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PEOPLE WHO DO NOT USE PARTICIPATION BANKING IN THEIR FINANCIAL
TRANSACTIONS

ABSTRACT

Participation banking having an increasing cut in finance market more and more is a banking model,
which enables people who have a sensibility of interest, to participate the system by preventing the sources from
being idle. These banks aim to realize all banking activities in terms of interest free principles. In recent years,
there has been an increasing attention to these banks since a great number of people try to avoid interest income
because of religious purposes in both Turkey and the world. Especially, the increase in the number of participation
banks in Turkey has created a potential of being an alternative to conventional banks. In the meantime, there are
various factors affecting the preference for using participation banks in financial transactions. Concordantly, the
aim of this study is to investigate what affects potential customers who do not use participation banking in their
financial transactions in future by using factor analysis. Within this scope, a research has been carried out on
academicians in Faculty of Economics and Administrative Sciences of Siileyman Demirel University by using
questionnaire method. The factors affecting the academicians who do not use participation banks to decide to use
it in future has been prioritized as product/service range and quality, financial inclusion, religion, trust and social
environment according to the factor analysis result done in the light of obtained information.

Keywords: Islamic Banking, Participation Banking, Preference for Participation Banking, Factor Analysis.

JEL Classification Codes: G20, G21, G29.

KATILIM BANKACILIGI TERCIHININ BELIRLEYICILERI: FINANSAL
ISLEMLERINDE KATILIM BANKALARINI KULLANMAYANLAR UZERINE BiR
INCELEME
oz

Finans piyasalarindaki payr giin gectikge artis gosteren katilim bankaciligi, faiz hassasiyeti duyan
bireylerin, ekonomik sisteme entegre olmasini saglayarak kaynaklarin atil durmasini engelleyen bir bankacilik
modelidir. Bu bankalar faizsizlik prensiplerine gore her tiirlii bankacilik faaliyetlerini gerceklestirmeyi
amaglamaktadir. Tiirkiye’de ve diinyada dini gerekgelerle faiz gelirinden uzak durmaya calisan kiiglimsenmeyecek
sayida kesimin bulunmast son yillarda bu bankalara olan ilginin artmasina neden olmustur. Ozellikle Tiirkiye’de
katilim bankalar1 sayisinda meydana gelen artig, bu bankalarin konvansiyonel bankalara alternatif olma durumunu
yaratmigtir. Bununla birlikte finansal islemlerde katilim bankalarini kullanma tercihini etkileyen ¢esitli faktorler
vardir. Bu baglamda caligmanin amaci finansal islemlerinde katilim bankalarini kullanmayan potansiyel
miisterilerin gelecekte katilim bankaciligint kullanma kararmmi vermelerinde nelerin etkili olabilecegini faktor
analiziyle incelemektir. Bu cer¢evede calismada anket yontemi kullanilarak Siileyman Demirel Universitesi
Iktisadi ve Idari Bilimler Fakiiltesi’nde ¢alisan akademisyenler iizerinde bir arastirma yapilmistir. Elde edilen
veriler 15181nda yapilan faktdr analizi sonuglarina gore ise katilim bankalarini kullanmayan akademisyenlerin
gelecekte katilim bankalart ile ¢aligma kararini vermede etkili olan faktorlerin dnem sirasina gore iiriin/hizmet
cesitliligi ve kalitesi, finansal erisim, din ve giiven ile sosyal ¢evre oldugu bulunmustur.

Anahtar Kelimeler: Islami Bankacilik, Katilim Bankacili§1, Katilim Bankacilig Tercihi, Faktor Analizi.

JEL Smiflandirma Kodlari: G20, G21, G29.

19



Indicators of Preference for Pariicipation Banking: A Research on People Who Do Not Use
Participation Banking In Their Financial Transactions

1. INTRODUCTION

Participation banking, also called Islamic or interest free banking, gained ground as a banking
model having an increasing importance in not only Muslim countries but also other countries in the
world (Pehlivan, 2016: 296; Atici, 2018: 1355). Its structure turning from an institution allocating micro
credits into a systematic model has a significant role in this situation (Atici, 2018: 1355). Participation
banking is a banking model performing profit and loss sharing in terms of interest free principles. It has
a process enabling application of funds with trade, partnership and leasing methods by collecting funds
based on the principal of profit and loss sharing. The word “participate” is used to express that it is a
banking model based on participating in the profit and loss. Therefore, these banks use collected funds
in trade and industry in terms of interest free principle and share the obtained profit and loss with fund
holders (TKBB, 2020a: 2). While debtor takes all the risks in conventional banking system, they have
been shared between fund holder and investor in participation banking system.

