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Abstract 

In the past few decades, Islamic banking has gained popularity not only in Muslim countries but also 

in non-Muslim countries. This is due to the fact that the products and services provided by Islamic 

banking are not only intended for Muslims but also non-Muslims. As one of the largest Muslim 

population countries in the world, Indonesia has the potential to develop its Islamic banking. 

However, not all Indonesians have the same level of knowledge and perceptions about Islamic 

banking. Therefore, it will turn out to be an obstacle to Islamic banking growth in the future. This 

research is conducted to investigate the knowledge and perception of Muslim and non-Muslim about 

the products and services provided by Islamic banking in Papua Province, one of the regions in 

Indonesia with a minority Muslim population. Using the questionnaire to collect the data from 452 

Muslim respondents and 231 non-Muslim respondents, the result showed that there is a correlation 

between religion and knowledge as well as religion and understandings of Islamic banking products, 

services, and operational activities. Furthermore, this study also reveals that both Muslims and non-

Muslims have a good and positive perception of Islamic banking. 
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Introduction 

The development of the Islamic financial system in Indonesia began since the establishment 

of Bank Muamalat Indonesia in 1991 as the first Islamic bank in Indonesia and began 

operating officially in 1992. However, at the beginning of its development, Islamic banking 

did not show a good performance as well as conventional banking. Rivai (2010) states that 

this is due to the regulation of Islamic banking that have not been well organized. 

Anwar (2016) argues that Indonesia is lagged behind in the preparation of special 

regulations for Islamic banking when compared to Malaysia. It is due to the Islamic banking 

regulations in 1992 was only based on Indonesia Banking Act No.7 in 1992 and Government 

Rules No.72 in 1992. Meanwhile, the Malaysian government had prepared a special set of 

regulations regarding Islamic banking since 1983. However, since the implementation of the 

Banking Act No.10 of 1998 replaced the Banking Act No.7 of 1992, the development of 

Islamic banking started to change better. With the issuance of this regulation, Islamic 

banking was introduced to the public at large.  

One of the most impressive things about Islamic banking is its resistance to the global 

economic crisis. The Central Bank of Indonesia explained that despite the financial crisis in 

2008, the performance of Islamic banking in 2009 continued to show high performance, in 

addition to the channeling of funds carried out by Islamic banks consistently increasing. The 

Central Bank of Indonesia also stated that Islamic banking is one of the pillars supporting 

national financial system stability. 

Islamic banking in Indonesia increasingly shows its existence with the enactment of Law 

No.21 of 2008 concerning Islamic Banking. It provides legal certainty and an adequate 

foundation to encourage its growth more quickly. One of the characteristics of Islamic 

Banking growth is the increase in the number of sharia commercial banks and sharia 

business units. According to the Financial Service Authority (2011), the Data of Sharia 

Banking Statistics shows that in 2008 there were only 5 Sharia Commercial Banks in 

Indonesia with 581 offices spread throughout Indonesia. Meanwhile, there were also 27 

conventional commercial banks that run sharia business units with 241 offices spread 

throughout Indonesia. This number continues to increase until 2012 and 2017. Until August 

2018, the data shows that currently there are 13 Sharia Commercial Banks, 21 Sharia 

Business Units and 101 Rural Banks in Indonesia.  

However, with the increase in the number of Islamic commercial banks and sharia units 

which are expected to reach wider communities and increase fund mobilization, this does 

not directly indicate the high growth of Islamic banking. In terms of asset growth, data from 

the Financial Services Authority said that until the end of June 2018, the total assets of 

Islamic banking had only reached 5.70% of the total assets of national banks. Comparing to 

the potential of Indonesia, which has majority Muslim population, the value is still very low 

(OJK, 2018). According to Chairman of the Commissioners Board of Financial Service 

Authority Muliaman D. Hadad, this could be caused by a lack of penetration of Islamic 
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financial products where Islamic banking needs to intensively issue superior products. In 

addition, the results of OJK’s survey in 2016 regarding the Islamic financial Inclusion and 

Islamic Financial Literacy indicates that the knowledge and understanding of the Indonesian 

people regarding Islamic products and finance are still very low. The results show that the 

Islamic Financial Inclusion index in Indonesia was only 11.06%. Likewise, the Islamic 

Financial Literacy index is only 8.11%. According to Umar (2017), generally, the Islamic 

Financial Inclusion in Indonesia is low. He suggests that the community do not fully use 

formal financial services as the main source of finance and financing. 

