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Abstract

This study aims to explore the reasons why conventional bank customers have not yet shifted
to Islamic (sharia) banking in South Sulawesi, as well as identify the obstacles that have caused
customers to remain conventional banks. The research subjects numbered 110 people. The
research method uses Mixed Methods with sequential exploratory design. The first stage is a
qualitative method to obtain data that is variable because the community has not yet switched
to sharia banking. The second stage of the quantitative method is using Factor Analysis, to
deepen the data and test the data so that the findings can be gencralized. Data were collected
by open and closed questionnaires and interviews, validity and reliability tests were carried out
based on the analysis model used. The results of the analysis show that the factors that constrain
people to move to Sharia banking are Fee Interest Factor, Information Factor, Location Factor,
Relationship and Reputation Factor, Religiosity Factors, Product Factor, and Financial Risk
Cost Factor. There are four findings of new factors as novelty of this study, namely Fee Interest
Factors, Location Factors, Religiousity Factors, and Product Factors, as barriers to switch for
the service industry, especially Sharia banking.

Kata Kunci : Behavior Model, Switching Barrier, Switching Behavior, Sharia Bank and
Customer’s Bank

Introduction

Competition in the banking world today, not only between conventional banks, but the
presence of Islamic (sharia) banks in 1991 and officially operating in 1992
(http://duniabaca.com, downloaded 09/03/2016), makes competition between conventional
banks and Islamic Bank (Sharia Bank). Thus, the public_has many choices in using banking
services. The presence of Sharia banking, is expected to be able to reach a large number of

customers, given the majority of Indonesian people are Muslim. In addition, it is considered to




be able to meet the need for a sense of security for Muslims, primarily avoiding the existence
of sins due to usury. Data from the Central Statistics Agency (BPS) in 2010, there were
207,176,162 Muslim communities in Indonesia, the percentage was 87.18%. The growth of
Islamic banking is expected to be very fast, when these Muslim communities can unite to use
Islamic banking.

But in reality, the growth of Sharia bank customers is not as expected. The phenomenon
that is seen, people in Indonesia, especially in South Sulawesi, are still less interested in moving
to Sharia banks. Sharia banking market share did not experience a significant increase. The
national banking map is based on information from Bank Indonesia as of October 2013, Islamic
banking has a market share of 4.8 percent. Meanwhile, there are 12 million third-party fund
accounts or 9.2 percent of the total national banking accounts. Total savings owned by 174
trillion, and total Islamic banking financing reached Rp 1793 trillion. (https: // sabadun
ya.wordpress.com/2013/12/3 I/mari-beralih-ke-bank-syariah, downloaded 09/03 / 2016).

Several studies have been conducted to find out this phenomenon, including by
Rudiasa, (2014), which states that the low profit sharing financing in Malang Sharia banks, is
caused by 14 factors,namely the SDI owned by several Sharia banks is not optimal in managing
profit sharing financing, This financing has a higher risk than other financing, the process of
filing this financing (mudharabah) is more stringent than other financing, most third party funds
in short-term Sharia banks, Sharia banks are less than optimal in conducting promotions, profit
sharing financing is still unable to compete with sale and purchase financing (murabahah)
which has many advantages, Sharia banks are still too focused on business and profits, profit-
sharing financing is quite troublesome to manage, those who participate in managing this
financing are still afraid of taking big risks and tend to avoid it, the demand for financing in
Malang still controlled by pembi ayaan murabahah, the public does not understand the ins and
outs of profit sharing financing, the public is not interested in entrepreneurship, there is an
imbalance of information between Sharia banks and financing customers, and increasingly
fierce competition with conventional banks forcing Sharia banks to provide alternative
financing with low risk such as financing murabahah. Likewise, research conducted by Aiyub,
(2007), Karim, (2017), and Masruroh et al., (2015), stated that most of the public did not know
about sharia banking systems or products, so that this situation gave less potential value to the
development of Sharia Banks . Likewise, the intention to save on Sharia banking is more on

the factors of faith and income.




Based on this study, the low interest in Sharia banks is still dominated by the lack of
information obtained by the community equally. If it is associated with efforts that have been
made by the Sharia banking, Sharia banks have disseminated information intensively. In
addition, it is also determined by one's faith which means the higher the faith then someone
wants to save money in Sharia banking.

