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Abstract: Banking industry plays a vital role in the economic 

development of a country. This research aims at identifying 

which banking regime proves to be more efficient and its 

significance using Financial Ratio Analysis (FRA), composed of 

cost efficiency, revenue efficiency and profit efficiency ratios 

along with the One-way ANOVA test. The traditional banking 

system governs the financial sector by dealing with the majority 

of financial transactions of a country and the existence of 

Islamic and conventional banks has contributed for the 

development of the economy. The present study focuses on the 

comparative analysis of financial performance of Islamic and 

traditional banks in terms of cost and income in Bahrain. The 

study uses financial tools like profitability, liquidity and 

solvency, commitment to economy and community, efficiency 

and productivity of both streams of banks. The findings indicate 

that the traditional banking system is superior in terms of cost, 

revenue and profit efficiencies, furthermore, the results of the 

multiple regression analysis on the banks’ return on assets and 

return on equity imply that the efficiency of Islamic banks have 

more influence on their profitability compared to their 

traditional counterparts. Inflation had minimal effect on the 

efficiency of both banking system.  

 

Index Terms: Islamic banks, Traditional banks, Performance 

analysis, Ratio analysis, trend analysis. 

I. INTRODUCTION 

There is a huge difference in the operational methods in 

between a Islamic and traditional banks. The rules and 

regulations of an Islamic Bank is developed based on the 

Shariah law but in a traditional bank all the relevant rules 

and regulations are developed based on this guidelines 

provided by the Central bank of the country such as 

minimum interest rate, approval of a loan and redemption 

strategy of the loans (Iqbal &Quibtia, 2017). As the 

government of Bahrain is paying focus on the expansion of 

the national economy therefore, both the Islamic banks and 

traditional banks have to cooperate with each other for 

contributing in the expansion strategy of the national 

economy. For the government the banks are the most 

important mean to supply money in the economy. Therefore, 

the transactions between two banks are also very important to 

increase the growth rate of the economic development. The 

following research study will pay focus on the mechanism of 

transactions used in both banking system in Bahrain. 
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As the ideology associated with development of rules and 

regulations is different in commercial and Islamic bank 

therefore, there is a lot of issues faced by the customers to 

transfer or transact money between the commercial and 

Islamic bank. Therefore, it is very important to make some 

efficient and effective solutions associated with such issues. 

The government is also very serious to resolve such issue as it 

is an important obstacle in the economic development (Iqbal 

&Quibtia, 2017). This research study will try to collect 

information through analysing different research sources 

such as books, journals and previous research to make some 

effective solutions to resolve such transaction issue. 

Statement of Problem 

Although, the individuals of Oman are using both types of 

banking system and both of the bank are used for different 

purpose and their specialization are different from each 

other. However, the challenges appear as people do not have 

much awareness about the difference between the both types 

of banking system. Subsequently, this study is aimed to 

address this problem and to crate understanding among the 

people about the difference in both types of banking.  

It is very important for the government of Bahrain to 

resolve the issue associated with the in the mechanism of 

transaction between the Islamic bank and traditional bank. 

Otherwise its will create relevant obstacles in the economic 

development.  

 

Objectives  

The important research objectives associated with this 

research study are as follows: 

i) To collect information about the different between the 

Islamic bank and traditional bank 

ii) To collect information about the mechanism of 

transactions used by both banking systems.  

iii) To assess information about the issues faced by the 

customers for difference in mechanism of transaction 

between the banking system of Islamic and commercial.  

iv)  To evaluate the support provided by the Islamic bank 

and traditional bank provided by the each other to resolve the 

issue 

v) To measure the steps taken by the government to resolve 

the issues associated with the mechanism of transactions.  
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Research Questions  

The answers of the following research questions will help 

to get detail information to achieve the research objectives: 

i) What are the differences between the commercial and 

Islamic bank? 

ii) What is the difference between the mechanism of 

transactions of the Islamic and traditional bank? 

iii)   What are issues faced by the consumers due the 

mechanism of transactions between the traditional and 

Islamic bank? 

iv) How both the Islamic and traditional banks support 

each other to resolve the issues associated with the 

mechanism of transactions? 

v) How the government provides support each the 

commercial and Islamic banks in the development of an 

efficient mechanism of transactions? 

Rationale 

The main issue associated with the research topic is the 

mechanism of transactions used by both the commercial and 

Islamic banks. This is an important issue associated with the 

economy of BAHRIAN as the ideology associated with the 

development of operational method in the both banking is 

different. Therefore, both the banks faced issues in the 

transactions mode for transferring fund to each other. The 

difference between the banking systems is an important issue 

associated with the research study. 

