CHAPTER 1

INTRODUCTION

1.1 BACKGROUND OF RESEARCH
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Customers are the lifeblood of any organisation because customegggatisMction is the key

1o its continued survival. The quality of service 1s pertinent to n§ 1 Ll-:Cl‘ satisfaction.
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of impgrlance in the field of management, particularly

A pumM 3f researchers have studied service quality and have determined their

corresponding dimensions. They have agreed that the overall quality of service 1s a



measure of the degree to which the level of service would satisty customers. However,
numerous organisations are careless about applying these studies, which has broadened
the gap between the service provided to customers and the services cxpcclcg{ 1em.
According to Hansemark and Albinson (2004), satisfaction is either an ovin%stomcr
attitude toward a service provider or an emotional reaction to the differe ween what
customers anticipate and what they receive in terms of the 1‘1111'111mcwccds, goals, or

desires.
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financial support to individuals Vbzmi; ‘gﬁribulc to several projects
required by the government to Mgt lhck‘c no, }un 1crease the financial returns ol

its various institutions. &\

in Libya to und% ighshi
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services and akgiNoyalty. This goal@cuunplishcd by identifying whether customers’

Cxpcclulions\hc service corresponds to the actual performance of the service provided

by gic cMloyees. In specific, this study is measures customer satisfaction in Libyan

banks that operate under the Islamic window system by examining the perceived quality,



expected quality, and awareness of customers and their effects on customer satisfaction.

This study also examines the awareness level of Libyan customers on various Islamic
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Investment, Bank of the Arab Consensus, Trade and DEveloy ?ﬁm;m Bank,

Al-Sarai Bank, Arab Commercial Bank, und\%y}an y oncoben i
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Wahda Bank, National InstitutionalBan® N:
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\commcrcizll banks in” gaining new customers while maintaining their
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existi vin this highly competitive environment requires them to measure customer

satisfa 1 and the quality of service performance. This premise indicates that all types

of commercial banks should improve their service quality to overlap with customer



expectations (Safakli, 2006). Thus, all organisations in this modern era are interested n

modern marketing and aim to fulfill the demands and wishes of their customers by

According to Saleem (2005), Islamic banks give little attention to their qué “services
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monopolistic control in the marketplace, which, most of the timey sed on religious

legitimacy. '
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However, nowadays the monopolistic position is dclcri@lhc b

in the multiplicity of Islamic banks in many counlricsvhc NK
into the Islamic finance market (Saleem, 2005 M\ casg, t ubilil%of the Islamic

dependen 1lthucgic positioning
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services that satisty

providing better banking services.

which they already offer, especially if they enjoy positions where th
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Nevertheless, customers of [s]Nu@®Rahks zu"g 10 | ylcﬁhy looking at the compliance of
Shariah (Amiri, 2008) m&\;hgi(l\ls\mlly. - (!{1 trust in subscribing to Islamic
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Studies @» the subject of the level of customer satisfaction with regard to the

ided by banks in Libya are few. Only few studies have focused on service

also in their positiv ¢ ity of services provided by Islamic banks

quality measurement in the banking sector and the significance o f customer satisfaction n



the banks in Libya. Results of other studies performed in the region for example
(Logasvathi M and Haitham A. A, 2015) will differ to the situation i Libya as the
demographic, social, political, economic, and technological factors in each cmu\r are
unique despite similar regional characteristics they share.  Morcover, Q073 dy on

customer satisfaction is available on Islamic banking window opcmliov‘incc Islamic

products and services only have been introduced in Libya in 2009, V
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seeks to determine the customers’™ degree of satisfactior

them and identify the condition of these current service®
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% has recently opened its doors for Islamic

finance, lhcr& growing numbcr@ﬂslitulions converting their operations to Islamic

financial productgh ¢ it gs tru hat

banking, require studies on customer satisfaction to further improve service
yhis segment of banking operations. In order to examine the level of customer

satisfaction of Islamic banks, Libyan banks that provide Islamic window system are
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examined in relation to their service quality in a comparative manner. This study hence

fills an important gap in the literature in customer satisfaction and its relation to service
: 'Qam‘idcd and

quality.