Some of the previous studies above, only illustrate that the low interest in Sharia
banking is only due to the lack of information from the Sharia banking, and the factor of faith.
Thus, the information related to the conversion of a person to Sharia banking is still minimal,
so that there is a gap for conducting similar research based on the existence of previous research
gaps, while in theory, that consumers' decisions in using something are caused by many factors.
According to Kotler and Keller, (2012), consumer decisions are influenced by Culture, Social
groups, Personality, Psychology, and others. So it is important to find out other factors besides
the information variable

Until now, there have not been many studies on switching barriers in banking objects.
The study of switching barriers, more testing on tangible products does not coveahe service
sector. Thus there are still many things that have not been explored, so the novelty of this study
is to find the factors that cause switching barriers to switch aside from the information factor
and are tested on the service sector namely banks in South Sulawesi.

To get more in-depth results, this study will use qualitative methods through interviews
with the phenomenological model. This is intended to explore the true meaning of the behavior
that appears from informants (the public), regarding the fundamental reasons in the minds of
informants / responders about their not moving to Sharia banks and what causes them to be
reluctant to move from conventional banks

Furthermore, it will be tested by quantitative methods, to find the inhibiting factors
(swictching barriers) and customer switching behavior models from conventional banking to
Sharia banking.

Based on this, what we want to solve and become the focus / problem of the research
are:

a. Why hasn't the informant / respondent made the move from conventional banks to

Sharia banks?

b. What factors are obstacles and cause the informants / respondents have not yet moved

to Sharia banking.




Literatur Review

1.1 Consumer Behavior

Kotler and Keller, (2012) and Schiffman Leon G, Leslie Lazar Kanuk, (2010), state that,
consumer behavior is the final behavior of individuals and households in making purchases,
both goods and services for personal consumption. According to Lautiainen, (2015), Karedza,
Sikwila and Bhebhe, (2017), and Zhang, Lin and Newman, (2016) argue that consumers will
make purchases several times a day.

The purchase is the only evidence of a more complex prior process that the consumer
goes through in each decision taken. Thus, it can be interpreted that before making a purchase
of products (goods and services) a person will go through several stages or processes before
reaching the final decision, where the environment, social factors, functional needs, and the

need to change are factors that underlie consumer buying behavior

1.2 Switching barriers

Switching barriers are factors that cause consumers / customers will not / difficult to
switch, or it can also be said as an action of a company that is strived so that consumers feel
regret when consumers switch to other brands / products / companies.

Switching barriers can take the form of financial, social, and psychological constraints
that a customer feels when moving to a new service provider. The higher the barriers to moving,
the more it will encourage customers to stick with old service providers. This opinion is in line
with Chen and Japrianto, (2014) that switching barrier arises as an obstacle caused by
customers choosing one alternative, not only due to economic considerations, but also by
psychological, social, and functional factors, so that customers continue to use products and
services that when it is consumed.

According to Amiq, (2018) quoting Tung's opinion, 2011, Swithcing barriers consists of
three barriers namely:

a. Interpersonal Relationship

Interpersonal relationships are strong personal relationships between customers and
service employees. Interpersonal relationships mean psychological and social
relationships that portray themselves as a caring, trustworthy and intimate company.
The relationship can be established through interactions between service providers
and customers, resulting in a strong bond between them and ultimately creating the

formation of long-term relationships.




b. Perceived Switching cost
Is the cost incwﬁd in the form of time, money, and energy from a customer when
he moves fI'(Hl a competitor's product or service. Financial switching costs, which
are types of switching costs that involve the loss of countable financial resources,
consist of:

a) Benefit loss costs is the cost of losing benefits from companies that are used by
consurs today, for example losing bonuses and discounts that will not be
given to new customers.

b) Monetary loss costs is a one-time financial expenditure incurred to move a
company outside of the expenses needed, to buy the product or service.

c. Relational switching cost, that is, the type of switching costs that involve
psychological discomfort and transition which results in denial of identity and
breaking ties.

d. Attractive of Alternative
The lack of attractive alternatives refers to the customer's perception of the extent
to which viable alternatives are available in the market. The alternative
attractiveness indicator used refers to the opinion of Qadri and Khan (2014) in
Fauziah, Hartoyo and Yuliati, (2015) the company's reputation is better than that
of other companies.

With the concept of switching barriers in the company, the aim is that the company can
create customer loyalty and retain customers (customer retention), so that it can provide
economic benefits for the company in the long run and make the company far more advanced.
1.3 Switching Behavior

Switching is defined as "Make a shift in or exchange of, and a change", while behavior

is defined as "The action or reaction of something (Pirzada, et al, 2016). Thus Switching
behavior is a switching behavior from one company to another company, brands to other
brands, services to other services, or from one product to another product, which is carried out
by consumers for some reason. Switching behavior is a complex phenomenon, due to the type
of consumers who prefer diversity in meeting their needs.

