
 
 

CONSUMER PERCEPTION ON CONVENTIONAL VS ISLAMIC BANK 

 

 

 

 

 

By: 

Umair Ali                      (01-120122-084) 

MBA  

 

 

 

 

Supervisor Name: 

Ms. Ammara Mujtaba 

 

Department of Management Science 

Bahria University Islamabad 

2015 

 

 

 



ii 
 

  



iii 
 

ACKNOWLEDGMENT 

 

I would like to thank Almighty Allah who helped and give me potential for facing difficulties 

at every situation in this project. I am grateful to many people for their help and 

encouragement during the writing of this project. I specially extend my heart filled gratitude 

and appreciation to Ms. Ammara Mujtaba for her valuable comments, suggestions and 

guidance. Her kind support has always been constructive for me. I would like to also thankful 

to Mr. Shahzad Butt, Mr. Abdullah Hafeez, Mr. Ajab Khan Burki and Ms. Taqqadus Bashir 

for their kind support and guidance throughout my MBA program.   



iv 
 

DEDICATION 

 

 

This thesis is dedicated to my Family. 

 

For their endless love, support and encouragement. 

  



v 
 

Table of Contents 

CONSUMER PERCEPTION ON CONVENTIONAL VS ISLAMIC BANK ................................... i 

ACKNOWLEDGMENT .............................................................................................................................. iii 

DEDICATION ............................................................................................................................................. iv 

ABSTRACT ................................................................................................................................................. 1 

CHAPTER 1 .....................................................................................................................................2 

1.0 INTRODUCTION .......................................................................................................................2 

1.1 Background of Study .......................................................................................................................... 2 

1.2 Problem Statement of Study ............................................................................................................... 5 

1.3 Objectives of Research ....................................................................................................................... 5 

1.3 Research Questions ............................................................................................................................. 6 

1.4 Research Methodology ....................................................................................................................... 6 

1.5 Significance of the Study .................................................................................................................... 7 

1.6 Assumptions ........................................................................................................................................ 7 

1.7 Structure of Thesis .............................................................................................................................. 8 

CHAPTER 2 .....................................................................................................................................9 

2.0 LITERATURE REVIEW ............................................................................................................9 

2.1 Introduction ......................................................................................................................................... 9 

2.2 Service................................................................................................................................................. 9 

2.2.1 Service Defined ............................................................................................................................ 9 

2.3 Challenges for Service Marketers ..................................................................................................... 10 

2.4 Understanding Service Quality ......................................................................................................... 10 

2.4.1 Service Quality Defined ............................................................................................................. 10 

2.4.2 Dimensions of Service Quality .................................................................................................. 11 

2.5 Service Quality: Customers’ Expectations and Perceptions ............................................................. 16 

2.5.1 Customer Expectations .............................................................................................................. 16 

2.6 Customer Perception ......................................................................................................................... 19 

2.6.1 Customer loyalty ........................................................................................................................ 19 

2.7 Gaps in Service Quality .................................................................................................................... 23 

2.8 Measuring Service Quality................................................................................................................ 26 

2.8.1 SERVQUAL – A Service Quality Measuring Tool ................................................................... 27 

2.8.2 Measuring Service Quality in the Banking Industry .................................................................. 28 

2.9 Banking Sector in Pakistan ............................................................................................................... 29 

2.9.1 Previous Studies on Banking ..................................................................................................... 30 



vi 
 

2.10 Conclusion ...................................................................................................................................... 34 

CHAPTER 3 ................................................................................................................................... 35 

3.0 THEORETICAL FRAMEWORK OF STUDY ......................................................................... 35 

3.1 Theoretical Specification of Variables .............................................................................................. 35 

3.2 Hypothesis Development .................................................................................................................. 40 

3.3 RESEARCH METHODOLOGY ...................................................................................................... 40 

3.3.1 Introduction ................................................................................................................................ 40 

3.3.2  Research Process ....................................................................................................................... 41 

3.3.3 Research Questions .................................................................................................................... 41 

3.3.4  Methodology of Study .............................................................................................................. 42 

3.3.5 Approach .................................................................................................................................... 43 

3.3.6 Questionnaire Pre-Testing .......................................................................................................... 44 

3.3.7 Reliability and Consistency ....................................................................................................... 44 

3.3.8 Ethical Considerations ............................................................................................................... 44 

CHAPTER 4 ................................................................................................................................... 46 

4.0 RESULTS AND DISCUSSION ................................................................................................. 46 

CHAPTER 5 ................................................................................................................................... 49 

5.0 SUMMARY AND CONCLUDING REMARKS ........................................................................ 49 

5.1 Recommendations of Study .............................................................................................................. 49 

REFERENCES ............................................................................................................................... 50 

ANNEXURE ................................................................................................................................... 54 

 

 

  



1 
 

ABSTRACT 

Today, service quality, customer satisfaction and loyalty from service quality are regarded as one 

of the strategic issues for service organizations. The concept of service quality in services 

marketing literature became more prevalent in the last few decades. The banking industry had 

become more complex and competitive, forcing banks to think out of the box to introduce 

innovative products. The Islamic banking and finance is competing with the conventional 

banking having a major competitive advantage of interest free dealings as interest is strictly 

prohibited in Islam. The purpose of present study is to investigate the customer perception in 

both conventional and Islamic banks and their types. The study investigates the difference 

between service quality and customer expectations in conventional and Islamic banks. Moreover, 

the study also investigates the impact of customer demographics on banks service quality. The 

present study targeted the population of customers of conventional and Islamic banks of 

Pakistan. While conducting this research, it was not possible to gather information from the 

entire population. Therefore a convenience sample of 200 customers of the population was 

drawn and used to generalize. The SPSS 22 is employed to conduct the in depth analysis. The 

results of present study showed that there is strong positive and direct relationship between 

service quality and customer satisfaction. It is also found that magnitude of this relationship is 

high in Islamic banks as compared to conventional banks. The findings of present study are also 

consistent with previous studies. It is also found that cultural, social and religious factors have 

great influence on behaviors of consumer.  These factors are also affecting the banking activities. 

The policy makers and high level management make such policies that are in best interest of 

their customers and more market share can be gained by providing appropriate services. The 

study also recommends that both Islamic and Conventional Banks should consider demographic 

factors while offering services 
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