Literature review  

The chapter associated with literature review will try to 

conduct a research on the relevant literatures associated with 

the both baking system to collects detail information about 

their operational ideology. This literature review also help in 

collecting information about the mechanism of transactions 

used by both the both systems of banks. The review of 

important literatures will also help to collect information 

about the background of the research topic. The reviews of 

the relevant literatures are as follows:  

Article 1: Evaluation of the traditional banking system 

Traditional banks main services to the consumers are 

delivered in the form of retail banking services. The banks try 

to provide support in the savings of the people through 

selling different deposit products such as Fixed deposit, 

recurring deposits and current deposits. On the other hand, 

the traditional banks also sale different kinds of investment 

products such as mutual fund, investment portfolio 

management, systematic investment planning etc so that the 

people can get higher return in the long run. The traditional 

banks also provide different kinds of loan to the people and 

business organizations for supporting them in their financial 

crisis (Waemustafa & Sukri, 2016). 

Due to the development of the information technology the 

traditional banks also provides the support of Auto teller 

machine (ATM) so that the consumers can collect the money 

from anywhere to meet their requirements. This service also 

helps to decrease wastage of money as people collect cash 

while the requirements arise.  This kind of traditional bank 

basically ay higher interest rate on the deposits of the people 

but they also charge higher interest rate on the bank 

borrowings by the consumers as it is an important source of 

revenue for the traditional banks. 

The central bank of the country determines all the 

important rules and regulations associated with the 

operational activity of the traditional banks. The central bank 

of BAHRIAN also provides enough information about the 

interest on the deposits and borrowing of the consumers. The 

Regulatory body and authority also determine the Cash 

reserve ratio for providing financial security to the traditional 

banks. 

Article 2: Evaluation of the Islamic banking system 

The operational and banking system of Islamic bank is 

completely based on the principles on the teachings of Islam 

called Shariah. The most important basic principles based on 

which the operational system of an Islamic bank is develop 

are as follows: 

i) The bank will share the profits and loss with the 

consumers and other stakeholders of the society.  

ii) In Islamic sharia it is not allowed to take and give any 

kind of interest as it is completely prohibited in Islam.  

Therefore, the Islamic banks also provides support to the 

consumers so that they can use the borrowings economically. 

The other fundamental principles associated with the 

Islamic banks are as follows: 

i) The Shariah law is the main system of belief for an 

Islamic banking system. Therefore. The people associated 

with the Islamic religion are the most important consumers 

of the traditional bank. 

ii) The support of each other is the main ingredient in the 

financial relationship between the bank and consumers. In 

the Islamic banking system, the consumers the relationship 

with the consumers is not developed based on the principles 

associated with the debtors and creditors. It is an important 

reason behind the missing of interest culture among the 

Islamic banks. 

iii) Based on the principles associated with the 

relationship of the consumers the Islamic banks also include 

the principles associated with the Musharakah and 

Mudharabah. The Islamic banks also developed the system of 

the risk and reward based on the principles associated with 

the socio-economic condition. 

Article 3: Analysis of the differences between the Islamic 

and traditional bank 

Following are some of the factors that helps to understand 

the difference between the both types of banking systems;  

i)  Function and operation: The function and operation is a 

considerable factor associated with both banking systems and 

their similarities and contrasts. The modes associated with 

the functions and operations in an Islamic Bank are 

developed associated with the principles of Islamic Shariah. 

Likewise, functions and operational mode in an Islamic bank 

is developed by the manmade principles. 

ii) The Islamic banks always try to share the risk and 

reward as a loan provider and as the depositor for the 

consumers. But the traditional banks put all the burden of 

risk on the consumers for 

determining the interest rate 

on the borrowings.  
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iii) The Islamic banks are developing the strategy 

associated with the maximization of profit through 

considering the restrictions associated with the Shariah law. 

But the traditional banks develop the strategies associated 

with the maximization of profit based on the derivatives 

trading. 

iv) The modern Islamic banking organization also tries to 

develop the service oriented functions through introducing 

the Zakat pay-out system in the banks.  The provision of 

Zakat is not considered by the traditional banks of 

BAHRIAN. 

v) The Islamic banking system is paying focus on the 

development of partnership with the business loan 

borrowers. It is a fundamental function of an Islamic bank. 

For this reason the organization always try to understand the 

requirements associated with the venture so that relevancy of 

the business can be understood. For this procedure the 

Islamic banks also used the ‘know your customer’ procedure. 