The most common example is seen in card ownership on mobile phones, where
consumers easily move from one card to another. This transfer can be caused by incessant
offers from competing products, or there are weaknesses in the product that has been

purchased. According to Sun, et al, (2003) displacement can be influenced by behavioral,




competitive, and time factors, and the displacement can be caused by low consumer
involvement in product purchases.
Several studies have examined the factors that contribute to switching behavior, summarized
by Clemes, et al (2007) namely dissatisfactiﬁ with company guarantees, by Crosby and
Stephen, in 1987, errors in service encounter in ae retail industry, by Kelley, Hotfman, and
Davis, 1995 in Swarts and Iacobucci, (2000), and perceptions of quality in the banking industry
by Rust and Zahorik, 1993 in Gounaris, et al, (2003)
While the results of the study of Clemes, et al on Bmﬁustomers in New Zealand in

2007, found that their switching behavior was influenced by Customer commitment, Service
quality, Reputation, Customer satisfaction, Low-education levels, and Young-age groups.
Research methods

This study was designed to use a mix method (Qualitative and Quantitative) with a
sequential exploratory design that is first to conduct research with a qualitative approach with
a phenomenological approach. The purpose of the qualitative approach is to find research
variables, then to answer the main problem which is the cause of the community not yet shifting
from conventional banking to sharia banking, then a quantitative approach using factor analysis
is used.
1. Research Informan

The research subjects or informants were determined by snowball and purposive
techniques. This criterion is determined by the researcher, where the chosen people are Bugis,
Makassarese and Toraja. The selection of these two ethnicities to represent representation in
terms of religion, given the prohibition of usury is also known in religions other than Islam,
does not distinguish between sexes, in addition they are also willing to be informants.
Informants collected from the snowball sampling technique will be re-selected based on
cultural representation criteria, and 110 respondents will be collected representing 3 different
cultures in South Sulawesi.
2. Data Collected

To obtain data for qualitative analysis, the data obtained through in-depth interviewing and
not structured. Data collected in the form of: (1) Data of words (verbal) and behavior (non
verbal) of research subjects. (2). Photographic data. This data helps provide a description of
behavioral situations, and (3). Statistics. This data is additional data that can be used to illustrate
the research problem. While data for quantitative analysis is obtained by distributing

questionnaires whose indicators come from themes summarized from the results of interviews.




3. Scale and Measurement

To measure the variables above, a questionnaire containing statements was used, and
respondents were asked to provide %ir responses. Each respondent's response \Hs given a
numerical score using a Likert scale with the following criteria: a. Strongly Agree (5) b. Agree

(score 4), c. Quite Agree (score 3), d. Disagree (score 2), e. Strongly Disagree (score 1).

Result and Discussion

Characteristics of Respondents/Informants

The number of respondents in this study was 110 people. The respondent data sed on
gender, age, religion, education, occupation, and ethnicity. The largest female respondents in
this study amounted to 57 peoples, with Islam is 98 person, Christianity (9) and Catholicism
(5). The most ethnic group responding to the questionnaire is Bugines 78 person, Makassar 18
person and Toraja 14 person.
Qualitative Data Processing Results

From the interview results, many words are collected, where there are 20 core nodes
and each word has a meaning that can be interpreted. Then the next step is to reduce data or
reduce data. The reduction results show the grouping of themes as follows (sorted by the largest

number of responses):

Tabel 2. Reduksi Data

No Tema Resources
1 Lack of information about Sharia banks 51
2 Not yet understood the revenue sharing process 19
3 Itis difficult to recognize sharia products because in 17
Arabic

4 Internet facilities are smoother in conventional banks 14
(internet baking and online banking

5 Difficult to find ATMs Sharia banks 14
6  There are no Shariabanks in the area 13
7  Sharia banks are not yet 100% sharia 11
8  Salary through conventional banks 11
9  Sharia bank services are not maximized 11
10 There are no product promotion programs 8

11 Trouble if you have to open a new account again
12 Sharia banks only for certain religions

13 The interest system is more profitable

14 Sharia bank administration fees are expensive

15  Profit sharing system is small

16 Good relations have been established

17 More complete conventional bank services
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18 The location of Sharia banks is difficult to reach 2

19  The product offered is incomplete 2

20 The reputation of a conventional bank is better 1
Source: Data Processing Results

Based on the results of qualitative data processing, 20 themes are the reason or cause
of the community / customers not yet turning to Sharia banking. Of the fourteen themes, other
constraints have been found besides information factors that have not been maximized from
Sharia banking, which makes customers reluctant to switch banks and have not been exposed
so far. Based on this table also seen factors inhibiting the community to switch from
conventional banks to Sharia banks.