1.3 OBJECTIVES OF THE STUDY
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1- To study the awareness of Libyan cy§ >
services in the Islamic windows in 1Jcrciul ba
2- To examine the dimcnsion@ eX

Islamic windows in cm]inmll bat

3- To explore the dimensighs ofthe ciﬂ’é@uulity of customer service in the

4- To studygliye difter @cclcd quality and perceived quality by the

cust w sl 1 s in commercial banks;

\\«'csligalc the relationship between perceived service quality and

Mstomer satisfaction, moderated by demographic variables such as gender

and marital status in the Islamic windows in commercial banks;



6- To investigate the relationship between customer awareness and customer

satisfaction, moderated by demographic variables such as gender and marital

status in the Islamic windows in commercial banks; \i

7- To study the relationship between expected service quality customer

satisfaction mediated by perceived service quality in the Islafic Windows in

commercial banks. V

1.4 RESEARCH QUESTIONS

1- What is the level of awarcncssxm EQ I[slamic banking

products and services providc%i }mw ' i(gsommercial banks?

/
2- What are the dimcnsio@w

3- What are thg S10 LD ’rca&std quality of customer service in the
CENT D S
Islamic wi in pbmmeid b&l\\ 2
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:My by the customers in the Islamic windows in commercial banks?



5- What are the relationships between perceived service quality and customer

satisfaction, moderated by demographic variables such as gender and marital

status in the Islamic windows in commercial banks? \i

6- What are the relationships between customer awareness customer

satisfaction, moderated by demographic variables such as gerer and marital

status in the Islamic windows in commercial banks? TV

7- What 1s the relationship between expected $S8ggCc qmchusmmcr

®
satisfaction mediated by perceived scrvicc@in thefflslan c'\i@\.’s n
commercial banks? 4 Y'
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1.5 SIGNIFICANCE OF THE STUDY Q) \Y N
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There are numerous theoretical anc 1DINCalesyd cs éuh have investigated the

phenomenon of service qualiyf i lz‘ Wesll sucl’ ab @':lhaml et al., 1990; Fisk and
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Grove, 1995). Nevertheles 1e expectation, perception and
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banking, it 1s crl a suﬁ) Atgxargdes the customers’ satisfaction of this segment

quality i Libyan banks remains
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of banking, \ imperfections cotPbe identified and improvements could be made.

aims to fill the observed gap in the literature by studying the Islamic

dows in Libya.



Moreover, there is a crucial need to conduct research on awareness of the customers on
[slamic services and products since this type of service was just newly introduced in
Libya. Islamic banks are established based on religious framework that invol\u{g ries

of contracts and operations which are used to create financial products ill&mrkcl.

This is entirely different from the conventional banks where interest 1s Hortant part

of their business, while Islamic banks are created to avoid inlcw all financial

zmz window operation
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to identify the advantages of Islamic banking producls,@vill pWt a p ‘n’i@v this
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WOn l?‘umic hankm@ toncepts that

transactions. Customer awareness of the types of financing that

offers is critical to the success of its operation in the long t

service and this will results to Islamic banking ope

term, Thus, it is pertinent to study customer aw

are used in its operation.

essential for all parties in an a

Their performance will be lhg%

managers and regulators (S'& and l'l
While Islamic banks « \sid rel

religious oricntal%kh thgpifcr

other factors suclas quality may p, l%*{\ role in determining customer patronage and
salist'zlc[i(m‘\lis reason, there is a growing volume of literature available in the case
of Iglam¥lanks as well (Abdullah and Kassim, 2009; Abdullrahim, 2010; Almossawi,

2001; Al-Tamimim et al., 2003; Amin and Isa, 2008; Erol and El-Bdour, 1989; Gait and