Participation and conventional banks are both financial institutions collecting funds, using these
funds and serving other banking activities. The main difference of participation banks is to serve these
three services depending on the interest free principles. Therefore, the main difference of participation
banking from conventional banking is to make interest free transactions. Interest can be described as the
income obtained from forward sale. The income obtained from transactions on money will be the
interest. In participation banking, transactions are not implemented on money but a system has been
applied based on the profit share principle. In this system, the profit share is determined at the end of
the expiry date, and they are paid from the profit obtained as a result of using collected funds. The profit
which banks have obtained as a result of using collected funds is parallel with the profit share that is
paid to the fund holder. So, the more banks make profit the more fund holder makes. The decrease in
profit that banks make causes a decrease in fund holder’s profit (TKBB, 2020a: 7-9; Day1, 2019: 1789).
On the other hand, conventional banking is a model collecting and sharing funds with interest (Kalayci,
2013: 52-53).

The main purpose in conventional banking is to reach the maximum profit within the limits of
the law without considering how the money is obtained. Thus, these banks can take part in any activities
that make profit. As for participation banking, it focuses not only the profit but also its availability to
Islamic principles (Demirdégen and Ozkul, 2018: 340). In this respect, participation banking serves a
more humanistic financial model and aims a system connecting the economy to people not people to
economy (Haziroglu, 2019: 31-32).

Participation banking has been a growing banking model in recent years since it has the potential
of bringing fund holders who do not prefer interest into the economic system (Yanik and Sumer, 2017:
430). Its cut has been increasing in Turkish banking sector. In Turkish banking sector, 53 banks were in
service at end of the year 2019 and 6 of them were participation banks (TKBB, 2020b: 45). Participation
banks have constituted more than 10% of the banking sector with 1179 domestic and abroad branches.
Total numbers of employees have been 16.040 at the end of the year 2019 by increasing 2.5% in
comparison with 2018. Rapid improvements in financial technologies have affected the numbers of
customers of participation banks and the numbers of online banking customers have increased 3.620.387
in 2019 by increasing 141% in comparison with the previous year. Non-consolidated total assets of
participation banks in Turkey have reached 284,459 million Turkish Liras by increasing 37.5% in 2019
in comparison with 2018. Consequently, participation banks whose aim is to serve all banking products
and services in terms of interest free principles have been growing fast in Turkey and have been
increasing the numbers of potential customers with their new services: mudarabah (labor capital
partnership), usury (financial trade), musharakah (profit/loss participation), istisna’ (agreement for
work), salam (advance payment, charge sale), qard hasan (interest free loan), takaful (Islamic insurance
system), participation indexes and exchange traded funds based on the participation indexes, interest
free PPS (private pension system), sukuk (lease certificate), investment procuration, etc. (TKBB, 2020b:
57-61).

It can be said that the attention to participation banking also called Islamic banking are in
tendency to increase all over the world when it is thought that Islamic financial assets rising in 1970s
has reached 2,5 trillion USD by increasing 3% (IFDI, 2019: 6). Participation banking has been

20



Indicators of Preference for Pariicipation Banking: A Research on People Who Do Not Use
Participation Banking In Their Financial Transactions

maintaining its improvement both in Turkey and in the world as a new banking model having a great
growth potential. The aim of this study is to search effective factors in deciding to use participation
banking in financial transactions in future with factor analysis. In this context, a research has been
carried out on academicians in Faculty of Economics and Administrative Sciences of Siileyman Demirel
University by using questionnaire method in order to reveal people’s point of view for participation
banking system. Academicians’ attitudes towards participation banking have been examined and factors
affecting to increase the customer potential of participation banks have been revealed. First of all, the
indicatives of preferences for participation banking in Turkey have been discussed. Later, the research
methodology has been mentioned. Then, research findings have been presented and the study will be
ended up with a conclusion part.