The overall findings of these themes become variables that will be tested using a
quantitative approach. The analytical tool used is factor analysis, where its use is to get the core
factors of all the variables that have caused the conversion of conventional customers to sharia

banking.

The Model feasibility test of the Factor Analysis
The model feasibility test was performed with the Kaiser-Meyer-Olkin (KMO) index.

This method is used as a test tool to measure whether or not the number of samples is sufficient.
KMO is an index used to test factor analysis, as follows:

Table 2 KMO and Bartlett’s Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 763
Bartlett’s Test of Sphericity Approx. Chi-Square 835.845
df 190
sig 000

Sources: Results of data analysis

Based on the table it can be stated that the factor analysis is appropriate to be used in
analyzing data collected from the results of the interview, this can be seen from the KMO
value> 0.50 and the significance value of 0,000. After procading to the factor analysis stage,
then of the 20 variables reduced to 7 core factors, based on an eigen value greater than

Based on the calculation of the Total Variance Explained, the results obtained 7 factors
that have an eigen value greater than 1, which is 5.388, 2,637, 1,648, 1,366, 1,083, 1,057, and
1,023




To find out what variables are incorporated into factors 1 to 7, a factor rotation is carried out,

as follows:
Tabel 3 Rotated ComponentMatrix
Component
1 2 3 4 5 6 7

X.13 702 X1 .867 X.6 .769 X.16 .766 X.7 578 X.5 669 X.8 .841

X.14 804 X.2 902 X.18 548 X.17 673 X112 741 X5 545 X.11 679

X.15 .786 X3 .758 X.19 .668 X.20 .496 X.9 .777

X.10 .502

Source: Analysis Result

Based on the results of the factor rotation, we can see the variables which are
incorporated into factors 1 to factor 7, which are then given a name for the factors formed:
Factor 1
In factor I is formed by combining 3 variables namely, X13 (Prefers Interest System), X14
(Administrative Costs and Expensive Credit to Sharia Banks), and X15 (Small Profit Sharing
Value), this factor is called the Interest Fee Factor.

Many people still do not really understand the production sharing system. This is
evident from the results of the interview shows that the community still considers the interest
system is still more profitable than profit sharing. The community feels the value sharing
system is too small as a return for saving services. There is also an assumption that interest is
no different from profit sharing and considers that interest is not usury. Seeing the response
from the community, here it can be concluded that the community does not really understand
the system for the results and what benefits are obtained with the system apart from sin or
usury. One informant's statement, as follows:

"Interest in sharia banks is considered low ... for very small returns"

Factor I1

Variables that join in Factor Il are X1 (Information Regarding Sharia Banks and
Products are lacking), X2 (Not too understanding sharia principles), X3 (Difficulty in
understanding Arabic terms), X10 (Lack of Product Promotion). This factor is called the
Information Factor.

According to respondents, the public still survives in conventional banking due to not
getting complete information related to Sharia banking. The information is in the form of Sharia

banking. The products offered, the procedures to become customers, and what products are




offered are not very clear to the public. The condition of the lack of information about Sharia
banks many complained by respondents who settled in the district or outside the capital city of
Makassar.

"Some people do not fully understand the Sharia religious principles especially about savings,
the socialization of Sharia banks, especially savings and credit agreements, has not yet fully
reached the general public .. and the existing Sharia banks are only subsidiaries of

conventional banks"

Factor I11

Factor III is an amalgamation of variables X6 (There are no Sharia banks in the area), X18
(Locations of Sharia banks are difficult to reach), X19 (products of Sharia banks are
incomplete). This factor is called the Location Factor

The development of Sharia banks was not followed by the availability of offices in rural
areas or regencies in South Sulawesi. This condition is different from conventional banks, for
example F'l'd%Rl Bank which can be found to the countryside. According to respondents, if
you have to spend a lot of time to reach the location of Sharia banks, it is better to save at the
nearest conventional bank while the same is obtained. This condition also caused many people

who were not familiar with Sharia banking in the regions.

Factor IV

The variables that combine in Factor 1V are X16 (Good relations have been established
with conventional banks), X17 (conventional banking services are more complete), X20
(conventional bank reputation is better). Named the Relationship and Reputation Factor.