According to the OJK’s survey (2016), Papua is one of the regions that have the lowest 

Islamic Financial Literacy index and Islamic Financial Inclusion index in Indonesia. The 

index of Islamic Financial Literacy in Papua is 1.09% and the index of Islamic Financial index 

is 5.82%. Papua Province is located in the eastern part of Indonesia. Although 

demographically the majority of Papua citizen are Christian, currently there are several 

Islamic Banking operates in Papua regions. It is due to the universality of Islamic Banking 

which provides an equal service both for Muslim and non-Muslims costumers. The data of 

Sharia Banking Statistics reported that until the end of September 2018, there are 7 Sharia 

commercial banks in Papua. 

This paper attempts to explore the level of knowledge and perceptions of Muslim and non-

Muslim in Papua towards Islamic Banking service and products. Therefore, there are several 

questions, namely: 1) is there any correlation between religion and the knowledge of Islamic 

banking in Papua regarding Islamic banking? 2) What is the understanding of Muslim and 

non-Muslim in Papua regarding the products, services, and operational system of Islamic 

banking? What are the perceptions of Muslim and non-Muslim in Papua towards Islamic 

banks? 

1. Literature Review 

The level of Islamic financial literacy of each community in Indonesia varies, including their 

knowledge of Islamic financial product features, uses, risks, sources of information, and 

financial goals. There are several studies that have been conducted to analyze knowledge 

and attitudes of the community towards Islamic banking. One of them is carried out by 

Rahman (2012) which investigated the attitude of Muslims towards Islamic banking in the 

North West of England using community-based research approach. The collected the 

primary data by survey questionnaire and semi-structured interview which found that the 

Islamic financial system has enormous opportunities and potential to achieve economic 

growth in the UK. In addition, the Islamic finance system can also create financial stability, 

build a multicultural society Meanwhile, Soud and Sayilir (2017) analyzed the perception 

among Muslims and non-Muslims in Tanzania towards Islamic Banking suggested that 

there are significant differences between the perceptions of Muslim and non-Muslim 

communities regarding Islamic banking in Tanzania. Moreover, the also concluded that 
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there are differences in factors that influence Muslims and non-Muslims to a bank account in 

Islamic banks. 

Abdullah, Sidek and Adnan (2012) examined the perception of non-Muslim costumers of 

Islamic banking services and products in Malaysia. They found that even though Islamic 

banking services are gaining popularity in non-Muslims costumer, the level of knowledge 

on Islamic banking has to be increased. On the other hand, the study also suggested that 

non-Muslim customers in Malaysia are unsure about the future development of Islamic 

banking, although most of the customers strongly believe that Islamic banking will take 

control the banking industry in Malaysia. In addition, Kaakeh, Hassan and Almazor (2018) 

found that the determinants of the intention to use Islamic banking are attitude, religious 

motivation and awareness. They also suggest that the potential Islamic banking costumer in 

Spain base on their religion (Muslim), gender (Male), and education (did not reach 

university). Several other studies also have been conducted by the following researchers 

which are shown in table 1. Other previous studies such as conducted by Hossain and Roy 

(2017); Wan Omar and Rahim (2015) also investigates the non-Muslim perception on Islamic 

banking using quantitative method, which is concluded that the the non-Muslim has a 

positive perception thus correlate with the reception of Islamic banking.  Several other 

studies also have been conducted to investigate the perception of the consumer both Muslim 

and non-Muslim towards Islamic banking, such as by Akber, Shah, and Kalmadi (2012); 

Ringim (2014);  Buchari, Rafiki, and Qassab (2015); Saiti (2015); Chaouch (2017); Ul Islam and 

Rahman (2017). 

The novelty and difference of this study with the previous studies is in the variable used. 

Firstly, this study investigate the perception of Muslim and non-Muslim customers based b 

their knowledge and understanding towards the product, service, and operational system of 

Islamic banking. Also, this study is conducted in a non-Muslim majority area in Indonesia, 

Papua Province, which has a low level of financial literation index. Besides, this research is 

one of the few studies conducted in this province regarding the perception of the consumers 

on Islamic banking.       

2. Research Methodology 

This study uses a quantitative approach. The population used in this study is the Muslim 

and non-Muslim costumers of Islamic banking in Papua province, mainly they are who 

lived in Jayapura city, Jayapura Regency and Kerom District. Meanwhile, a total of 683 

respondents is used in this study as the research sample. According to Tabachink and Fidell 

(2013), the sample size needed in a study using formula of “N > 50 + 8m” where is “N” is the 

number of sample and “m” is the number of independent variables (Bujang et al., 2017). 