2. INDICATORS OF PREFENRENCES FOR PARTICIPATION BANKING IN TURKEY

Developments in the financial markets, globalization and monetary expansion based on petrol
have forced Islamic countries to set an acceptable financial system which is suitable for their values and
beliefs. Along with the founding the Islamic Development Bank in 1975, Islamic banking system has
been discussed as an alternative to conventional banking in Islamic world. It has been seen that similar
discussions have been observed after 1980s in Turkey. Using “participation banks” term with the legal
regulations in 2005 has added a new dimension to the interest for participation banking in Turkey.
Especially the government banks stepping into the participation banking sector have caused an increase
in confidence and attention for the sector (Demirddgen and Ozkul, 2018: 344-345, Demirddgen and
Kaplan, 2020; 40). These improvements have an effect on academic researches about participation
banking and the number of studies carried out for the development of participation banking sector have
begun to increase in academic community. It has seen that a great majority of the studies have focused
the reasons for preferring the participation banking emerging as an alternative to conventional banking.
It can be said that most of the studies are at regional level. Within this scope, these are some of the
outstanding empirical studies:

Ozsoy et al. (2013) have investigated the reasons for preferring the participation banking in Bolu
by using the exploratory factor analysis technique. In the study, the data have been obtained from 217
customers in three participation banks in Bolu by using the questionnaire method. It has been presented
that the factors affecting the preference of participation bank are product/service quality, image and
trust, personal quality and religious/environmental motivation factors.

Ergec et al. (2014) have an investigation on 500 participation bank customers in Eskisehir by
using questionnaire method with the aim of determining their attitudes towards conventional banks when
they present Islamic banking’s products and services. It has been presented in the study using descriptive
analyses and chi square test that participation bank customers have supported the conventional banks in
serving the Islamic banking products and services. It has been indicated that there is a statistically
significant relation between the participation bank customers’ and conventional banks’ attitudes towards
Islamic banking and customers’ job status, education level, working history with participation banks,
gratitude for participation banks and participation bank they work with.

Gengtiirk and Cobankaya (2015) have targeted to reveal the reasons why people are not using
participation banks and will not use them in future with the aim of determining their feelings related to
participation banks in western Mediterranean region. The questionnaire method has been preferred as
data collection method. In the light of the data obtained from 470 people, it has been seen that 183 people
are not using participation banking and will not use it in future. 34,7% of them think that participation
banks are not different from the other banks, 31,7% of them don’t find the participation banks reliable,
15,3% of them find their services insufficient and 11,7% of them don’t prefer participation banks
because they can’t obtain interest income.

Toraman et al. (2015) have investigated current and potential customers’ attitudes towards
participation banking activities in Gaziantep by using questionnaire method. The questionnaire data
obtained from 539 people have been analyzed with the help of frequency analysis and anova test. It has
been presented that there are three main differences- the knowledge level of participation banking and
its accessibility, advertising the banking products and services and the frequency of commercials and
the religious concerns in preferring the Islamic banking — between the potential customers who consider
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working with a participation bank and the customers who are negative and indecisive about Islamic
bank. In the study, it has been stated that the potential customers who are indecisive and do not consider
working with a participation bank have less information about Islamic banks, think that there are less
advertisements about it and less accessible in comparison with the others.

Ana¢ and Kaya (2017) have investigated the reasons for preferring participation bank in four
participation banks in Istanbul by using factor analysis technique. As a result of the analysis of the
questionnaire data obtained from 423 people, it has been stated that the most important factor in
preferring the participation banks is their popularity and image as an interest free institution. In the study,
this factor has been followed by the factors of directing the religious sensibility and workers’ approaches
towards the customers.

Demirddgen and Ozkul (2018) have investigated the factors affecting the preference of using
participation banking in banking transactions in the light of questionnaire data obtained from 400 people
by using statistical analyses, independent samples t-test and one way anova test. In the study, only 28,2%
of the participants have been using the participation bank. It has been stated that the religious sensibility
as the most important factor has been followed by the factors of service quality and ease of transactions.
It has been determined in the study that there are statistically meaningful differences between
consumers’ job statements, their emphasis on religious concerns, their knowledge of Islamic finance
and the difference from conventional banks and their preference of participation banks.

Ondes et al. (2018) have investigated the reasons why customers using credit from banks do not
prefer the participation banks in Erzurum by using questionnaire method. In the study, the data obtained
from 228 academicians working in Atatlirk University has been analyzed with the help of descriptive
statistics and the chi square test. As a result of the research, high financing cost, inadequate product
diversity, necessity of direct financing, insufficient number of branches and ATMs have been presented
as the reasons why participation banks are not preferred.

Turan and Demirci (2019) have examined the attitudes of the academicians working in a state
university towards using interest and interest free finance by using questionnaire method. In the study,
it has been revealed in the light of data obtained from 51 academicians that the rate of the academicians
having positive attitude towards participation banks is 18%. Insufficient information about participation
banks and having almost no difference from conventional banks have affected the academicians’
perceptions negatively.

