the population. Nonetheless,
once the quotas of the PB branches with transaction volumes de-
termined, the interviews carried out randomly. Eventually, o-large
sample of 727 household and 109 corporate customers of PBs
constituted the database that statistical analysis was built on. To
our knowledge, this study has been carried out based on the most
detailed and comprehensive data ever used regarding the PBs in
Turkey. Descriptive statistics and chi-square are reported. (Desc-
riptive statistics in Table |, Table II, Table Ill, Table IV and Table V;
chi-square test in Table VI and Table V)

The questionnaire is designed in six sections: Section one
includes demographic information about the households and cor-
porate customers of the PBs such as gender, age, level of educa-
tion, types of employees and jobs, years on job, monthly income,
age of company, legal entity of company, number of employees,
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and financial turnover of company. In the second section, the main
reasons behind customers not solely dealing with a PB are asses-
sed with a number of nine items. Section three comprises of the
information on financial products and services utilised by the PBs’
customers. In Section four, twelve items are selected to determine
PBs’ households and corporate customer awareness and their use
of participation banking products. Section five engages in the rea-
sons behind dealing with a PB. Sixteen selection criteria are used
in order to detect the selection criteria of the PBs customers. Secti-
on six evaluates the PBs on twelve items in order to determine the
main drivers of the PBs’ customer satisfaction towards the financial
products and services.

All items, except for those in Section four, were measured on
five-point likert scales from 1 (Not aware of/Very un-satisfied) to 5
(Strongly agree/Very satisfied). In Section four, respondents were
invited to express the level of awareness and use of different pro-
ducts/services on the basis of “Not aware of it”, “Low awareness
of it”, Aware and do not use it”, “Aware and use it"and “Well
aware of it”.

The present study follows the patterns of Okumus (2005) and
Okumus and Guneren Genc (2013). Both the studies are conclu-
ded in Turkey, however they are limited in scope due to the selecti-
on of sample. The given studies limited their study to the customers
of PBs operating in Istanbul city only, however this study is not
limited in scope as the data is collected at large without restricting
it to one city or to a few branches of PBs, expanding the survey to
the Turkey-wide level.

5. Empirical Findings

In this section, to be able to distinguish the preferences of the
PBs’ household and corporate customers, the empirical findings
will be presented separately in the following tables.

Household and Corporate Respondents’ Descriptives

With regard to the responses of individual customers partici-
pated in the survey, as it reveals from Table | below, 84.5 % are
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male and 15.5 % are female respondents. More than 50 % of the
respondents regarded themselves that they absolutely fulfil the re-
quirements of Islam religion. The largest age group of respondents
is from the age group of 25 to 44 years old, which accounted for
27.5 %. Besides it seems that most of the respondents graduated
from high school, which consists of 38.9 %, and followed by res-
pondents holding a bachelor degree which comprising of 26.8 %.
A-third of the respondents (33.4 %) responded that they work at a
privately owned firm, mostly engaging in service sectors. Those de-
aling with trade followed this. As is denoted in Table | more than
50 % of the household respondents had a working experience for
9 years in the sector they are engaged in. Approximately 30 % of
the respondents had an income of between TL2000-6000.

Table I: Background of Household and Corporate Respondents

n=727 Household n=109 Corporate

Age Frg. % Yearsin Business/Job  Frq. % |Ageof Company Frq. % Financial Turnover of Comp. Frq. %