Meanwhile, according to Roscoe (1975), the sample size that is feasible in a study is 30-500 

samples (Ferdinand, 2005). In addition, the sampling method used in this study was non-

probability sampling, which was a randomly selected sampling technique. Elements of the 



Ira Eka Pratiwi, Fachrudin Fiqri Affandy 

340                                                                       Uluslararası İslam Ekonomisi ve Finansı Araştırmaları Dergisi, 2020/3 

population selected as samples can be caused by accident or due to other factors that have 

been previously planned by the researcher.  

The primary data used in this study is collected by using a questionnaire which is divided 

into three parts. The first part of the questionnaire is the demographic profile of the 

respondents consisting of age, gender, religion, marital status, education level and income 

level. The second part consists of knowledge, understanding of the Islamic banking 

operational system, and perceptions of Islamic banks. The answer given is measured using a 

Likert scale with a value of 1 = very disagreeable to 5 = strongly agree. Furthermore, this 

instrument was tested for validity and reliability statistically using validity and reliability. 

The questionnaire was designed using question instruments that had been made from 

previous research (Chaouch, 2017; Hossain, 2017). 

Results: 

Demographic Profile 

In this study, out of 700 questionnaires were distributed to respondents in 3 regions in 

Papua Province, comprise of Jayapura City, Jayapura Regency, and Kerom Regency. Only 

683 were returned to the researcher. The demographic background of the respondents 

consisted of age, gender, religion, education level and income level. Table 1 shows the 

demographic profile of the respondents in this study. 

Table 1. Respondents Demographic Profile 

Category 
Jayapura 

City 

Jayapura 

Regency 

Kerom 

Regency 
Frequency 

Age 

< 25 years 

25 – 35 years 

36 – 50 years 

>50 years 

 

20 

144 

29 

0 

 

43 

183 

76 

0 

 

37 

54 

91 

6 

 

100 

381 

196 

6 

Total 193 302 188 683 

Gender 

Male 

Female 

 

86 

107 

 

158 

144 

 

103 

85 

 

347 

336 

Total 193 302 188 683 

Religion 

Muslim 

Non-Muslim 

 

79 

114 

 

188 

114 

 

185 

3 

 

452 

231 

Total 193 302 188 683 

Marital Status 

Single 

Married/Have Married 

 

87 

106 

 

150 

152 

 

65 

123 

 

381 

302 

Total 193 302 188 683 
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Education Level 

SD, SMP, SMA (Primary –

Secondary) 

Diploma/College 

University 

Lainnya 

 

20 

0 

173 

0 

 

139 

7 

156 

0 

 

166 

6 

16 

0 

 

325 

13 

345 

0 

Total 193 302 188 683 

Monthly Salary 

< 3.000.000 

3.000.000 – 5.000.000 

5.000.000 – 10.000.000 

>10.000.000 

 

24 

163 

6 

0 

 

20 

264 

18 

0 

 

149 

38 

1 

0 

 

193 

465 

24 

0 

Total 193 302 188 683 

Based on table 2 it can be seen that out of 683 respondents, around 56% of the respondents 

were 25–35 years old or 381 respondents, while 196 respondents (around 29%) were aged 

between 36–50 years and 14% of the total respondents are less than 25 years old, while 1% of 

the total respondents is over 50 years old. Meanwhile, it also can be concluded that there 

were more male respondents than the female. Around 51% of the respondents were male 

and 49% were female. Moreover, based on the characteristics of religion, respondents who 

are Muslim are as much as 66% or around 452 respondents while the rest are non-Muslims 

which is about 34% or 231 respondents. 

The demographic profile also indicates that around 56% of the respondents or 381 

respondents are unmarried, while those who had or had been married were the rest or 

around 44%. In this study, there are 345 of the total respondents with last education in 

university level, while 48% of the respondents had the last education in elementary, middle 

or junior high school or around 325 respondents. Meanwhile, only 2% or 13 respondents 

attended diploma schools. In addition, there are 68% of the respondents with income 

between 3-5 million, while those who earn less than 3 million are around 28% and those 

with income of 5-10 million are around 4%. 

3. Analysis 

3.1. Knowledge About Islamic Banking 

3.1.1. Correlation between Knowledge and Religion 

As shown in table 2 there are 452 respondents who are Muslim and out of 231 respondents 

are non-Muslim. In general, more respondents know about the Islamic bank. Out of 416 

Muslim respondents (92%) know about the existence of Islamic banks, while 36 respondents 

(8%) do not know about Islamic banking. Also, there were 223 (96%) non-Muslim 

respondents who were aware of the existence of Islamic banks and 8 respondents (4%) who 

did not know about the Islamic banking. In addition, based on the crosstab test, it is 

indicated that there is a correlation between religion and respondents’ knowledge about 
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Islamic banks. The Chi-Square value is 5.139 with a significance of 0.023 or < 0.05 reveals that 

there is a correlation. 