Worthington, 2008; Metawa and Almossawi, 1998; Al Zaabi, 2006; Othman and Owen,
2002a; Othman and Owen, 2002b). A similar situation is encountered in Libya. Even
though the majority of the populations of Libya are Muslims, the reasons ILQ mic
banking patronage are not known; either due to their religious orientation 01‘31 cr Jactors

that relates to service quality provided in the Islamic banking operation: s this study

addresses the gap. V
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As for the case study on Libya, as known since the revolutior

significant presence of Islamic banking and finance. The

the initiatives to develop Islamic banking practices in a with tife |

guideline numbered A. R. N. M. No. (9) 1n 2()()91%*1‘;11]&
banks to start the development and dcli\'cr* mic-

oval

2 l’éklcls. This study

:"th’ providing insights

in Libya. It 1s also

\ nt lu@" measurement and analysis of the
satisfaction levels :md% cxe&)s from the customers™ perspective. The

study also sheds [h (klhc e ‘lslau&windows in commercial banks in Libya and

the challeng Ned by them in {:)\"un'cm circumstances of open markets and
globalization T banking service is an important component of the service sector, which

larggly coMmibutes to the national economy of Libya.
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The findings of this study explain the impact of customer satisfaction with the quality of
banking services and the tendency of customers to repeat their transactions, as it would

help banks to assess customer needs and attract new customers. The findings \ Iso

assist these banks to develop and implement successful service marketing s%; in the
Libyan banking market. v

1.6 CONTRIBUTIONS OF THE STUDY \d.

v
| &
This study contributes to the theoretical development in ficld (yblxl(ﬁl sapldfaction
in the banking sector by combining the relationghip iZ‘l\\'cm\cSER\/ m\\’L theory,
zl:&ilmioncommsl
“1' (ﬁhips among service
N

‘usuzoﬁc‘?salisﬁlclion. It adds to

@\ins how service quality

e customer satisfaction. This

contrast theory, cognitive dissonance (ussi'l\ theory

theory. It also proposes a model to c.\plz%c Strucwy'

quality (Expected - Perceived), custon%
the previous knowledge by dcvcv\

(Expected - Perceived) and ci¥

study provides an insighgin relalt ipse=®Clween customer awareness and

indations for the relationships between



On the other hand. the findings of this study explain how the multi-dimensional
framework developed allows banking service providers to identify the most and the least
important dimensions that underlie customers’ perception of service quality (EK( =
Perceived). The results of this study also indicate that customers perceive tl % sub-

dimension variables as more important sub-dimensions of the ESQ thaggthe Customer

awareness (AWARE) sub-dimension in the Libyan banking market. refgfie, managers

of the banking industry should allocate more resources to impro 111Lq‘ PSQ to meet their

expectations and improve the customer awareness. \d
® X

1.7 SCOPE OF THE STUDY V: S.
This study focuses only on examining the M1 S

inals; mic windows 1n

commercial banks operating in Libya; 0 togycs  perdining full Islamic banks
q
operations, such as measuring the lcvcmusu IV, 'cani the services provided by

N
these banks, shall be explored 1 4 zrcscal'g 6t ‘%so analyses the relationship
s $
between perceived service ;Muglity zur \MQ wrg‘uclion, and between customer
awareness and customer \1 tion, (ilcd leﬁlcmogmphic variables such as gender
and marital status il@
&

to evaluate the cgpNgyres of Isgmi 'QG:\'S in commercial banks in Libya in general.
Therefore, llw&' focuses only on\l(a

branchgs Touted in Libya.
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amic windows in commercial banks that have



1.8 DEFINITIONS OF KEY TERMS

The following is a list of the key terms of the study: ‘

1- Customer satisfaction is a function of the customer’s assessme l%er\'icc

TOM

satisfaction is the overall customer’s attitude towe ser\"cwer. or an

emotional reaction to the difference between what'\thglomers fantic )u,c 1@ vhat

they receive. \3
- Quality is the total composite product M\ cﬁsli@?f marketing,
manufacturing, engineering, and mN ce throu whi®<ﬁ1c product and

service in use will meet custon %pec&xﬂb
(]
1O T :

Q@aum. 1983). A more
specific definition 1s “conl‘om\ requit

o

q O
ts” @ by. 1984).
3- Expectations refer to thg facygrs that gusto cl'sgec in a service, and customers

Boon 83).