15-24 years old 42 5.8  Unemployed 10 1.4 |under 5 year 22 202 0-199.0008 37 33.9
25-34 years old 119 164 Less than 5 years 173 23.8 |5-9year 19 17.4 200.0008 - 299.0008 6 55
35-44 years old 81 11.1 5-9 years 156 215 [10- 14 year 24 22.0  300.0008 - 499.000$ 4 37
45-54 years old 34 4.7 10-14 years 101 13.9 |15-19 year 11 10.1  500.0008 - 749.000$ 3 28
55-64 years old 15 2.1 15-20 years 86 11.8 | more than 20 year 33 30.3 750.0008 - 999.0008 2 1.8
more than 65 yearsold 4 0.5 More than 20 years 118 162 |Type of Company 1.000.0008 - 1.499.000$ 1101
Missing Value 432 59.4 Missing Value 83 11.4 | One Partner 43 39.4  1.500.0008 - 1.999.000$ 4 3.7
Gender Type of Business Sector Family Company 49 450 2.000.0008 - 2.999.0008 4 37
Male 614 845 Manufacture 54 7.4 |Non-Family Partnership 7 6.4 3.000.0008 - 4.999.0008 8 73
Female 113 155 Trade 129 17.7 | Comp. of Public Ownership 9 8.3 15.000.000S - 19.999.0008 2 1.8
Practicing Religion Agriculture 5 0.7 |Missing Value 1 0.9 More than 100.000.000$ 1 0.9
Absolutely 419 57.6 Finance and Tourism 49 67 |Number of Employees Missing Value 27 248
Partly 243 334 Construction 59 81 |1-5person 57 523 Title of Company

None 48 6.6 Education 50 6.9 |6- 11 person 27 24.8  Limited Company 45 41.3
Missing Value 17 2.4 Services 187 25.7 |12-17 person 12 11.0  Stock Company 16 14.7
Level of Education Missing Value 194 268 |18-23 person 4 3.7 Unlimited Company 45 413
Non-Literated 1 0.1 Type of Employers 24 - 29 person 1 0.9  Collectiv Company 2 18
Literate only 1 0.1 State employee 20 28 |more than 30 year 8 7.3 Public 1 0.9
Primary School 81 111 State officer 55 7.6 | Type of Business Sector

Secondary School 87 12.0 Private employee 243 33.4 | Manufacture 20 18.3

High School 283 389 Private officer 73 10.0 | Wholesale 25 229

Community College 51 7.0 Self-employed 64 8.8 |Retail 42 385

Bachelor's degree 195 26.8 Specialized professions 48 6.6 |Services 22 203

Master 26 3.6 Craft 140 19.3

Doctorate 2 0.4 Retired 16 22

Monthly Net Income Housewife 17 23

0- 1999TL 32 4.4 Student 41 5.6

2000TL - 3999TL 171 23.5 Missing Value 10 1.4

4000TL - 5999TL 57 7.8

8000TL - More than 0 0.0

Missing Value 467 643

As we considered the descriptives of corporate respondents,
based on the figures in Table | below, 45 % of the respondents
pronounced that they worked for their family business. 60 % the
corporate respondents had been operating in the sector for more
than 10 years. In addition to that, 77 % of the corporate customers
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based on the data collected have less than 11 employees, indi-
cating to a micro business scale. Almost over 30% indicated that
their firms had less than USD200.000 financial turnover annually.
The majority of the corporate respondents (38.5%) got involved in
the retail sector and those followed by the wholesale one.

Respondents’ Use of Products/Services

Table Il reports the findings in connection with the types of
accounts held by the household and corporate respondents and
the length of time they held their accounts and services utilised. It
reveals from the figures in Table Il, almost 60% of the households
has current accounts with a PB more than one year. This rate is
68% for corporate respondents. However, only 35 % of those
have kept up their relationship with a PB for more than three years.
This might imply a low level of customer loyalty towards PBs.

It appears that half of the household and corporate respon-
dents has been holding the credit cards given by PBs for more than
one year. In addition, almost 14 % of the household respondents
had recoursed to consumer credit facility based on Murabaha at
least one year ago. However, one third of the corporate respon-
dents had recoursed to the individual finance products of the PBs
in the form of commercial credit at least one year ago which ope-
rates in compliance with the principle of Murabaha. Based on the
data, it is not wrong to pronounce that both household and cor-
porate customers tend fo use rather credit-like products/services of
the PBs than deposit ones.
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Table Il: Length of the Accounts/Services Held and Utilised

Do not have or

Used for Short

More than 5

Missing

n=727 (Households) not applicable Period Less than 1 year 1-3 year 3-5 year years