Cambel (2019) has investigated the factors affecting the businesses’ preference for participation
banks in the study carried out on 225 businesses operating in Bolu. In the study, the factors affecting
their tendency of using participation banks have been mentioned and the relation between the
demographic qualifications of employers or partners and the reasons why they prefer participation banks
have been tried to be explained. In consequence of the research, interest free principle, Islamic concerns
and close relations with the bank workers have been stated as the most outstanding factors affecting the
preference for participation banking.

Yanik and Sumer (2019) have aimed to investigate the 43 academicians’ perceptions of
participation banking in departments of religious faculty of Atatiirk University by using the data
obtained by questionnaire method. As a result of the study, it has been observed that the academicians
do not have sufficient information about the participation banking.

Erdogan et al. (2020) have examined the reasons why people prefer participation banks in
Kocaeli by using questionnaire method. According to the factor analysis carried out in the light of the
data obtained from the questionnaire conducted on 407 participation bank customers, it has been
revealed that five fundamental factors — religious concerns, variables related to service quality, the effect
of social environment, financial variables and marketing mix — are effective in preferring the
participation banks.

As an alternative to these studies carried out at regional level, there are other studies focusing
the indicatives of preferences for participation baking in Turkey. Some of the outstanding studies in
literature are herein below:
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Polat et al. (2014) have investigated the factors affecting the preference for participation banking
by using confirmatory factor analysis method. According to questionnaire data obtained from 341
participation bank customers, it has been seen that participation banking, high quality banking and fast
banking are three determinant factors affecting the customers’ preferences for banks.

Yildirnm and Cakar (2016) have investigated the factors affecting the preference for
participation banking with the help of exploratory factor analysis. In the light of the data obtained from
questionnaire carried out on 708 academicians throughout Turkey, the effects of religious concerns,
service quality, reliability and awareness and transparency have been investigated in terms of preferring
participation banking. According to the obtained findings, while the perception of service quality is the
most important factor in preferring participation banks, awareness and transparency and reliability are
the other important factors. It has been seen that the religious concerns has no effect on the intention of
using participation banking.

Torenek and Yavuz (2018) have investigated the effect of demographic qualifications on
preference of participation banks by using t-test and one way anova test techniques. Analyses have been
carried out in the light of the data obtained from questionnaires done 516 people from five different
participation bank customers in 23 cities. Educational background has a meaningful effect on the
perception of preferring for participation banks while gender, age, marital status and level of monthly
income have almost no effect.

Day1 (2019) has examined the reasons for preferring participation banks, customer loyalty and
reliability by using structural equation model. According to the questionnaire data obtained from 406
participation bank customers, the most important reason for preferring participation banks is religious
concerns. This reason has been followed by taking no transaction fees. In the study, it has been
determined that image, personal quality and the motivation of religious environment have a meaningful
effect on reliability. Thus, the reliability has an effect on loyalty and the religious environment and
motivation have an effect on loyalty.

When the studies carried out on the indicatives of preference for participation banking have
been examined, it has been seen that the questionnaire method has been commonly used in the literature.
It can also be said that the studies have been carried out at regional level. The most used techniques are
descriptive analyses, t test, anova test, chi-square test, factor analysis and structural equation model.
Most of the studies have focused on current participation bank customers. The number of researches
focusing the potential customers who are not using participation banking in their financial transactions
is poor. It can be said that the number of studies focusing on a significant sector is also low. Therefore,
the most fundamental factor making this study different from others is to focus on potential
academicians who are not using participation banks.

3. METHODOLOGY

The aim of the study is to investigate which factors can be effective in academicians’ preference
for using participation banking in future who do not use it in their financial transactions by using factor
analysis. In this sense, in order to reveal the people’s point of views towards participation banking who
do not use it, a research has been carried out on academicians in Faculty of Economics and
Administrative Sciences of Siileyman Demirel University by using questionnaire method. The reason
why academicians in Faculty of Economics and Administrative Sciences have been chosen is that they
know the participation banking system better than the other academicians working in other faculties and
they can reveal the reasons determining their preferences between conventional banking and
participation banking. Thus, providing a basis for further studies which will be done in all units has been
aimed.

