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ABSTRACT

ThisarticleisaimedatinvestigatingthedepositwithdrawalbehaviorofIslamicbankingcustomersin
BruneiDarussalam.Morespecifically,itexplorestheinfluenceofindividualcharacteristicsuponthe
actionofdepositwithdrawalwhenthecustomersencounterthreedifferentsituations:(i)non-shariah
complianceissuesuponproductsandservices;(ii)uncompetitivereturn;and(iii)lowservicequality.
Datacollectionisdoneusingself-administeredquestionnaireswith180completedquestionnaires
usedfortheanalysis.Thestudyusesachi-squaredindependenttestandbinarylogisticregressionas
itsmethodofanalysis.ThefindingsshowthatdepositwithdrawalisarealfuturethreatfortheIslamic
bankingindustryinBruneiDarussalamandithappenswhencustomerswithcertaincharacteristics
andmotivationsencounterthethreesituationsmentionedabove.
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INTRoDUCTIoN

BruneiDarussalamisoneofthesmallestcountryintheworldwithtotalareaof5765-sqKM.The
country isdirectly facing theSouthChinaSeaand the restareboundedbyMalaysia.The latest
censusmentionsthatthepopulationofBruneiisaround450,000personswithmorethanhalfof
thepopulationisMalayandMuslim.TheofficialreligionisIslamwithHisMajestytheSultanand
YangDi-PertuanastheheadoftheIslamicfaithinthecountry.Hence,Islamplaysacentralrolein
thelifeofeveryMusliminBruneiDarussalam.

The influence of Islam can also be sensed in the financial sectors of the country. Brunei
DarussalamisamongtheearliestcountryintheworldadoptingIslamicbankingsystemafterMalaysia,
Pakistan,Sudanand Iran.Currently,Bank IslamBruneiDarussalam(BIBD) is theonly Islamic
commercialbankinBruneiDarussalamthatservesallsegmentswithintheretailbankingmarket
(Abduh,2018).Thebankwasstartedin1981astheIslandDevelopmentBankandthenconvertedto
afull-fledgedIslamicbankinJanuary1993andchangeditsnametoIslamicBankofBrunei(IBB).
TherewasabigmergerinthehistoryofBruneifinancialsystemin2005betweenIBBandtheIslamic
DevelopmentBankofBruneiwhichleadstotheinceptionofBIBD.

Thisarticle,originallypublishedunderIGIGlobal’scopyrightonApril1,2020willproceedwithpublicationasanOpenAccessarticle
startingonFebruary1,2021inthegoldOpenAccessjournal,InternationalJournalofAsianBusinessandInformationManagement(con-
vertedtogoldOpenAccessJanuary1,2021),andwillbedistributedunderthetermsoftheCreativeCommonsAttributionLicense(http://
creativecommons.org/licenses/by/4.0/)whichpermitsunrestricteduse,distribution,andproductioninanymedium,providedtheauthorof

theoriginalworkandoriginalpublicationsourceareproperlycredited.
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Brunei is running the Islamic and conventional banking system in parallel. Despite its
smallpopulationandarea,therearecurrentlyfourlocalbanksandfiveforeignbanksprovide
serviceshere(Table1).However,onlythreebanksprovideIslamiccontractsfortheirsaving
andfinancingschemes.ThosebanksarelocalandnamelyBIBD,PerbadananTabungAmanah
IslamBrunei(TAIB),andrecentlyestablishedBankUsahawan.Otherbanksareoperatedunder
conventionalbankingschemes.

Interestingly,despiteIslamastheofficialreligionofthecountryandthereligionofmajorityof
theBruneian,thetwobiggestlocalbanks,BaiduriasaconventionalbankandBIBDasanIslamic
bank,arehavingastrongcompetitionamongthemandsharedalmostequalnumberofcustomers.
AccordingtothefindingsfromAbduh(2016),oneofthereasonsisbecausetheunderstandingabout
ribaamongtheBruneianisstilllow.Furthermore,thisisalsobecausebothIslamicandconventional
banksoperatinginBruneiareofferingsimilarproductsandfollowingalmostsimilarregulationsset
bythemonetaryauthorityofBruneiDarussalam.

ForIslamicbanking,keepingdepositsstableandlarge,withoutanysignificantfluctuation,
isoneof itsmajorconcerns inachievingsuccessfulness (Abduh,2011).However, it isnot
alwayseasysinceBruneiisamongthecountriesofferingIslamicandconventionalbanking
productsandservicesinparallel.Therefore,asarguedbyAhmed(2002),inacountrywithdual
bankingsystemlikeBruneiDarussalam,theIslamicbanksarefacingwithdrawalriskasthe
returnoncustomerdepositscanvary.Notonlythat,studieshadconfirmedthatservicequality
provideshighinfluenceuponcustomers’decisionofeitherremainwithcurrentbanksormove
tootherbankswhichprovidebetterservicequality.Moreover,asfarastheIslamicbankingis
concerned,thecustomersarenotonlylookingforprofitsbutratherthecomplianceofproducts
andservicestowardsshariahtenets.Therefore,therewillbeatendencyofwithdrawingfrom
thebankwhenitviolatesthosetenets.

Hence,theobjectiveofthisstudyistoinvestigatethedepositwithdrawalbehavioramong
Islamic banking customers. More specifically, this study tries to identify the individual
characteristicswhichmayaffectthebehaviorofIslamicbankingcustomerstowardstheissues
ofshariahnon-compliancy,thefluctuationofreturnsandservicequalityprovidedbyIslamic
banksinBruneiDarussalam.

Therestofthispaperdiscussesfourotherparts.Chaptertwoprovidespreviousliteratureonthe
areadiscussedandchapterthreedescribesthedataandmethodsusedfortheanalysisutilizedinthis
study.Furthermore,thediscussionofthefindingsandconclusionswillbediscussedinchapterfour
andfiverespectively.

Table 1. List of banks in Brunei Darussalam

Name of the Bank Ownership Type

BaiduriBank Local Conventional

BankIslamBruneiDarussalam Local Islamic

PerbadananTabungAmanahIslam
Brunei Local Islamic

BankUsahawan Local Islamic

Maybank Foreign Conventional

RHBBank Foreign Conventional

StandardCharteredBank Foreign Conventional

BankofChina Foreign Conventional

UOBBank Foreign Conventional
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