Frq. % Frq. % Frq. % Frq. % Frq. %o Frq. % Frq.
Current Accounts 155 214 46 6.3 97 13.3 165 227 98 135 160 22.0 6
P/L Participation Accounts 465 64.0 29 4.0 55 7.5 73 10.0 34 4.7 60 83 11
Consumer Credit 567 78.0 27 37 35 4.8 49 6.7 34 4.7 13 1.8 2
Foreign Currency 531 73.0 18 25 39 5.4 53 7.3 41 5.6 42 5.8 3
Individual Pension 564 71.6 23 32 33 4.5 53 73 32 4.4 16 22 6
International Foreign Trade Goods/Services 681 93.7 6 0.8 4 0.6 23 32 8 1.1 4 0.6 0
Credit Card 280 385 17 23 47 6.5 132 182 115 15.8 136 18.7
Cheque 637 87.6 6 0.8 19 2.6 18 2.5 14 1.9 31 43 2
Gold 553 76.1 9 1.2 23 3.1 50 6.9 54 7.4 36 5.0 2
Investment Services 590 81.2 15 2.1 24 32 54 7.4 29 4.0 11 1.5 4
Sukuk 701 96.4 11 1.5 5 0.7 4 0.6 3 0.4 1 0.1 2
=109 (Corporate) 22 ‘":;l:;?::b‘l’: Use‘:,:‘:ﬂ?‘“” Less than 1year  1-3 year 3-5 year MD;:‘;:" 5 Mmissing

Frg. % Frg. % Frg. % Frg. % Frg. % Frg. % Frg.
Current Accounts 11 10.1 7 64 16 147 18 165 18 165 38 349 1
P/L Participation Accounts 68 624 5 4.6 6 55 11 10.1 4 3.7 11 10.1 4
Commercial Credit 56 514 6 55 7 6.3 23 21.1 9 83 4 37 4
Foreign Currency 66 60.6 11 10.1 2 1.8 15 13.8 3 2.8 55 6
Factoring 91 835 4 3.6 1 0.9 3 2.8 1 0.9 9
International Foreign Trade Goods/Services 98 90.0 2 1.8 2 1.8 1 0.9 1 0.9 1 0.9 4
Credit Card 27 249 1 0.9 12 11.0 18 16.5 18 16.5 31 284 2
Cheque 61 56.0 7 6.4 6 55 6 55 6 55 20 183 3
Gold 84 771 5 4.6 2 1.8 11 10.1 3 2.8 2 1.8 2
POS 30 273 3 2.8 15 13.8 21 193 10 92 27 24.8 3
Derivative Products 86 789 1 0.9 1 0.9 1 0.9 4 37 5 4.6 11
Investment Services 82 752 6 5.5 3 2.8 8 7.3 5 4.6 1 0.9 4
Sukuk 96 88.1 1 0.9 2 1.8 4 37 2 1.8 4

Table lll: Respondents” Awareness and Use of Products/Services

‘Well aware Aware of Adequate Aware Low Aware Not aware of
n=727 (Househols)
Frq. Frq. %o Frq. % Frq. % Frq. %
Interest free principles 78 154 212 239 329 117 16.1 139 19.1
Mudarabah 51 84 11.6 88 12.1 105 14.4 399 549
Musharaka 60 102 14.0 131 18.0 109 15.0 325 44.7
Assurance Fund 268 36.9 459 63.1
‘Well aware Aware of Adequate Aware Low Aware Not aware of
n=109 (Corporate)
Frq. Frq. Y% Frq. % Frq. % Frq. %
Interest free principles 10 21 19.3 39 358 18 16.5 21 19.2
Mudarabah 9 7 6.4 16 14.7 17 15.6 60 55.0
Musharaka 14 14 12.8 17 15.6 15 13.8 49 45.0
Assurance Fund 53 48.6 56 514

It is expected that the customers who have been dealing with
PBs for some time based on the products/services understand par-
ticipation banking terminology. Therefore, this study was obliged
to attempt to reveal the customers’ awareness towards the specific
meaning of participation banking principles such as Riba, Mu-
rabaha, Mudarabah and Assurance Fund. In the questionnaires,
respondents were required to express the degree of awareness
of those principles and banking products offered by the PBs in

Turkey.
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Based on the figures in Table lll, the majority of the house-
hold and corporate respondents showed a good understanding
of interest free principle of Riba with a ratio of 20 %. However,
the findings indicate that Arabic terms such as Mudarabah (55
percent) and Musharaka (45 %) were not well understood. One
fifth of the respondents cited that they were not aware of speci-
fic Islamic banking terminology such as Mudarabah, Murabaha
and Musharaka. Surprisingly, only one third of the household res-
pondents were aware of the Assurance Fund whereas the consi-
ousness among the corporate customers towards Islamic banking
terminology had been higher reaching to the level of over 50 %.