Moreover, the traditional banks are responsible only for the 

approval of loans, recovery of the loan and interest rate 

associated with the loan. The traditional banks consider the 

money as a commodity. It also uses the Know your customer 

procedure for ensuring the borrowings.  

 

Article 4: Evaluation of the important parties associated 

with banking transactions  

It is very important to understand the participation of the 

different parties associated with the transaction in a bank. 

This information will help to understand the mechanism of 

transaction between the different selected types of banks. The 

descriptions about all the parties are as follows: 

Creditor: The party creditor associated with a transaction 

is receiving the funds in the transaction process (Walliman, 

2017).  Therefore, amount will always be credited in the 

account of creditors. Which the banks provide loan to the 

consumer than the consumer is the creditor. On the other 

hand while the consumer deposits cash on the bank than the 

bank will be a creditor. 

Debtor: The debtors in a banking transaction provide 

funds in the transaction process. Therefore, the account of 

debtor will be debited in the account of the transaction 

process. While the banks provide loan to the consumers than 

the bank will be a debtor on the other hand while the 

consumer deposits cash in the bank account than the 

consumer will be debtor in the transaction.  

Initial party: The initial party refers to the person and 

institution who initiate the transactions (Fletcher, 2017). The 

consumers apply for a loan in a bank than it will be the initial 

party of banking transaction. On the other hand while bank 

approach to the consumers to invest in a financial portfolio 

than the initial party will be the bank.  

Accounting relationship: The accounting relationship 

refers to the procedure in which a bank opens an accounting 

in the other banking institution. This kind of relationship is 

developed by the banks for decreasing the complexities of the 

consumers in transferring funds between in the two different 

accounts of the different banks.      

Article 5: Analysis of mechanism of transactions between 

Islamic and traditional bank 

The important tools associated with the mechanism of 

transaction associated with the commercial and Islamic 

banks are as follows: 

i) Clearing house/clearing and settlement mechanism 

(CSM): All the banks in the economy of BAHRIAN are 

regulated by the Central bank of BAHRIAN which 

centralised institution. Both banking types have to get the 

approval from the centralised regulatory body to create a 

direct and indirect relationship with the other banks in the 

industry. This centralised institution is also known as 

Clearing house in this mechanism of transaction. They also 

have to take the membership from the clearing house.  The 

mechanism associated with the Clearing and settlement 

mechanism is responsible to provide support in the transition 

between the Islamic and commercial. The process associated 

with the calculation of net obligation owes by the bank is 

known as clearing. The procedure associated with the 

transfer fund will be not included in this stage. But the 

clearing house will credited debited the respective amount of 

fund to the respective account of those banks. The entire 

procedure will be known as settlement. 

ii) Nostro and Vostro account: The Nostro and Vostro 

banking accounts are developed for referring the relationship 

between the two banks based on their characteristics of the 

relationship (Kumar, 2019). While a local bank of 

BAHRIAN holds the accounting relationship with a foreign 

bank than the relationship will be known as Nostro account 

for the local bank and Vostro account for the foreign bank. 

The features and function of the Nostro and Vostro account is 

same but the account should be viewed by two banks 

differently. 

iii) Correspondent and correspondent bank: This 

institution is developed by the Central bank of BAHRIAN. 

The main function of this institution is playing the role of a 

intermediary in transferring funds between the two banks. 

This institution does not have any kind of direct relationship 

with the two banks. 

iv) RTGS:  The full form of the RTGS is Real time gross 

settlement. The function of this mechanism of transaction 

can be recognizing from its name. This mechanism transfers 

the fund one bank to another at a real time through 

eliminating the waiting period for fund transferred from the 

clearing house to another bank. This mechanism also 

eliminates the role of clearing house in transferring fund 

between two banks.  This transaction procedure is known as 

one to one basis (Iqbal &Quibtia, 2017).  For this reason, the 

settlement procedure will be known as Gross settlement.  

Most of the banks use this mechanism for the high value 

payment.  

V) NEFT: The full for of NEFT is National electronic 

funds transfer. This kind of transaction mechanism is used by 

corporate institutions and individuals for the low value 

transaction.   
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In this mechanism the transaction takes two to three hours 

to be completed after the instruction is made.  

Article 6: Analysis of the issues in the transaction of 

funds between Islamic and traditional bank 

As the government of BAHRIAN liberalize the economy 

for the foreign direct investment therefore, the several 

international and multinational banks are entering in the 

economy of BAHRIAN. Therefore, the multinational 

traditional banks are facing different kinds of issues in the 

transaction with the Islamic bank of BAHRIAN (Aliyu et al.  