The questionnaire in the research has been developed by using the studies of Ozsoy et al. (2013),
Yildirim and Cakar (2016), Anag¢ and Kaya (2017) and Gok¢en and Gonen (2017). The sample size has
been calculated before the questionnaire. The number of academicians working in Faculty of Economics
and Administrative Sciences in Siileyman Demirel University on May 2019 is 171
(https://iibf.sdu.edu.tr, 2019). 171 academicians have constituted the basis of the study. The following
formula has been used in calculating the sample size because the number of individuals has been known
(Salant and Dillman, 1994: 55).
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3 N.t2.p.q
T d2(N-1)+ t2.p.q

n

N is the number of individuals targeted, n is the number of individuals in sample, p is the
frequency of occurrence of the investigated phenomenon, q is the frequency of non-occurrence of the
investigated phenomenon, t is the theoretical value obtained according to the t table at a significance
level and d is the accepted sampling error according to the frequency of occurrence of the phenomenon
in the formula.

3 171.1,96%.0,5.0,5 _ le42284 oo
©0,052.(171—1) + 1,962.0,5.0,5  1,3854 '

As it has been seen above, the sample size is approximately 119 for 5% sampling error in 95%
confidence interval according to the calculation. The questionnaire has been carried out on May 2019
with 119 academicians by using random sampling method has been used as a method. 69,6% of the
population has been reached with 5% sampling error in 95% confidence interval. SPSS (Statistical
Package for the Social Sciences) program has been used in the analyses of the data obtained after the
questionnaire. Descriptive statistical analyses and exploratory factor analysis have been carried out in
the research.

4. FINDINGS OF THE RESEARCH

n

First of all, the demographical findings related to the academicians have been investigated in
terms of the usage of participation banks.

Table 1. Demographic Findings

The Usage of Participation Banks

Yes No Total
% F % F %
Female 3 6,7 42 ] 933 45 100
Gender Male 13 | 176 | 61 | 824 | 74 | 100
30 and under 3 8,6 32 91,4 35 100
31-40 9 19,1 38 80,9 | 47 100
Age 4150 3 | 97 | 28 | 903 | 31 | 100
51 and above 1 16,7 5 83,3 6 100
. . . Yes 16 17,2 77 82,8 93 100
Knowing the Difference of Participation Banks No 0 0.0 26 100 26 100
. Married 15 16,1 78 83,9 | 93 100
Marital Statuses Single 1 | 38 | 25 | 962 | 26 | 100
6.000 under 5 8,9 51 91,1 56 100
Income (TL) 6.000-9.999 8 16,0 | 42 84,0 50 100
10.000 and above 3 23,1 10 | 76,9 13 100
Prof. Dr. 3 27,3 8 72,7 11 100
. Assoc. Prof. Dr. 0 0 19 (100,0| 19 100
Title Assist. Prof. Dr. 7 15,9 37 84,1 44 100
Research Assist. / Lecturer| 6 13,3 39 86,7 45 100
Total | 16 13,4 | 103 | 86,6 | 119 | 100

As it can be seen in Table 1, while 13,4% of 119 academicians use participation banks in their
financial transactions, 86,6% of them do not use participation banks. 45 of the respondents are female
and 74 of them are male. When it has been examined the usage rate of the participation banks between
male and female individuals, 17,6% of male individuals and 6,7% of female individuals use participation
banks. When the marital statuses of them have been investigated, it has been seen that 78 of them are
married and 25 of them are single. The rate of using participation banks for married academicians is
higher than single ones with 16,1%. When the age distribution has been examined, 35 of them are 30
and under, 47 of them are between 31 and 40, 31 of them between 41 and 50, 6 of them are 51 or above.
While the highest usage in participation bank is the group with 19,1% whose ages are between 31 and
40, the lowest usage is the group with 8,6% whose ages are 30 or below. When the participants have
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been evaluated in terms of income level, it has been seen that 56 of them earn less than 6000 TL, 50 of
them earn between 6000 and 9999 TL and 13 of them earn 10000 TL or more. The highest usage in
participation banks is the group whose income are 10000 TL or more with 23,1% while the lowest usage
is the group whose income are less than 6000 TL. In other words, the number of people using
participation banks increases depending on their income levels. When the academicians have been
evaluated in terms of their titles, it has been seen that 11 of them are professor doctors, 19 of them are
associate professors, 44 of them are assistant professors and 46 of them are research assistants and
lecturer. The highest rate of the title groups using participation banks are the professor doctors’ one with
27,3% while the lowest participation rate belongs to assistant doctors. When the participants have been
evaluated in terms of the knowledge about the difference between conventional and participation banks,
93 of them have expressed that they know the difference but 26 of them have expressed that they don’t.
The academicians who do not know the difference between them do not use the participation banks. The
percentage of usage between the academicians who know the difference is 17,2%.