Respondents’ Bank Patronage Factors

In the survey, the participants were invited to express the ex-
tent of their agreement with a set of reasons that may explain their
banking with PBs. A statistical brief of their responses is given in
Table IV below.

Based on the findings for households as seen in Table IV, it
was noted that closest behavior of employees was the most impor-
tant criterion for choosing to deal with a PB. It registers the highest
mean score (3.92). This is followed by the factors of inferest free
financial institutions and provision of fast and efficient service by
banks (3.84 and 3.78, respectively) Reputation and image of PBs
and financial counselling provided by employees are seen to be

the fourth and fifth important factors with the mean scores of 3.68
and 3.61.

It is noted that closest behavior of employees was the most
important criterion for choosing to deal with a PB for corporate
respondents with the highest mean score of 3.78. This is followed
by interest free financial institutions, financial counselling provided
by employees (3.67 and 3.58, respectively). The factors such as
location near home/place of work and fast and efficient service
by banks are registered to be the fourth and fifth important factors
with the mean scores of 3.45 and 3.43.
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Table IV: Respondents’ Bank Patronage Factors

w727 (Houschalds) Strongly Agree Agree Disagree mss':;'l'fr'li 4 No view N"/'::".';g Mean std.
Frq. % Frq. % Frq. % Frq. % Frq. % Frq. Deviation
Religious reasons solely 143 197 186 256 143 197 115 158 123 169 17 304 138
Interest-free financial institution 262 360 256 352 53 73 67 92 69 9.5 20 3.84 1.26
Assurance Fund 16 160 258 355 92 127 68 94 121 166 7 3.40 123
Closest behaviour of employees 236 325 319 439 52 72 39 54 7 100 8 3.92 110
Recommendations by friends&families 98 135 208 286 150 206 114 157 128 176 29 3.04 132
Resistance to financial crises 14 157 256 352 95 131 56 77 138190 68 342 118
PB's reputation and image 164 226 305 420 57 7.8 46 63 138 190 17 3.68 L1
Fast&efficient service 181 249 319 439 62 8.5 31 43 120 165 14 378 1.06
Lower service charges 154 212 258 355 83 4 66 9.1 o153 55 3.52 124
Available credit with favourable terms 82 3 27 312 112 154 88 121 127175 91 3.16 126
FC transactions with favourable terms 86 18 150 206 143 197 95 131 125 172 128 208 1.30
A wide range of services offered 126 173 303 417 95 13.1 46 63 132182 25 3.52 113
Availability of products&services offered by banks 134 184 329 453 86 ns 40 55 125 172 13 3.60 1.09
Financial counselling provided by employees 154 212 133 437 93 128 45 62 13 6 3.61 114
Location near my home/place of work 106 146 275 378 93 128 45 62 o153 6 329 121
Interior comfort 145 199 282 388 82 1.3 78 107 130 179 10 347 124
. Strongl . Missing
2109 Corporate) Strongly Agree Agree Disagree mssmsgﬁ’c 4 No view Valucg Mean I)ef::;in“
Fre. % Frq. % Frq. % Frq. %  Frq. %  Frq.
Religious reasons solely 29 266 20 183 20 183 2 202 18 165 313 150
Interest-free financial institution 2 385 27 248 il 101 14 128 14 128 1 3.67 141
Assurance Fund 2 202 28 257 1 101 14 123 26 239 8 333 131
Closest behaviour of employees 0 367 37 339 6 55 13 19 13 ns 378 132
Resistance to financial crises 18 165 4 312 12 1.0 19 17.4 4 20 2 319 134
PB's reputation and image 20 183 38 349 13 1.9 18 165 19 174 1 327 1.35
Fast&efficient service 235 229 39 358 16 147 13 1.9 16 147 343 132
Lower service charges 24 220 37 339 14 128 16 147 17 15.6 1 3.36 143
Available credit with favourable terms 19 174 28 257 12 1o 23 21 20 183 7 3.08 143
FC transactions with favourable terms 13 e 23 211 12 no 25 229 16 147 20 2.85 1.45
Awide range of services offered 14 128 20 183 19 174 19 174 29 266 8 291 131
Availability of products&services offered by banks 21 193 29 266 15 138 13 1.9 0 275 1 328 127
Financial counselling provided by employees 31 284 3 303 7 64 13 19 1 202 3 3.58 131
Location near my home/place of work 4 312 0 275 1 10.1 19 174 15 138 345 1.46
Interior comfort 2 202 36 330 10 92 19 174 19 174 5 3.30 138