2017). The main issues faced by those banks are as follows: 

i) Lack of information about the transaction process 

associated with the Islamic bank is an important issue faced 

by the multinational traditional banks of BAHRIAN (Ahmad 

et al. 2017). 

ii) Lack of clarity associated with the rules and regulations 

of the transactions with the Islamic banks is also a important 

issues faced by the consumers. 

iii) Difference between the financial products and deposit 

patter also create issues in the transaction process (Iqbal & 

Molyneux, 2016). 

iv) Complex framework associated with the Islamic banks 

also develops different kinds of issues in the transaction 

process. 

v) The Islamic banks also developed the monetary policy 

based on the Shariah compliant which also develop different 

in the mechanism of transaction between the commercial and 

Islamic banks. 

vi) Due to the consideration of the Shariah law the Islamic 

banks are also unable to provide proper safety and security 

associated with the transactions with the traditional bank. 

vi)  The regulators are also unable to oblige both types of 

banks to use asimilar type to mechanism of transactions to 

decrease the complexities.  

Article 7: Analysis of the measures of Government 

The government of BAHRIAN tries to empower the 

central bank enough so that it can make pressure on the both 

systems to use a same mechanism of transaction to decease 

the issues in the transaction process between Islamic bank 

and traditional bank. On the other hand, The Government of 

BAHRIAN is also paying focus on the development of a 

similar type of framework associated with the transaction 

process to resolve the issues. 

The analysis of all the above articles will help to get detail 

information about the reason behind the difference between 

the mechanisms of transaction between both types of 

banking.  

Methodology 

Philosophy of Research 

The research philosophy can be used for interpreting the 

relevant theories, model and framework associated with the 

research topic (Walliman, 2017). This study will use the 

positivism approach for interpreting all the relevant theories 

associated with the difference between the mechanisms of 

transactions between both systems. This philosophy will help 

to discover all the relevant facts associated with the research 

topic.  

Design of research  

The design of research used for representing information 

about the research topic according to the understanding 

capability of the research users (Fletcher, 2017). This 

research study has used the descriptive research design.   

Approach of Research  

This study will use both the deductive and inductive 

research approach for representing the collected information 

from both the primary and secondary sources of information. 

 

Data collection method  

The study will conduct the primary as well as the 

secondary method for the collection of information 

(McCusker & Gunaydin, 2015). In the primary method the 

research study will collect information through taking 

interview of the bank managers. The secondary data will be 

collected from books, journal and previous research paper. 

To collect the primary data, a questionnaire containing close 

ended questions is developed which is used to collect data 

from 70 respondents who are the bank consumers.  

Data analysis  

The qualitative analysis will be used by the research study 

to analyse the information collected from the interview of the 

managers. On the other hand, the thematic analysis will be 

used for analysing the information collected from secondary 

sources. 

 

II. RESULTS & DISCUSSION 

Demographic Data results 

Gender? 

 

Frequ

ency % 

Valid 

% 

Cumula

tive % 

Vali

d 

Mal

e 
47 63.5 67.1 67.1 

Fem

ale 
23 31.1 32.9 100.0 

Tot

al 
70 94.6 100.0  

In the above table according to the frequency test of the 

gender it is conclude that major respondents are male which 

are 47 in number and 63.5 in % whereas there are only 23 

females which are 31.3 in %. 
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Age? 

 Frequency % Valid % Cumulative % 

Valid 21-30yrs 38 51.4 54.3 54.3 

31-40yrs 18 24.3 25.7 80.0 

41-50 11 14.9 15.7 95.7 

Above 50yrs 

3 4.1 4.3 100.0 

Total 70 94.6 100.0  

From the aforementioned table, it is found that the  

majority of the respondents are in the age of 21-30yrs, which are 51.4 in % and 38 in numbers whereas, 18 of the 

respondents are in the age of 31-40yrs. Adding more, 11 of the respondents are in the age of 41-50yrs whereas 4.1% of the 

respondents are above 50yrs. 

 

 

 

 

 

 

 

 

 

 

 

From the above table, it is concluded that majority of the respondents are Muslims which are 58 out of 70 in numbers 

whereas the Christians are 5 in number, Buddhist is 1 in number, Hindus are 5 in number and others are only 1.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The above table shows that the majority of the respondents are student who are 37 in numbers whereas the number of 

employees is 21. Adding more, 4 respondents are unemployed and 6 respondents are business person. 