After the academicians have been evaluated in terms of their demographic findings, it has been
investigated what will be effective in 103 academicians’ decisions of using participation banks in future.
In table 2, 18 criteria have been determined by using the literature related to factors affecting the decision
of preferring participation banks in future. A five point likert type scale (1: Strongly disagree to 5:
Strongly agree) has been used to evaluate these criteria for the decision of using participation banks in
future.

Table 2. The Factors Affecting the Usage of Participation Banks in Future

Criteria N Mean Std. Dev.
C1 | I work with participation bank if it is a public financed bank (state bank) 103 2,78 1,379
C2 | I work with participation bank if it has a good image 103 3,08 1,384
C3 | I work with participation bank if it gives importance to religious concerns 103 2,78 1,488
C4 I wqu with participation bank if it increases the diversity of products and 103 3.15 1396
services
cs I work w1th participation bank if it makes a satisfying presentation for a product 103 3.10 1,383
and a service
C6 I wprk with participation bank if it has attractive profit shares and payment 103 3.13 1,446
options
C7 | I work with participation bank if it offers low cost credit 103 3,36 1,392
C8 | I work with participation bank if it doesn’t take account maintenance fee 103 3,25 1,460
C9 | I work with participation bank if a relative of mine starts working there 103 2,17 1,222
C10 | I work with participation bank if one of my friends or relatives proposes it 103 2,40 1,346
C11 | I work with participation bank if it provides ease of transaction 103 3,21 1,398
c12 I work with participation bank if it offers a credit or debit card providing extra 103 3.01 1,404
advantages
I work with participation bank if it provides currency advantages in foreign
C13 S . . 103 3,22 1,393
exchange purchase and sale transactions in comparison with the market
Cl4 I work with participation bank if it offers banking services special to the 103 321 1398
customer
C15 | I work with participation bank if it has great number of ATMs 103 2,98 1,442
C16 |1 work with participation bank if it is near my home or workplace 103 2,54 1,399
c17 I work w¥th participation bank if it has high numbers of branches and 103 2.88 1,437
transportation opportunities
C18 | I work with participation bank if its internet site and mobile application is useful 103 3,03 1,492

When the Table 2 has been examined, it has been seen that the most important factor affecting
the decisions of using participation banks in future is “I work with participation bank if it offers low cost
credit” criterion with 3,36 average. This criterion has been followed by the criteria of “I work with
participation bank it doesn’t take account maintenance fee” with 3,25 average, “I work with participation
bank if it provides currency advantages in foreign exchange purchase and sale transactions in
comparison with the market” with 3,22 average, “I work with participation bank if it provides ease of
transaction” and “I work with participation bank if it offers banking services special to the customer”
with 3,21 averages. In return for this, the least effective factor in preferring for participation banks in
future is “I work with participation bank if a relative of mine starts working there” with 2,17 average.
This criterion has been followed by the criteria of “I work with participation bank if one of my friends

25



Indicators of Preference for Pariicipation Banking: A Research on People Who Do Not Use
Participation Banking In Their Financial Transactions

or relatives proposes it” with 2,40 average and “I work with participation bank if it is near my home or
workplace” with 2,54 average.

These 18 criteria have been analyzed with exploratory factor analysis in order to reveal the
factors affecting the decision of using participation banks in future. Factor analysis is a multivariate
statistical method converting a great number of variables into fewer factors which are meaningful and
independent from one another. Several methods are a matter of factor analysis. The most widespread
one is the principal component analysis (Kalayci, 2010: 321). Therefore, the principal component
analysis has been used in the study. Varimax has been used as factor rotation method.

The data set has needed to be tested in order to carry out factor analysis. A reliability test has
been done for 18 criteria. Cronbach’s alpha coefficient has been determined as 0,958. It can be said that
the data set provides the required reliability condition for factor analysis because the reliability
coefficient is close to 1.

After the reliability test, Kaiser-meyer-olkin sampling adequacy has been tested by using Barlett
test showing if there is an enough relationship between the variables. Since p value of Barlett test (Sig.)
is lower than 0,05significance level, there is an enough relationship between variables for factor
analysis. Similarly, Kaiser-Meyer-Olkin sampling adequacy scale is above the lowest acceptable value
of 0,50 and its suitability for factor analysis is at perfect level. Anti-image correlation matrix has been
investigated in order to measure the every issue’s suitability for factor analysis. It has been controlled if
all correlation values in this matrix are lower than 0,50 or not and determined that all values are above
0,50.

Table 3. Kaiser-Meyer-Olkin and Bartlett Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 913
Bartlett's Test of Sphericity | Approx. Chi-Square 1668,224
df 153
Sig. ,000

Eigenvalue statistic has been taken as a base in determining the factors. The factors whose
eigenvalues are higher than 1 have been accepted as meaningful (Kalayci, 2010: 322).