Respondents’ Satisfaction from Products/Services

Based on the data collected and the analysis applied to it,
various aspects of customer satisfaction with participation banking
products/services were attempted to explore in this study. The cus-
tomers of the PBs in the sample were asked to express their degree
of satisfaction towards various aspects of the products and servi-
ces provided by the PBs. The outcomes of this part of the study are
reported in Table V below.

The vast majority of the household respondents expressed a
considerably high level of satisfaction towards various aspects of
products and services. The criteria of financial counseling provi-
ded by employees showed the highest mean score of 4.12, then
followed by those of informing customer about products/services,
provision of fast and efficient service confidentiality of PB, and PBs
reputation and image, respectively (3.89, 3.84 and 3.84). As far
as the performance of bank personnel was concerned, the ma-
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jority of the household respondents were satisfied with the custo-
mer-client interaction at bank branches. However, FC transactions
with favourable terms and recommendations by friends/families
did not get better response from the household customers with the
mean scores of 3.35 and 3.11, respectively.

In the lower part of Table V, the statistics for corporates are
denoted. The criterion of financial counseling provided by emplo-
yees appeared to be the most satisfied one with PBs’ products. It
recorded the highest mean score of 3.97, then, followed by con-
fidentiality of PB and provision of fast and efficient service (3.74
and 3.73, respectively).

Table V: Degree of Household/Corporate Respondents’
Satisfaction

w727 (Houscholds) Strongly Satisfied  Satisfied Dissatisfied mss‘s':"l'sgfll‘e .\ No View ‘i‘:ﬁ‘.’;g e S
Frg. %  Frq. %  Frq. %  Frq. %  Frq. %  Frq Deviation
Provision of fast and efficient service T 263 37 B6 2 72 B 32 3 83 1 s 00
Availibility of loans with favourable terms 197 197 271 78 107 71 98 136 187 102 342 128
A wide range of services offered 155 210 138 47 55 76 28 39 149 205 24 373 102
PB's reputation and image 199 274 305 40 S0 69 28 39 126 173 19 384 104
Recommendations by friends& families s 158 202 278 150 206 104 143 126 173 30 31 132
Confidentiality of PB 180 248 279 384 48 66 36 S0 1 153 73 379 1.09
Financial counseling provided by employees 27 a1 31s 43 23 32 17 23 %2 127 3 42 09l
Informing customer about products&services 227 31.2 292 40.2 46 6.3 32 4.4 114 15.7 16 3.89 1.07
Availability of products&services offered by banks ls 27 M3 472 4 59 28 39 132 182 16 38l 099
Lower service charges 187 257 45 7 72 99 60 83 10 151 53 363 124
FC transactions with favourable terms 116 16.0 164 22,6 81 1.1 57 78 149 205 160 335 1.24
Resistance to financial crises 147 20.2 251 345 61 8.4 54 7.4 140 19.3 73 3.58 118
42109 Corporate) Strongly Satisfied  Satisfied Dissatisfied DIS;’;'I';&: .y No View “"/‘;;‘.’;L e S
Deviation
Frq. % Frq. % Frq. % Frq. % Frq. % Frq.
Provision of fast and efficient service 30 25 » w4 o 3 g 73 7 56 2 373 T8
Availibility of loans with favourable terms » 21 00 2s 12 1 2 no 23 2 9 340 130
A wide range of services offered 28 28 257 10 92 11 11 38 49 8§ 324 115
PB's reputation and image 25 29 38 M9 S 46 9 83 23 21 9 365 118
Recommendations by friends& families 26 239 31 284 1 101 11 101 22 202 8 350 129
Confidentiality of PB % 239 36 30 4 37 m 11 27 48 s 374 1.06
Financial counseling provided by employees 0 25 59 s4l 1 09 7 64 10 92 2 397 1.00
Informing customer about products&services 3 w4 3 303 7 64 13 19 2 202 3 358 131
Availability of products&services offered by banks % 29 30 25 14 128 10 92 21 45 2 345 125
Lower service charges % 257 34 312 s 73 4128 4 20 1 350 131
FC transactions with favourable terms 5 138 2 193 9 83 4 128 8 257 2 36 129
Resistance to financial crises % 239 3% 380 4 37 1 101 27 248 s 360 121