Table 2. Statistic Descriptive of Knowledge 

Question Religion 

Answer Chi-

Square 

Value 

Sig. 
Yes No 

Do you know about 

Islamic bank? 

Muslim 

 

Non-Muslim 

416 

 

223 

36 

 

8 

 

5.139 

 

0.023 

3.1.2. Knowledge About Product and Service of Islamic Banking  

Generally, as shown in fig(s).1, saving product is the most widely known by customers 

while financing product provided by the Islamic banking is the least known. Around 63% of 

the respondents know about savings products, while only 11% of the respondents know 

about financing products. Other products known by the customers are investment products 

and other service products.  

Figure 1. Knowledge of Islamic Banking Product and Service 

 

 

 

 

  

 

 

 

This study also reveals the source used by the respondents to gain information about Islamic 

bank. Based on the survey, most of the respondents get the information about Islamic 

banking from Islamic bank itself. Around 30% of respondents choose Islamic bank as the 

source of information. Meanwhile, around 22% of the respondents used social media as the 

source of information and 18% of the respondents get information about Islamic banking by 

searching on the internet. There are also 16% of the respondents choose television and 7% of 

the respondents pick mass media (such as newspaper) as the source of information about 

Islamic banking. The influence of other people also can be considered as the source of 

Islamic banking information, since 7% of the respondents get the information from their 

friends.    



Knowledge and Perception of Muslim and Non-Muslim Customers Towards Islamic Banking 

International Journal of Islamic Economics and Finance Studies, 2020/3                                                                     343 

Table 3. Source of Information about Islamic Banking 

 

Questions 

Answer 

Islamic 

Bank 

Social 

Media 
Internet 

Mass 

Media 
TV Friends 

Where did you 

find out about 

Islamic bank? 

30% 22% 18% 7% 16% 7% 

3.2. Understanding of Islamic Banking 

3.2.1. Understanding of Islamic Banking Financial Instruments 

The survey result indicated that most of the respondents, both Muslims and non-Muslims 

do not understand the financial instruments provided by Islamic banking, which consist of 

wadiah, murabaha, mudharabah, musyarakah, salam, ijarah and istishna. Generally, 90% of 

respondents answer “no” when asked about these terms. In addition, there are three 

financial instruments of Islamic banks that mostly known by the respondents, namely 

wadiah, mudharabah and murabaha, while musyarakah, salam, istishna and ijarah were the least 

known by the respondents. 

The study also investigated the correlation between religion and the understanding of 

Islamic bank financial instruments. The crosstab test result indicated a number of 

differences. The descriptive statistics show that there is a correlation between religion and 

understanding of wadiah, murabaha, mudharabah and salam instruments. It can be seen by the 

value of Chi-Square test < 0.05, while the test indicated that there is no correlation between 

religion and understanding of musyarakah, ijarah and istishna instruments, because the value 

of Chi-Square test is > 0.05. Tabel 4 illustrates the correlation between religion and 

understanding of Islamic banking financial instruments. 
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Table 4. Understanding of Islamic Banking Financial Instruments 

 

Questions 

Financial 

Instruments 

Answer Value of 

Chi Square 

Test 

Sig. Religion 
Yes No 

Do you know 

about these 

financial 

instruments 

provided by 

Islamic bank? 

Wadiah 
73 

22 

379 

209 

5.606 0.018 Muslim 

Non-Muslim 

Murabahah 
24 

2 

428 

229 

8.245 0.004 Muslim 

Non-Muslim 

Mudharabah 
26 

6 

426 

225 

3.407 0.065 Muslim 

Non-Muslim 

Musyarakah 
12 

5 

440 

226 

1.151 0.697 Muslim 

Non-Muslim 

Salam 
13 

2 

439 

229 

2.876 0.090 Muslim 

Non-Muslim 

Ijarah 
15 

5 

437 

226 

0.716 0.397 Muslim 

Non-Muslim 

Istishna 
9 

1 

443 

230 

2.573 0.109 Muslim 

Non-Muslim 

3.2.2. Understanding about Islamic Banking Operational System 

3.2.2.1. Islamic Banking Runs Its Operations Based on Sharia Law. 

As shown in table 5, there is a correlation between religion and customer understanding of 

Islamic banking operational legal basis, including Qur'an and Hadith. The value of Chi-

Square test is 65,773 with a significance of 0,000 < 0.05. It indicates that there is correlation 

between the two variables. The survey conducted also shows that 47% of Muslim 

respondents agree as well as 35% of Muslim respondents strongly agree that Islamic 

banking runs its operations based on Sharia law. Meanwhile, 55% and 10% of the non-

Muslim respondents agree and strongly agree that Islamic banking runs its operations based 

on Sharia law respectively, while 34% of the respondents are neutral regarding the 

statement. In addition, the mean value obtained is 4.01 with a standard deviation of 0.765 

indicates that the customers have a good understanding of the legal basis of Islamic banks. 
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3.2.2.2. Islamic Banks Can Be Used by Both Muslims and non-Muslims. 