Table 4. Total Variance Explained

Initial Eigenvalues Rotation Sums of Squared Loadings

Component Total % of Variance Cumulative % Total % of Variance Cumulative %

1 10,610 58,944 58,944 5,547 30,818 30,818

2 1,441 8,004 66,948 3,736 20,756 51,574

3 1,051 5,838 72,786 2,920 16,225 67,799

4 1,034 5,743 78,530 1,931 10,730 78,530

5 ,553 3,073 81,602

6 ,504 2,797 84,400

7 ,468 2,600 87,000

8 ,420 2,334 89,334

9 ,320 1,776 91,110

10 ,282 1,567 92,677

11 ,264 1,466 94,144

12 ,241 1,337 95,481

13 ,197 1,093 96,574

14 ,180 ,999 97,572

15 ,140 , 776 98,348

16 ,112 ,623 98,971

17 ,104 577 99,548

18 ,081 ,452 100,000

Extraction Method: Principal Component Analysis

When the table 4 has been examined, there are four factors whose eigenvalues are higher than
1. Factor 1, 2, 3 and 4 have explained 30,818%, 20,756%, 16,225% and 10,730% of the total variance.
These four factors generated with the help of 18 criteria have explained 78,530% of the total variance.
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Table 5. Rotated Component Matrix

Factor 1 Factor 2 Factor 3 Factor 4
Criteria .Qualfty and Financial |Religion and| Social
Diversity of the . .
. Inclusion Trust Environment
Products / Services

6 I work with participation bagk if it has attractive 832 139 173 280
profit shares and payment options

7 irvev(ci)irtk with participation bank if it offers low cost 816 112 143 202
I work with participation bank if it provides

C13 | currency advantages in foreign exchange purchase L7175 ,321 ,021 ,134
and sale transactions in comparison with the market

Cs I \.)vorlf with participation bank if it makqs a 730 266 415 056
satisfying presentation for a product and a service

Cl4 I wqu with partlclpatlon bank if it offers banking 712 504 291 009
services special to the customer

c12 I wqu with par'tlc'lpatlon bank if it offers a credit or 712 363 187 212
debit card providing extra advantages

C4 l.worl§ with participation bal.lk if it increases the 676 311 459 037
diversity of products and services

c8 I work w1th participation bank if it doesn’t take 664 323 409 081
account maintenance fee

cii L\axg)sr;:ivgﬁl participation bank if it provides ease of 636 433 399 235

Cl6 i) :vvcigl; lg)llt;lcgartlmpatlon bank if it is near my home 234 832 119 187
I work with participation bank if it has high

C17 |numbers of branches and transportation ,312 ,798 ,261 ,175
opportunities

cis I wotk with participation bank if'its internet site and 312 769 279 217
mobile application is useful

Cis Iluﬁ%rekr O\}Illihn\pj[asrtlmpatlon bank if it has great 352 682 346 213

3 I work with pa.rt1c1pat10n bank if it gives 135 157 842 131
importance to religious concerns

2 %mv;/;k with participation bank if it has a good 420 298 714 237
I work with participation bank if it is a public

C1 financed bank (state bank) 300 339 685 247

9 I work w1th participation bank if a relative of mine 166 146 228 862
starts working there

c10 I work 'Wlth partlclpat.lon bank if one of my friends 231 346 141 804
or relatives proposes it

Cronbach’s Alpha Coefficient (Dark substances) ,952 916 ,858 ,808

Average Correlations (Dark substances) ,688 , 731 ,674 ,681

The rotated component matrix has been seen in Table 5. This matrix has given the final outcome
of factor analysis related to the factors affecting the decision of usage participation banking in future.
Under which factor a variable will be placed has been determined according to the factor loading it has.
Generally, the loadings 0,50 or above have been accepted as really good (Kalayci, 2010: 330). The
criteria 4, 5, 6, 7, 8, 11, 12, 13 and 14 have the biggest loading under factor 1, 15, 16, 17 and 18 under
factor 2, 1, 2 and 3 under factor 3, 9 and 10 under factor 4. When the factors have been named, factor 1
is “quality and diversity of the products and services”, factor 2 is “financial inclusion”, factor 3 is
“religion and trust” and factor 4 is “social environment”. Cronbach’s alpha coefficient and average
correlations have been calculated in order to determine whether every factor is reliable or not. It has
been seen that cronbach’s alpha coefficient and average correlation value of all factors are high. This
situation has shown that every factor is reliable enough.