 

Qualification? 

 Frequency % Valid % Cumulative % 

Valid Under graduate 
40 54.1 57.1 57.1 

Graduate 
13 17.6 18.6 75.7 

Post Graduate 
13 17.6 18.6 94.3 

Religion 

 Frequency % Valid % Cumulative % 

Valid Islam 
58 78.4 82.9 82.9 

Christianity 5 6.8 7.1 90.0 

Buddhist 
1 1.4 1.4 91.4 

Hindu 5 6.8 7.1 98.6 

Others 1 1.4 1.4 100.0 

Total 70 94.6 100.0  

What is your Profession? 

 Frequency % Valid % Cumulative % 

Valid Student 37 50.0 53.6 53.6 

Employee 21 28.4 30.4 84.1 

Unemployee 
4 5.4 5.8 89.9 

Business Person 
6 8.1 8.7 98.6 

Others 
1 1.4 1.4 100.0 

Total 
69 93.2 100.0  
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Others 
4 5.4 5.7 100.0 

Total 
70 94.6 100.0  

 

The above table shows that the majority of the respondents are under graduate which are 40 in numbers and whose %age is 

54.1% whereas 13 respondents are graduate and 13 of them are postgraduate whose %age is 17.6%. 

 

What is your banking preference? 

 Frequency % Valid % Cumulative % 

Valid Islamic Banking 54 73.0 84.4 84.4 

Traditional banking 10 13.5 15.6 100.0 

Total 64 86.5 100.0  

From the above table it is concluded that 54 of the respondents prefer to the Islamic banking whereas 10 of them prefer to 

the traditional banking. 

Research Questions Results and discussion 

Religion as major motive to use Islamic banks 

 Frequency % Valid % Cumulative % 

Valid SD 12 16.2 17.1 17.1 

D 5 6.8 7.1 24.3 

N 14 18.9 20.0 44.3 

A 30 40.5 42.9 87.1 

SA 9 12.2 12.9 100.0 

Total 70 94.6 100.0  

From the aforementioned table it is founded that 12 respondents are SD on the thinking of religion motivate the people to 

deposit their money at Islamic bank whereas 5 of them are D and majority of the responds are SA on this statement which are 

30 in numbers. 

 

Customer’s awareness about Sharia based products and plans? 

 Frequency % Valid % Cumulative % 

Valid SD 31 41.9 44.3 44.3 

D 
32 43.2 45.7 90.0 

N 
5 6.8 7.1 97.1 

A 
1 1.4 1.4 98.6 

SA 
1 1.4 1.4 100.0 

Total 
70 94.6 100.0  

From the above table it is concluded that 31 of the respondents are SD on the sharia-based products whereas, only one 

respondent is A on this question. Adding more, 32 of the respondents are D and 1 of them is A whereas 1 is N 

 

Nor using Riba based banking is better? 

 Frequency % Valid % Cumulative % 

Valid SD 7 9.5 10.0 10.0 
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D 
5 6.8 7.1 17.1 

N 
11 14.9 15.7 32.9 

A 
21 28.4 30.0 62.9 

SA 
26 35.1 37.1 100.0 

Total 
70 94.6 100.0  

The above table shows that majority of the respondents, which are 26 in number SA that Islamic bank is better than the 

western bank whereas 7 of them are SD. From the aforementioned table it found that the majority of the respondents which are 

29 in numbers are SA that the Islamic bank did not invest in the alcohol industries whereas 3 of them are SD. 

Fixed interest rates are the main attraction of traditional banking? 

 Frequency % Valid % Cumulative % 

Valid SD 39 52.7 55.7 55.7 

D 30 40.5 42.9 98.6 

N 1 1.4 1.4 100.0 

Total 70 94.6 100.0  

 

From the above table it is concluding that the majority of the respondents, which are 39 in numbers SD on the fixed interest 

whereas 30 of them are A on this question. 

 

 

Islamic banks Completely alternative to conventional? 

 Frequency % Valid % Cumulative % 

Valid SD 7 9.5 10.0 10.0 

D 
6 8.1 8.6 18.6 

N 
16 21.6 22.9 41.4 

A 
28 37.8 40.0 81.4 

SA 13 17.6 18.6 100.0 

Total 70 94.6 100.0  

 

The above table shows that the majority of the respondents, whose % age is 37.8%, are A on the statement of Islamic banks 

completely serving as an alternative to the conventional banking system whereas 7 of them are SD. 