ce quality is the consumer’s overall impression of the relative

inferiority/superiority of the organisation and its services (Booms & Mobhr, 1994).
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Parasuraman. Zeithaml, and Berry (1985) defined service quality as “a function of

the differences between expectations and performance along  the quality

dimensions.” \q
}h_ with,

something. When someone says. “T am aware of the service.” for igglance. service

awareness is evident. V

Disinformation is defined as the discrepancy between pfadice expectations and

perceived performance (Oliver, 1980). \d

* X
Demographic variables are the characteristics of aggredgate p p'l( t@ that

A
marketers use to segment the market; thcsv lt{ aggVZ‘llmicily.
income, education, gender, and race. Opitgglparac

g W‘ism inc@occupzuion,
family size, religion, and social class.N aracterigdics ar@c link to buyers’
Ec ’?uxxl 11T, 1&13%@%‘. Carefully studying

. L -
population groups enables mz& to déwglo marl:ﬁong mixes that maximise

customers’” activity. | 0
o’ © &
NN @

Awareness denotes an individual’s understanding of. or fami

wants and needs and they affe




1.9 OUTLINE OF THE STUDY

below:

AN INTRODUCTION TO THE RESEARCH . s 3
CHAPTER ONE v

THE BACKGROUND OF THE LIBYA |
BANKING INDUSTRY \d_
CHAPTER TWO J | .SY'
|

LITERATURE RE
CHAPTER TH

CONCLUSIONS
0 CHAPTER SIX

Figure 1.1 Outline of the study
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Chapter One consists of the background of the research, problem statement, objectives

of the study, research questions, significance of the study, contributions of this study,
scope of the study, definition of key terms, and an outline of the study. \i

Chapter Two contains the background of the Libyan banking industry, wh mprises
an introduction about Libya, the structure of the Libyan financial system, IR‘ structure of

the Libyan banking sector, the Central Bank of Libya, the Libyan w0 Bank, state-

overview of Islamic-windows operations in Libyan bal

Islamisation of banking service in Libya and conclysion.

J;

Chapter Three provides a review of

Maction. Literature review 1s

N S
in"th¥vresearch, namely psychological

ditiu@:lis section introduces the readers to

b&’scrvicc quality, and the SERVQUAL

and customegs action, cuslomcr@m'cncss of services and products provided by
[slamic b nd the measurement of customer awareness are also included in this

sect



Chapter Four provides discussion on the methodology adopted in this study. It consists

of the research strategy, discussion of the research questions and model development and

fe

hypotheses of the study. The explanations on how the researcher pcrt‘m& he

questionnaire design and research design which includes the identified the p§pulgglon ol
the study, determined the sample size and identified the data collect cthod are

provided in this section. The preliminary results necessary for dalawling, missing

mz 1":1"\01‘ analysis,

unidimensionality analysis as well as reliability and validity am¥gges afe PR ed in this
®

chapter. The initial structural equation modeling, at casuremgnt x‘:Li‘)'thh
wrfer KX

include the confirmatory factor analysis are also 1‘clwiﬂ N ‘Md”.\? this
Sed gghis \‘l&

data remedy, outlier detection, the normality test, expl

prov Qs a description of the

customer awareness of products ai icey prow by \klumic window banks. The

dimensions. The fourth &\!‘csm'ls ':ﬁeof the normality test for this

N
questionnaire. The fi ﬂlcmyso cilh(édllls of the confirmatory factor analysis
conducted to confy "uc;u str ¢ afNMe constructs. The sixth part explores the
structural cqumi(! madelling (S : c)c (, the seventh part examines the results of the

hypothesis N\ (SEM) and a paired sample t-test. The eighth part examines the gap

4
‘M)

O

analysis en expected and perceived service quality. The ninth part presents the

results O ypothesis testing that was performed via the SEM and a paired sample t-test,

including the testing of direct relationships, moderating effect, and indirect relationships
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and the final part presents the discussion of research objectives and rescarch questions

and summary of the chapter.

Chapter Six offers the conclusion of research which includes the summ@\:hc
findings of the study, followed by the implications of the study which inclu&orctical
and practical implications, also, provides limitations which have faced gc researcher

)

during doing his PhD. This chapter also features some suggestions lvrc research.
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