When all factors have been evaluated, the factor of “quality and diversity of the products and
services” is the most important factor which is effective in the academicians’ decisions of using
participation banks because it is the highest one explaining the total variance (30,818%). This factor has
been followed by the “financial inclusion” factor explaining 20,756% of the total variance. “Religion

27



Indicators of Preference for Pariicipation Banking: A Research on People Who Do Not Use
Participation Banking In Their Financial Transactions

and trust” factor has been the third most effective factor in decision of using participation banks in future
explaining 16,225% of the total variance. The least effective factor affecting the preference for
participation banks in future is “social environment” factor explaining 10,730% of the total variance.

5. CONCLUSION

A part of individuals in Turkey and the world abstain from interest income because of religious
concerns. Therefore, there are idle resources which are not directed to conventional banks. This situation
results in financial loss for both savers and economies where their savings are. Participation banks have
aimed to help savers who have interest sensibility to keep their funds in safe and evaluate them.
Participation banks has come to the forefront as a banking model realizing all kinds of banking activities
in terms of interest free principle.

There are various factors affecting the preference of using participation banks in financial
transactions. The aim of this study is to reveal the factors affecting the academicians’ decisions of using
participation banks in their financial transactions by giving up conventional banks. Within this scope,
descriptive analyses have been used first and then factor analyses have been carried out.

According to the descriptive analyses, 13,4%of the academicians have been using participation
banks. When the demographic qualifications of the academicians using participation banks have been
examined, academicians who are male, married, aged between 31-40, professor doctors, have high
income and know the difference between conventional and participation banks use participation banks
more in comparison with others.

According to the results of factor analyses, the most important factor affecting the academicians’
decisions of using participation banks by giving up conventional banks is “quality and diversity of the
products and services”. This shows that participation banks should give more importance to quality and
diversity of the products and services in order to gain more customers. The best way to compete against
conventional banks for participation banks is to increase the quality and diversity of the products and
services. This result has shown similarities with the studies of Ozsoy et al. (2013), Polat et al. (2014),
Yildirim and Cakar (2016) in literature. The second most important factor affecting the academicians’
decisions of using participation banks by giving up conventional banks is “financial inclusion”.
Similarly, Ondes et al. (2018) has shown that insufficient numbers of branches and ATMs is the reason
why participation banks are not preferred. In this connection, if participation banks increase their
accessibility, they will have an increasing customer potential. The third most important factor affecting
the academicians’ decisions of using participation banks by giving up conventional banks is “religious
and trust”. Ana¢ and Kaya (2017), Demirdégen and Ozkul (2018), Cambel (2019), Day1 (2019), Erdogan
et al. (2020), have also reveal that religious factors are significant in decisions of using participation
banks. Giving importance to religious values and having a reliable image are really important in terms
of gaining new customers. The least important factor affecting the academicians’ decisions of using
participation banks by giving up conventional banks is “social environment™. In literature, Ozsoy et al.
(2013) has showed that individual’s social environment is effective in using participation banks in
financial transactions.

Consequently, the quality and diversity of products and services, financial inclusion, religious
and trust, social environment factors are effective. The most effective one is quality and diversity of
products and services. Therefore, participation bank systems as an alternative to conventional banking
systems can increase their customer potential with new products and increasing service quality. This has
shown that participation banks should give more importance to financial technologies and comply with
their improvements .In today’s world, digital transformation has gained speed. Financial technologies
have been arisen by combining technology and innovative business models. Conventional banks can
easily adapt to these improvements. In conventional banks, innovation can be swiftly done but by
participation banks, developing new products and services are much harder because of Islamic rules. In
addition to this, financial technologies represent a new growth wave in Islamic finance industry.
Especially, it should not be forgotten that improvements in blockchain applications have led to
significant developments in the field of sukuk.

In accordance with the obtained results, several suggestions can be made for following studies.
When the empirical studies carried out on indicatives of preference for participation banking in Turkey
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have been examined, it has seen that studies have been generally made on current customers and the
number of studies focusing on potential customers who do not prefer participation banks is poor. So, it
has been thought that this study will make important contributions to the literature. Carrying out large
scale studies instead of local ones and focusing on potential customers make it possible to obtain more
comprehensive results. This study has shown cross sectional qualification since the data has been
gathered from a sample only once. The findings obtained in the study are meaningful and compatible
with the results in literature. There is a need for longitudinal studies, which gather the data from a sample
at least twice, in order to make thoroughly evaluations.
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