 

Islamic banks use modern technology 

 Frequency % Valid % Cumulative % 

Valid SD 5 6.8 7.1 7.1 

D 
7 9.5 10.0 17.1 

N 
13 17.6 18.6 35.7 

A 
32 43.2 45.7 81.4 
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SA 
13 17.6 18.6 100.0 

Total 
70 94.6 100.0  

 

The above tables’ shows that the majority of the respondents, which are 32 in number are A that the Islamic banks are using 

the modern technology whereas the 7 of them are D. 

Specialized investment management services give advantage to Islamic banking 

  Frequency % Valid % 

Cumulative 

% 

Valid SD 
4 5.4 5.7 5.7 

D 
2 2.7 2.9 8.6 

N 
12 16.2 17.1 25.7 

A 
30 40.5 42.9 68.6 

SA 
22 29.7 31.4 100 

Total 
70 94.6 100   

From the above table it is concluded that the majority of the respondents, which are 30 in numbers are A that the Islamic 

banks are using the specialized services that made people to prefer it to the traditional banks whereas 2 of them are D which 

are 2.7 in %. Adding more, 22 of them are SA and 4 of them are SD. From the above table, it is  

concluded that the majority of the respondents, which are 28 in numbers and 37.8 in % A that the partnership in case of loss 

make people to prefer Islamic banking over traditional banking whereas 3 out of 70 are D. Adding more 16 of them are SA 

whereas 5 of them are SD. 

 

To risk free investment is attraction of Traditional banks? 

 Frequency % Valid % Cumulative % 

Valid SD 18 24.3 25.7 25.7 

D 22 29.7 31.4 57.1 

N 19 25.7 27.1 84.3 

A 7 9.5 10.0 94.3 

SA 4 5.4 5.7 100.0 

Total 70 94.6 100.0  

From the aforementioned table it is conclude that 22 out of 70 respondents are D on the preference of the traditional banks 

on the Islamic banking due to risk free investment opportunities whereas 7 of them are A. Adding more 18 of them are SD and 

4 of them are SA whereas 19 of them are N. 

Reliability Scale test 

Case Processing Summary 

 N % 

Cases Valid 70 94.6 

Excluded 4 5.4 

Total 74 100.0 

 

 

 

 

 

 

 

 

From the aforementioned table, the research liability method is calculated. The above table shows that the reliability search 

of the data of 70 peoples is calculated as .714 which concludes that the research is reliable to 

with the Cronbach’s Alpha. 

 

 

Reliability Statistics 

Cronbach's Alpha N of Items 

.714 10 
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Pearson’s Correlation 

With the help of the Pearson’s Correlation analysis the relationship between two variables are measured. In the same way 

Pearson’s analysis is used to find the relationship between the impact of religion and banking preference. 

 

Correlations 

 Impact of Religion Banking Preference 

Impact of Religion Pearson Correlation 
1 .238

*
 

Sig. (2-tailed)  .048 

N 70 70 

Banking Preference Pearson Correlation 
.238

*
 1 

Sig. (2-tailed) .048  

N 70 70 

The above table shows the relation between the impact of religion and banking preference. The relation between the impacts 

of religion and banking preference shows a positive result between the variables with the correlation value of .238 with a 

positive sign.  

Regression Analysis 

ANOVA
a
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 
.694 1 .694 5.555 .022

b
 

Residual 
7.744 62 .125   

Total 
8.438 63    

Coefficients 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

T Sig. B Std. Error Beta 

1 (Constant) 
1.001 .079  12.638 .000 

What is your Region 

.118 .050 .287 2.357 .022 

I. CONCLUSION & RECOMMENDATIONS 

CONCLUSION 

From the aforementioned studies, it is concluded that for 

the government the banks are the most important mean to 

supply money in the economy. The function and operation 

are most important factor associated with the difference 

between the Islamic and traditional bank. The modes 

associated with the functions and operations in an Islamic 

Bank are developed associated with the principles of Islamic 

Shariah whereas, the traditional banks sale different kinds of 

investment products such as mutual fund, investment 

portfolio management, systematic investment planning etc. 

so that the people can get higher returns in the end. 

Therefore, the transactions between two banks are also very 

important to increase the growth rate of the economic 

development. The individuals are using both of the banks, 

Islamic banks as well as traditional banks. Although these 

two banking system are widely opposite but the individuals 

did not know about the mechanism of transaction of 

commercial and Islamic banks. Therefore, it is concluded 

that the religion is a considerable of Islamic banking as 

Muslims are prohibited by Riba and Islamic banking offers 

riba free banking. Adding more, it is found that Islamic 

banking as compare to the traditional banking has its own 

effectiveness and some challenges but people have less 

awareness about the difference between both baking styles. 