Based on the results of the study, it is indicated that there is a correlation between religion 

and customers’ understanding of Islamic banking customer target (Muslims and non-

Muslims). The Chi-Square test value of 33,041 with a significance of 0,000 < 0.05 reveals that 

there is a correlation. In addition, the survey also shows that 50% of respondents who were 

Muslim agree and 20% of the Muslim respondents strongly agreed regarding Islamic 

banking customer target. Meanwhile, there are 58% of non-Muslim respondents who agree 

25% of them strongly agree that Islamic banking can be used by both Muslims and non-

Muslims. In general, the respondents have a good understanding of the universality of 

Islamic banking, which is indicated by the mean value obtained is equal to 3.84 with a 

standard deviation of 0.933. 

3.2.2.3. Islamic Banks Prohibit All Forms of Usury in Their Operational Activities and 

Transactions. 

The results of the descriptive statistics show that there is a correlation between religion and 

understanding of Islamic banking in prohibiting usury, since the Chi-Square test value is 

58,180 with a significance of 0,000 < 0.05. In addition, the survey of 683 respondents 

indicated that 50% of Muslim respondents agree and 17% of Muslim respondents strongly 

agree that usury is prohibited in Islamic banking activities. Meanwhile, there are 41% of 

non-Muslim respondents and 5% of non-Muslim respondents respectively agree and 

strongly agree. Generally, it can be concluded that the respondents have a good 

understanding about the usury prohibition of Islamic banks, since the mean obtained is 

equal to 3.66 with a standard deviation of 0.831. 

3.2.2.4. Profits in Islamic Banks are Obtained Based on The Profit-Sharing System, Not 

Interest. 

The Chi-Square test value of 31.001 with a significance of 0.000 <0.05 indicates that there is a 

correlation between religion and understanding of Islamic banking profit-sharing system. 

Furthermore, the survey of 683 respondents also showed that 53% of the Muslim 

respondents agree and 23% of the Muslim respondents strongly agree that profits gained by 

Islamic banks are obtained based on the profit-sharing system, not interest. Meanwhile, non-

Muslim respondents who chose to agree were around 51% and 10 % of the non-Muslim 

respondents strongly agree. In conclusion, the respondents have a good understanding that 

Islamic banks gain their profit using the profit-sharing system. It is indicated by the mean 

value obtained is equal to 3.85 with a standard deviation of 0.7689. 
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Table 5. Understanding of Islamic Banking 

No Statements SNA NA N A SA Min Max Mean 

Dev. 

Std. 

Value 

Value of 

Chi 

Square 

Test 

Sig. Religion 

1 

Islamic banking runs 

its operations based 

on Sharia law. 

1% 

 

0% 

1% 

 

1% 

16% 

 

34% 

47% 

 

55% 

35% 

 

10% 

1 5 4.01 0.765 65.773 0.000 Muslim 

 

Non-Muslim 

2 

Islamic banking can 

be used by both 

Muslims and non-

Muslims. 

3% 

 

0% 

13% 

 

1% 

13% 

 

16% 

50% 

 

58% 

20% 

 

25% 

1 5 3.84 0.933 33.041 0.000 Muslim 

 

Non-Muslim 

3 

Islamic banking 

prohibit all forms of 

usury in their 

operational activities 

and transactions. 

4% 

 

0% 

2% 

 

2% 

27% 

 

52% 

50% 

 

41% 

17% 

 

5% 

1 5 3.66 0.831 58.180 0.000 Muslim 

 

Non-Muslim 

4 

Profits in Islamic 

banking are obtained 

based on the profit-

2% 

 

1% 

 

22% 

 

53% 

 

23% 

 

1 5 3.85 0.769 31.001 0.000 Muslim 
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sharing system, not 

interest. 

0% 2% 37% 51% 10% Non-Muslim 

 

5 

Islamic banking 

prohibits all forms of 

uncertain 

transactions. 

1% 

 

0% 

0% 

 

0% 

17% 

 

32% 

58% 

 

53% 

23% 

 

15% 

1 5 3.95 0.708 23.120 0.000 Muslim 

 

Non-Muslim 

6 

Islamic bank only 

invests in halal 

businesses that do 

not violate sharia 

law. 