The fourth factor that is the reason conventional bank customers have not moved to
Sharia banking is due to the reputation of conventional banks where they have been saving so
far (Reputation Factor). In addition, reputation is also caused by the harmonious relationship
between banks through employees and their sermons. For customers, the bank's good
reputation has been reflected in the services provided, complete facilities including online
networks so that it is not difficult for them to conduct transactions even in the regions. The
community considers bank employees to be nimble and alert in helping customers, in addition
to the feeling of security because their banks are owned by the government. Good service
causes customers to stay with the previous bank. This is supported by the statement of Sharma,
(2018) that service will affect one's satisfaction so that they do not intend to switch to other

brands.




Factor V

The variables that join the Sth factor are X7 (Sharia banks are not 100% sharia) and X 12 (Saria
banks are only for Sharia religion), called the Religiosity Factor.

There is an assumption that Sharia banks are only for people who are Muslim, so that non-
Muslim religions feel Sharia banks are not their place (Religiosity Factor) This response has
only been expressed by people who live in Tanah Toraja which majority of non-Muslim
religions. This condition is closely related to the lack of socialization on the part of Sharia
banks in embracing the public to glance at their products as well as Sharia banking in the UK.
In addition to these factors there are other reasons related to religion, namely the community
feels that they do not understand exactly what the difference in interest and profit sharing is
and assume that interest is open for usury. It can be seen that a person's religious understanding

has an impact on banking knowledge and choices.

Factor VI

In factor VI, the variables that join are X4 (online / internet networks are not available),
X5 (Difficult to get ATMs), X9 (Sharia bank services are not maximized). This factor is called
the Product and Facility Factor.

Conventional banks for the community have fulfilled what they need. Many choices of
products offered to the public, ranging from types of savings, credit, to other facilities in the
form of salary payments. People choose to stay in conventional banking because salaries and
other financial transactions are done through conventional banks. This is reinforced by their
ease in queuing because it can be done through ATMs available at strategic locations. While
in Sharia banking complained about the lack of ATMs and if any, the location is very far away.
The availability of online networks also strengthens the public to remain loyal to conventional
banks when it comes to internet banking or mobile banking.

"There are not many online networks to companies ... such as top-up balance transactions to
credit provider companies ... only done by conventional banks and there may still be many in

other sectors"

In addition, bank services if problems occur are very quickly responded by the bank. For the
people of Sharia bank products, there is no difference with conventional banks, even if there
are differences, it is only in the names or terms used in Arabic.

"The products offered are basically still the same as conventional banking products"




Factor VII

The variables that combine with factor VII are X8 (Salary and other transactions
through conventional banks), X11 (troublesome if you have to switch banks). This factor is
called the Financial Switching Cost Factor.

The costs in question are not only in rupiah, but also losses in terms of time and energy.
People are reluctant to move because they do not want to bother if they have to open a new
account again, where they have to re-prepare the necessary documents. This preparation is
considered to require more time amid their busy schedule.

"Moving accounts takes a day to process ... just lazily moving banks ... lazy to take care
& y o p J ) 8 )

of it ..."

Based on the findings of these factors, then from this study there are 7 Factors namely
Administrative and Interest Cost Factors, Minimum Information Factors, Location Factors that
are difficult to reach, Reputation and Relationship Factors that have been fostered, Product
Factors, and Displacement Cost Factors. From the results of this study revealed 4 of the 7 new
factors that inhibit customers move, namely Interests Fee Factor, Location Factor, Relgiosity
Factor, and Product Factor, which have not been found in the study of Switching Behavior

theory that has existed so far.

Conclusions and Recommendations
There are 7 factors that are the reasons conventional bank customers have not yet moved
to Sharia banks.
1. Interest Fee Factor
Information Factor
Location Factor
Reputation Factor
Religiosity Factor

Product and Facility Factor

= N RS o

Financial Switching Cost Factor

New findings in this study and focus on Sharia banking are the Interest Fee Factor,
Location Factor, Religiosity Factor and Product and Facility Factor. Meanwhile, the
switching barrier found in conventional banking and causing loyal customers to be reluctant
to move, are:

1. More favorable interest




. ATM and complete facilities
. Strategic location
. Bank's reputation

. Large transfer costs

N B W

. There are discounts and gifts from conventional banks when shopping.

The suggestion proposed for Sharia banking marketers is that the findings of the
research can be input for the formulation of marketing strategies with promotion and outreach
different from those carried out so far and carry out to a wider market, especially areas with a
majority non-Muslim population. In addition, expanding service units or offices in rural areas,
and further increasing the religious approach to the community, especially the assumption that
bank interest is not usury.

Suggestions for further researchers is that there are still many shortcomings, especially
the lack of ethnicity and community trust (religion) included in this study due to social
conditions and physical distance due to COVID 19 when the study was conducted. So it is
recommended for further researchers to be able to add these items, or can also test on other

service products.
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