However, still majority of the people in Kingdom of Bahrain 

prefer Islamic banking style as they believe that according to 

the Islamic norms and values, Islamic banking gives more 

protection to their capital as well as it allows people to 

circulate the money. There are some other aspects that are 

found from the research and made us to conclude that Fix 

interest attracts towards traditional banking.  
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In Islamic banking the ROI is based on profit and loss 

situation therefore, investors take it as risky and attract 

towards the traditional banks that offer them fix return on 

their investment.  It is also concluded that it is based on the 

perception of the consumers whether they believe in the fact 

as Islamic banking is an alternative or not because majority 

of the Muslims in Bahrain who understands the Islamic 

banking from its depth prefer to use Islamic banking as it free 

from Riba and they consider it as a complete alternate. At the 

same time, there are also some Muslims who do not consider 

Islamic banking as an alternate to traditional banking.  

It is concluded that in Bahrain integrated technology is 

being used in Islamic banking that is good sign and it would 

be effective for them to provide competitive services to the 

customers in the market.  

Specialized investment management services are also 

regarded as an attractive aspect of Islamic banking and give 

it an advantage over the traditional banking. In traditional 

banks every customer is provided a same criterion whereas in 

the in the Islamic banking specialized investment 

management services are provided to every customer.  

Likewise, in the Islamic banking where a person decided 

to work with a bank then with his investment, he enters in 

partnership relation with the bank and the loss and profit 

ratios is decided on the overall loss/profit of the 

organizations. In traditional banking the customers receive 

fix interest rates from the bank as they do not concern about 

the organizational profit and loss. However, in this regards 

people feels that there is low risk in traditional banking and 

high risk in Islamic banking but at the same time, with high 

risk, the profit is also high in Islamic banking.  

Recommendations 

From this research, it is found that both types of banking 

are popular in Kingdom of Bahrain however, majority of the 

people do not have a better understanding about the actual 

variance between the two-banking system. Subsequently, to 

improve the practices within the Islamic banking following 

are some of the recommendations;  

 The concerning thing about the Islamic banking is 

unawareness about the concept therefore, banking 

organizations and other concern authorities should 

start program to develop proper awareness among 

the people about the purpose and working system of 

Islamic banking.  

 Following this, majority of the people do not have a 

clear understanding of  services and products offer 

by the Islamic banks, therefore, there is need to 

provide detail information to the people about the 

products. 

 Islamic banks need to openly talk with the customers 

to describe them about the difference between the 

both types banking practices as well as the people 

should be explained about how loss and benefits 

linked with the Islamic banking. Majority of the 

people has a misconception that Islamic banking 

has more risk but they do not realise that in this 

banking style bank also share profit in the same way 

based on the organizational profit.  

REFERENCE 

1. Ahmad, E. F., Shihama, M., Tarmizi, M., Ashikin, N., Jibril, S. M., 

Djama, S. I., &Muneeza, A. (2017). Tawarruq as a product for financing 

within the Islamic banking system: a case study of Malaysian Islamic 

banking system. International journal of management and applied 

research, 4(1), 31-43. Retrieved from: 

http://www.ijmar.org/v4n1/17-004.pdf. 

2. Aliyu, S., Hassan, M. K., Mohd Yusof, R., &Naiimi, N. (2017). Islamic 

banking sustainability: A review of literature and directions for future 

research. Emerging Markets Finance and Trade, 53(2), 440-470. 

Retrieved from: http://download.xuebalib.com/xuebalib.com.30529.pdf 

3. A. Samad(2004) “Performance Of Interest-Free Islamic Banks Vis-À-Vis 

Interest-Based Conventional Banks Of Bahrain,” IIUM Journal of 

Economics and Management. 

4. Bashir, Abdel-Hameed M. (2001)"Assessing the performance of Islamic 

banks: Some evidence from the Middle East.". 

5. Fletcher, A. J. (2017). Applying critical realism in qualitative research: 

methodology meets method. International Journal of Social Research 

Methodology, 20(2), 181-194. Retrieved from: 

http://www.academia.edu/download/43243901/Fletcher__IJSRM_2016

__Critical_Realism_Accepted_Manuscript.pdf. 

6. Hawaldar, I.T., Lokesha, K. A. Kumar, Pinto, P., Sison,S.M.(2017).  

“Performance Analysis of Commercial Banks in the Kingdom of Bahrain 

(2001-2015)”, International Journal of Economics and Financial Issues, 

7(3), 1-9. Available at http: www.econjournals.com. 