1% 

 

0% 

4% 

 

0% 

13% 

 

32% 

64% 

 

61% 

18% 

 

7% 

1 5 3.89 0.697 51.690 0.000 Muslim  

 

Non-Muslim 

7 

Each Islamic banking 

has a Sharia 

Supervisory Board 

that oversees all 

forms of activities in 

accordance with 

sharia compliance 

1% 

 

0% 

0% 

 

0% 

20% 

 

46% 

64% 

 

48% 

15% 

 

6% 

1 5 3.80 0.666 56.614 0.000 Muslim 

 

Non-Muslim 

Note: (SDA=Strongly Disagree, DA=Disgree, N=Neutral, A=Agree, SA=Strongly Agree)   
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3.2.2.5. Islamic Banking Prohibits All Forms of Uncertain Transactions. 

Based on the results of the study, there is a correlation between religion and 

understanding of Islamic banking transaction that does not carry out an uncertain 

(gharar) transaction. It is shown by the value of the Chi-Square test which is 23,120 with 

a significance of 0,000 < 0.05. In addition, the survey also shows that 58% of the Muslim 

respondents agree and 23% of Muslim respondents strongly agree that all forms of 

uncertain transactions are banned by Islamic banking activities. There are also 53% of 

non-Muslim respondents and 15% of non-Muslims respectively agree and strongly 

agree about it. In sum, the mean value obtained is 3.95 with a standard deviation of 

0.708 indicating that the respondents have a good understanding that Islamic banking 

does not perform uncertain transactions. 

3.2.2.6. Islamic Bank Only Invests in Halal Businesses That Do Not Violate Sharia 

Law. 

The results showed that there is a correlation between religion and understanding of 

Islamic banking investment that is in accordance with sharia law. It can be seen by the 

value of the Chi-Square test which is 51,690 with a significance of 0,000 < 0.05. The 

survey also reveals that 64% of the Muslim respondents and 15% of Muslim 

respondents respectively agree and strongly agree that Islamic banking only invests in 

a halal business that do not violate Sharia law. Meanwhile, there are 61% and 7% of 

non-Muslim respondents successively agree and strongly agree about it. In addition, it 

can be summarized that the respondents have a good understanding that Islamic 

banking only invests in a business that is in accordance with Sharia law. The mean 

value obtained is equal to 3.89 with a standard deviation of 0.697. 

3.2.2.7. Each Islamic Banking Has A Sharia Supervisory Board That Oversees All 

Forms of Activities in Accordance with Sharia Compliance 

Based on the results of the study it is known that there is a correlation between religion 

and understanding of Sharia Supervisory Board in Islamic banking. It is indicated by 

the Chi-Square test value of 56,614 with a significance of 0,000 < 0.05. Meanwhile, the 

survey also reveals that 64% of Muslim respondents agree and 15% of Muslim 

respondents strongly agree that Islamic banking has a Sharia Supervisory Board that 

oversees all forms of activities in accordance with sharia compliance, while 48% of non-

Muslim respondents agree and 6% of non-Muslim respondents strongly agree 

regarding this statement. In addition, generally, the mean value obtained is equal to 

3.80 with a standard deviation of 0.666 indicating that the respondents have a good 

understanding that Islamic banks do not make uncertain transactions. 
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3.3. Perception Towards Islamic Banking 

3.3.1. Islamic Banks Have A Great Potential to Develop in Indonesia. 

The results findings shown the value of the Chi-Square test which is 65,773 with a 

significance of 0,000 < 0.05 suggest that there is a correlation between religion and the 

perception of the respondents regarding the potential of Islamic banking growth in 

Indonesia. In addition, the survey of 683 respondents also showed that 55% of Muslim 

respondents agree and 35% of Muslim respondents strongly agree that Islamic banking 

has a great potential to develop in Indonesia. Meanwhile, 59% of non-Muslim 

respondents agree and 22% of non-Muslim respondents strongly agree about this. 

Moreover, the mean value obtained is 4.16 with a standard deviation of 0.689 suggest 

that the respondents having a positive perception of the growth potential of Islamic 

banking in Indonesia. 

3.3.2. Islamic Banks Have A Potential to Develop in Papua. 

One major finding from the study reveals that there is no correlation between religion 

and customer perception about the potential growth of Islamic banking in Papua. It is 

indicated by Chi-Square test value which is 33,041 with a significance of 0.068 > 0.05. 

The survey also reveals that from 683 respondents, 65% of Muslim respondents, as well 

as 68% of non-Muslim respondents, agree that Islamic banks have the potential to grow 

in Papua province. Meanwhile, 18% of Muslim respondents and 13% of non-Muslim 

respondents strongly agree about that. The mean value obtained is equal to 3.95 with a 

standard deviation of 0.662 also indicate that the respondents have a positive 

perception that Islamic banks have the potential to develop in Papua. 