Determinants of Respondents’ Bank Patronage and Socio-
Demographic Factors

To ascertain whether or not the average perception regar-
ding the variables such as; gender, age, practising religion, edu-
cation, type of employers, type of business, years of business,
monthly income, types of company, number of employees, finan-
cial turnover of company are identical for all participants in the
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sample data set, the customers with diverse socio-demographic
backgrounds were involved in the survey. To achieve this, x> was
computed, and the results of the relationship between bank patro-
nage factors and socio-demographic attributes of household and
corporate respondents are reported in Table VII.

Based on the results of analysis and the data as is seen in
Table VIl that there are differences in bank selection criteria accor-
ding to gender, age, practising religion, education, type of emp-
loyers, type of business, years of business and monthly income
of households. Practising religion has been idenified as a critical
factor that dominates the choice of a PB by household customers.

The criterion like location near my home/place of work was
considered as more important by male respondents than the fe-
male ones. Furthermore, the criteria of resistance to financial cri-
sis, FC transactions with favourable terms, and location near my
home/place of work played a more important role for the hou-
sehold respondents for the age group of 25-34 years. It reveals
that the household respondents with a degree of high school con-
sidered PB’s reputatation and image and lower service charges
more important than those who only had university degree. The
households’ respondent with an average monthly income range
of TL2000-3999 gave more importance to closest behaviour of
employees. The respondents working in trade/service sector ex-
hibited more tendencies to opt for interest free banking based on
religious motives, as well as business motives such as religious
reasons solely and interestfree financial institution. Moreover, the
respondents who work on private and self-employed basis gave
more weight to resistance to financial crises, PBs reputation and
image, closest behaviour of employees and fast and efficient ser-
vives. The household respondents running a business less than 5
years expressed that guaranteed deposits in the form of Assurance
Fund was the main driver dealing with a PB. In addition to that the
result of ki-square between age group and FC transactions with
favourable terms appear to be statistically significant. This may
lead to the conclution that there is difference between relatively
young customers and older ones in terms of dealing with a PB for
the criteria of FC transactions with favourable terms.
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In comparison with the x? results for household respondents,
the results for corporate respondents do not confim that there are
as many differences as between the variables. It appears from the
figures in Table VI that the factors of type of company and finan-
cial turnover of company were the ones that the most differences
observed. Especially, the most striking differences observed were
in the attributes and factors between type of company/ financial
turnover of company and the availability of assurance fund ve re-
sistance fo financial crisis. In addition to that the result of ki-square
between age of company and FC transactions with favourable
terms appear to be statistically significant. Therefore, it is not wro-
ung pronounce that there is a relationship between the age of the
company and the criteria of FC transactions with favourable terms.

Not to wrong to pronounce that the corporates which prefer
banking in a PB in Turkey tend to act primarly in accordance with
the business motives in the process of bank patronage.