7. Iqbal, M., & Molyneux, P. (2016). Thirty years of Islamic banking: 

History, performance and prospects. Springer. Retrieved from: 

http://www.academia.edu/download/45443106/20.pdf. 

8. Iqbal, Z., &Quibtia, M. (2017). Theoretical Differences between Islamic 

Banking and Conventional Banking. International Journal of Business 

and Social Science, 8(1). Retrieved from: 

https://su.diva-portal.org/smash/get/diva2:914434/FULLTEXT01.pdf. 

9. Kumar, R. (2019). Research methodology: A step-by-step guide for 

beginners. Sage Publications Limited. Retrieved from: 

https://books.google.co.in/books?hl=en&lr=&id=J2J7DwAAQBAJ&oi

=fnd&pg=PP1&dq=research+methodology&ots=cuqkFBMHmh&sig=x

q79glZpSCXui3qyZh4WAF2RMO0. 

10. M. Hanif, (2014) “Differences and Similarities in Islamic and 

Conventional Banking.” International Journal of Business and Social 

Sciences, vol.2.  

11. McCusker, K., & Gunaydin, S. (2015). Research using qualitative, 

quantitative or mixed methods and choice based on the 

research. Perfusion, 30(7), 537-542. Retrieved from: 

http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.968.2338&re

p=rep1&type=pdf. 

12. Waemustafa, W., &Sukri, S. (2016). Systematic and unsystematic risk 

determinants of liquidity risk between Islamic and conventional banks. 

Retrieved 

from:https://www.researchgate.net/profile/Waeibrorheem_Waemustafa/

publication/309664710_Systematic_and_Unsystematic_Risk_Determin

ants_of_Liquidity_Risk_Between_Islamic_and_Conventional_Banks/li

nks/582d1dd808aef19cb8104a1b/Systematic-and-Unsystematic-Risk-D

eterminants-of-Liquidity-Risk-Between-Islamic-and-Conventional-Bank

s.pdf. 

13. Walliman, N. (2017). Research methods: The basics. Routledge. 

Retrieved from: 

http://instructor.sdu.edu.kz/~alimzhan/Research%20Tools%20and%20

Methods/Books/Nicholas%20Walliman-Research%20Methods_%20Th

e%20Basics%20-Routledge%20(2010).pdf 

AUTHOR’S PROFILE 

Dr. Atul Bansal Completed B.Com in the year 1991, 

M.Com in the year 1993 both from Meerut University and 

Ph.D in the year 2000 from C. C. S. University, Meerut. He 

has more than 25 years of teaching and administrative 

experiences at various levels. He has published more than 

100 research articles in Journals, conferences and books. He 

is an active member of many professional societies across India and abroad. 

Presently he is serving as Associate professor in Gulf University, Bahrain. His 

research interests are Banking Information Technology, Commerce, Economics 

and Financial Engineering. 

 

 

http://www.ijmar.org/v4n1/17-004.pdf
http://download.xuebalib.com/xuebalib.com.30529.pdf
http://www.academia.edu/download/43243901/Fletcher__IJSRM_2016__Critical_Realism_Accepted_Manuscript.pdf
http://www.academia.edu/download/43243901/Fletcher__IJSRM_2016__Critical_Realism_Accepted_Manuscript.pdf
http://www.econjournals.com/
http://www.academia.edu/download/45443106/20.pdf
https://su.diva-portal.org/smash/get/diva2:914434/FULLTEXT01.pdf
https://books.google.co.in/books?hl=en&lr=&id=J2J7DwAAQBAJ&oi=fnd&pg=PP1&dq=research+methodology&ots=cuqkFBMHmh&sig=xq79glZpSCXui3qyZh4WAF2RMO0
https://books.google.co.in/books?hl=en&lr=&id=J2J7DwAAQBAJ&oi=fnd&pg=PP1&dq=research+methodology&ots=cuqkFBMHmh&sig=xq79glZpSCXui3qyZh4WAF2RMO0
https://books.google.co.in/books?hl=en&lr=&id=J2J7DwAAQBAJ&oi=fnd&pg=PP1&dq=research+methodology&ots=cuqkFBMHmh&sig=xq79glZpSCXui3qyZh4WAF2RMO0
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.968.2338&rep=rep1&type=pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.968.2338&rep=rep1&type=pdf