3.3.3. Islamic Banks Have Ability to Compete in a Healthy Manner with 

Conventional Banks. 

The crosstab test finds that there is no correlation between religion and the consumer 

perception of the competition between Islamic banks and conventional banks. The Chi-

Square test value is 58,180 with a significance of 0.064 > 0.05. In addition, the 

respondents also believe that Islamic banks can compete in a healthy manner with 

conventional banks. There are 66% of Muslim respondents and 74% non-Muslim 

respondents agree about the ability of Islamic banking to compete with conventional 

banks, while 19% of Muslim respondents, as well as 13% of non-Muslim respondents, 

strongly agree. Moreover, the mean value obtained is 4.01 with a standard deviation of 

0.615 indicates that the respondents have a positive perception of the competition 

between the two types of banks.  
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3.3.4. Islamic Banking Products are Different from Conventional Bank Products. 

Based on the result findings, it can be suggested that there is a correlation between 

religion and the perception of the customer about the differences between Islamic 

banking products and conventional banking products. The value of the Chi-Square test 

is 31,001 with a significance of 0,000 < 0.05. The survey also reveals that mostly the 

respondent agree that there are several differences between products in Islamic 

banking and conventional banking. Around 58% of Muslim respondents and 42% of 

non-Muslim respondents agree, while 8% of Muslim respondents and 3% of non-

Muslim respondents strongly agree regarding this. However, the survey also reveals 

that 51% of non-Muslim respondents choose neutral. It means that they could not 

decide whether Islamic banking has a difference between conventional banking or no. 

Moreover, the findings also suggest the respondents have a positive perception about 

the products differences between the two banks.   

3.3.5. Islamic Banks Have Not Optimally Marketed Their Products to The Public. 

Based on the findings, it is believed by the respondents that Islamic banks have not 

optimally marketed their products to the public. The Chi-Square test is 23,180 with a 

significance of 0.124 > 0.05 means that there is no correlation between religion and the 

customers’ perception of how Islamic banking marketed their products. The survey of 

683 respondents also showed that 66% of Muslims respondents and 74% of non-

Muslim respondents agree, while 21% of Muslim respondents and 18% of non-Muslim 

respondents strongly agree regarding the statement. In addition, the mean value is 4.07 

with a standard deviation of 0.626 suggests that the respondents have a positive 

perception of the marketing of Islamic banking products. 

3.3.6. Islamic Banks Services are More Satisfactory Compared to Conventional 

Banks. 

The results of the study suggest that there is a correlation between religion and the 

respondents’ perception of Islamic banks services. The Chi-Square test value is 51,690 

with significance 0.001 which is higher than 0.05 indicates the correlation. One major 

finding of the survey suggests that 55% of Muslim respondents and 45 % of non-

Muslim respondents agree, while 6% both Muslim and non-Muslim respondents 

strongly agree that services provided by Islamic banking are more satisfied compared 

to conventional banking. However, there is an interesting fact reveals that 46% of non-

Muslim respondents choose neutral regarding this issue. It assumes that they could not 

make any comparison between service in Islamic banking and conventional banking. 

In addition, the mean value obtained is 3.58 with a standard deviation of 0.719 

indicates that the respondents have a good and positive perception of Islamic bank 

services. 
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3.3.7. Profit Sharing Provided by Islamic Bank Savings is Higher than The Savings 

Interest Given by Conventional Banks. 

The results of the study shown the Chi-Square test value is 56,614 with a significance of 

0,000 < 0.05. It indicates that there is correlation between religion and perception of 

profit sharing provided by Islamic banking. The survey of 683 respondents also 

suggests that 50% of Muslim respondents and 34% of non-Muslim respondents agree, 

while 5% of Muslim respondents and 2% of non-Muslim respondents strongly agree 

that profit sharing provided by Islamic bank savings is higher that the savings interest 

given by conventional banks. The survey also finds that 41% of Muslim respondents 

and 63% of non-Muslim respondents are neutral. It indicates that they are not able to 

decide whether profit sharing provided by Islamic banks saving product is higher than 

the interest given by conventional banks or not. In addition, the mean value obtained is 

equal to 3.49 with a standard deviation of 0.653 suggest that the respondents have a 

positive perception about profit sharing provided by Islamic bank savings.  
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Table 6. Perception towards Islamic banking 

No Statements SDA DA N A SA Min Max Mean 

Std. 

Dev. 