Respondents’ Satisfaction and Socio-
Demographic Factors

The results from Table VII shows the respondents expressed
a certain degree of satisfaction with most aspects of the products/
services provided by PBs. In upper part of Tablo VIl illustrates the
results of x? *r household respondents. The factor of “practising
religion” showed the most significant statistical results among the
others. All the attributes, except for those of “recommendations
by friends/families” and “confidentiality of PB” and socio-demog-
raphic factors illustrated differences. The determinant attributes of
avalibility of loans with favourable terms, reputation and image,
and confidentiality of PB presented statistical significant results, re-
ferring to the presence of differences in socio-demographic factors
studied in relation to the given satisfaction attributes.

With regard to the findings of the relationship between sa-
tisfaction attributes and socio-demographic factors for corporate
respondents, it is clear that the factors of type of company and age
of company differ for the satisfaction attributes.
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6. Conclusions and Implications

The study is designed to explore the use and awareness of
household and corporate customers of participation banking and
customer satisfaction with the practices of PBs in Turkey. Based on
data analysed, our study shows that most of household customers
are highly educated. Secondly, the trend of them in the sense of
age, majority of the household customers are in the age of 25 to
44 years and one-third of them are of middle incomelevel, enga-
ging in service sector. With regard to corporate customers, most
of them engage in trade sector for more than 10 years, owning a
business at micro scale.

Our study refers that only one third of the customers have
been dealing with a PB for more than 3 years whereas half of the
cusomers bank in a PB for a year. This might imply the fact that
customer loyalty towards PBs is low since PBs are lacking many pf
the feature and requirement that their customers demand. In addi-
tion, both household and corporate customers tend to use credit-
like participation banking products rather than depositlike ones.
The findings of the study present that the level customer awareness
towards participation banking principles is good in general such
as Riba. But most of the customers are unaware of Murabahabh,
Mudarabah and Musharakah principles. The awareness of the
availibility of Assurance Fund appears to be higher among corpo-
rate customers than household ones.

Regarding the bank patronage factors, both household and
corporate customers have chosen to bank with a PB due to staff
friendlinessat branches, but there are some other factors that mo-
tivate customers for the adoption of participatin banking such as
interestfree financial institution, efficient service, and financial co-
unselling offered by staff. On the contrary to the findings of earlier
studies by Okumus (2015) and Okumus & Guneren Genc (2013),
the factor of religious reasons only has not been the one of main
drivers behind dealing with a PB for both type of customers any-
more. Based on analysis, the results of our study implies that PBs’
customers have acted in a more rational manner in their financial
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desicions in comparison with those participated in the similar sur-
veys in the early and mid-2000s.

Moreover, the results suggest that over all PBs’ customers are
mostly satisfied with participation banking products offered and
efficiency in transactions. However, the level of satisfaction with
the attribute of financial counselling provided by staff to corporate
customers appeared to be low.

With regard to determinants of bank patronage and socio-
demographic factors, our study concludes that practising religion
is one of the main factor for the household customers in their bank
selection process as well as availability of Assurance Fund. Above
all, such as; type of company and financial turnover of company
present a relationship with bank patronage factors such as avai-
lability of Assurance Fund and resistance to financial crisis. The-
refore, it is not wrong to pronounce that corporate customers of
the PBs in Turkey tend to act primarily in accordance with business
motives in their bank selection. The degree of satisfaction with
PBs’ products/services is determined by the attributes of loans with
favourable terms, reputation and image, and confidentiality of PB
to a certain level whereas type of company and age of company
are the attributes for corporate customers.

The researchers feel that in order for the fullfledged PBs to
gain more market share, not only the participation banking pro-
ducts/services but also the fundementals of participation banking
should be internalised by customers, staff and other parties rela-
ted, leading to the awareness of the original paradigm of Islo-
mic banking and finance. Secondly, the PBs are obliged to offer
products/services that meet the SMEs’ financial needs rather than
restricting themselves to the needs of micro businesses in Turkey.
As a result, they can gain a growing customer base of the Turkish
people, especially those who have been kept a distance from the
historically set perception of Islamic banking in Turkey. Lastly, the
PBs need to prove that they are commercially viable as the other
counterparts in the financial markets.
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