Value 

Chi 

Square 

Test 

Value 

Sig. Religion 

1 

Islamic banks have a 

great potential to 

develop in 

Indonesia. 

1% 

 

0% 

0% 

 

0% 

9% 

 

19% 

55% 

 

59% 

35% 

 

22% 

1 5 4.16 0.689 24.137 0.000 Muslim 

 

Non-Muslim 

2 

Islamic banks have a 

potential to develop 

in Papua. 

1% 

 

0% 

2% 

 

0% 

17% 

 

18% 

63% 

 

68% 

18% 

 

13% 

1 5 3.95 0.662 8.754 0.068 Muslim 

 

Non-Muslim 

3 

Islamic banks have 

ability to compete in 

a healthy manner 

with conventional 

banks 

1% 

 

0% 

0% 

 

0% 

13% 

 

13% 

66% 

 

74% 

19% 

 

13% 

1 5 4.01 0.615 8.878 0.064 Muslim 

 

Non-Muslim 

4 

Islamic banking 

products are 

different from 

1% 

 

7% 

 

25% 

 

58% 

 

8% 

 

1 5 3.57 0.744 47.124 0.000 Muslim 
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Conventional Bank 

products. 

0% 5% 51% 42% 3% Non-Muslim 

5 

Islamic banks have 

not optimally 

marketed their 

products to the 

public. 

1% 

 

0% 

1% 

 

0% 

10% 

 

7% 

66% 

 

74% 

21% 

 

18% 

1 5 4.07 0.626 7.239 0.124 Muslim 

 

Non-Muslim 

6 

Islamic Banks 

services are more 

satisfactory 

compared to 

Conventional Banks. 

2% 

 

0% 

5% 

 

1% 

33% 

 

46% 

55% 

 

45% 

6% 

 

6% 

1 5 3.58 0.719 18.246 0.001 Muslim 

 

Non-Muslim 

7 

Profit sharing 

provided by Islamic 

Bank savings is 

higher than the 

savings interest 

given by 

Conventional Banks. 

2% 

 

0% 

2% 

 

1% 

41% 

 

63% 

50% 

 

34% 

5% 

 

2% 

1 5 3.49 0.653 33.492 0.000 Muslim 

 

Non-Muslim 

Note: (SDA=Strongly Disagree, DA=Disagree, N=Neutral, A=Agree, SA=Strongly Agree)   
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Conclusion 

This research is conducted to investigate the knowledge and perception of Muslim and non-

Muslim customers about the products and services provided by Islamic banking in Papua 

Province, one of the regions in Indonesia with the minority Muslim population. In general, the 

study reveals that both Muslims and non-Muslims know about the existence of Islamic banking 

and there is a correlation between religion and respondents' knowledge of Islamic banking. 

Meanwhile, the survey results suggest that the most widely known Islamic banking product is 

saving products and mainly, they get information about Islamic banking from social media, 

internet, and Islamic bank itself. 

Although most of the respondents had known about the Islamic banking, relatively they do not 

understand about the Islamic banking financial instruments provided by Islamic banks, such as 

Wadiah, Mudharabah, Murabahah, Musyarakah, Ijarah, Istishna, and Salam. Furthermore, the study 

also finds that Muslim and non-Muslim customers have a good level of understanding about 

Islamic banking basic principles, such as the  Sharia law as the based of Islamic banking 

operation, the universal customers, the prohibition of usury and uncertain transaction, as well 

as the profit-sharing system. 

In addition, the results of the study also reveal that both Muslim and non-Muslims have a 

positive perception of Islamic banks. It also found that religious factors correlate with 

perception of the respondents of the potential of Islamic banks to develop in Indonesia as 

general and Papua as specific, as well as their perception of Islamic banking's competition and 

differences with conventional banks, the optimization of products marketing, satisfaction 

indicator, and the ratio of profit sharing provided by Islamic banking. 

Regarding the results of this paper, there are several recommendations proposed for enlarging 

the market share of Islamic banking. First, even though the existence of Islamic bank has been 

known generally by the people, here are still several Islamic banking products and services 

unknown by the customers. It could be because of the Arabic term used by the Islamic banking, 

such as Wadiah, Mudharabah, Murabahah, Musyarakah, Ijarah, Istishna, and Salam. Thus, products 

and services socialization could impact the level of understanding of the customers both 

Muslims and non-Muslims towards Islamic banking. Second, it is also proposed to develop new 

product and increase the service quality of Islamic banking. So, it could positively increase the 

perception of Muslim and non-Muslim customers about Islamic banking. In addition, it is also 

need to conduct further research to compare the level of understanding and perception of 

Muslims and non-Muslims towards Islamic banking.  
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