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ABSTRACT 

Financial institutions including banks play an important role in national economies 
through providing liquidity to both businesses and households by playing a role as an 
intermediary between surplus and deficit holdings. When this role is not performed 
efficiently, economic growth slows down. Banks, as a major component of the financial 
industry, can have a positive impact on the economic growth of any country. In countries 
in politically unstable and or developing regions if banks are not seen as trustworthy and 
positively supportive of their people their usage is likely to be very limited. The banks in 
the Kurdistan Region (KR) are characterised by being inefficient, therefore, their current 
role in economic development is very limited. Due to political and security instability, 
most people in the KR prefer to keep their money in their houses instead of putting it in 
banks. At present, there is little research into how this distrust of the banking system could 
be reversed, enabling it to contribute to economic recovery in the region.  
 
This study merged qualitative and quantitative approaches in sequential and equal weight. 
The primary data collection for this study started with the collection of qualitative data 
through conducting semi-structured interviews with bank managers and government 
officials at the ministry of finance in order to identify the main obstacles that they believed 
faced the current banking system in the KR. Analysis of these results led to the design of 
a questionnaire survey involving 520 current and potential bank customers to identify the 
main barriers which cause a continuing lack of trust amongst KR people in the banking 
system.  
 
The study confirmed that the banking system in the KR has either never gained or 
completely lost the trust of the KR. It has identified several reasons for this including 
inertia amongst national banks, limited literacy in certain sections of the population and 
a risk-adverse culture. One of the other major factors preventing the use of banks within 
the KR is the lack of trust in banks. However, the study has also identified sections of the 
population who do have a positive interaction with banks, these are mainly younger adults 
who have been exposed to western banking systems including e-banking. 
 
The contribution of this study is to suggest that trust in banks could be developed if, in a 
hierarchical and mainly rural society, the national government were to actively promote 
the use of banks, including international banks in a transparent and fair way. However, 
the results also suggest that this would only work if those who had positive experiences 
were permitted to continue their interactions with international banks when in their home 
country.  That is to say, in reflecting and building upon the jump into mobile phone 
technology in developing countries, those who do have trust in banking systems should 
be allowed to retain and or expand usage of those trusted companies upon their return to 
their home via the use of modern technology. Their positive interaction would encourage 
take up by other members of their households and social groups.  
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Chapter one: Introduction 
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1.1 Introduction  

The Kurdistan Region (KR) is part of the country of Iraq.  Like Scotland or Wales within 

the United Kingdom, it has a certain level of autonomy whilst also being bound by Iraqi 

government policy. In 2018, the population of Iraq was 37 million (Iraq country profile, 

2018), and of the KR was 6 million (Iraqi Kurdistan profile, 2018). The inhabitants of the 

KR are of Kurdish origin and the majority are Muslims while the people living within the 

rest of Iraq are Arabic and also majority of them are Muslims.  This means that there are 

quite significant cultural differences between the peoples and this is reflected in the 

attitude of the Iraqi government towards the KR.  In fact, and as discussed in 1.4, until 

after the end of the 2003 Gulf War, Iraq and the KR even had differing currencies. These 

differences are discussed in detail in section 1.8. 

1.2 Research background 

Financial institutions play an important role in national economies by providing liquidity 

to both businesses and households by playing a role as an intermediary between surplus 

and deficit holdings (Bollard et al. 2011). The degree to how successful these institutions 

are depend on the regulatory system as well as how effectively the management of these 

institutions run and employ their resources (Amaghlobele et al. 2017). If the role of the 

bank as an intermediary is undertaken in an efficient way, then both surplus funds and 

deficit funds can meet in an efficient way as well as benefit the overall economy via long 

term economic growth and human development (Hoepner and Wilson 2010). Through 

promoting well-organised payment methods and giving savers different ways of saving 

and investment, banks can promote the long-term economic growth of the country (Foo 

2005). Therefore, the efficient development of banking and financial systems as a whole 

not only benefits the economic growth but also leads to human development, through the 
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function by financial system of allocating resources leading to improving the quality of 

opportunities, increasing productivity as well as reducing poverty (Demirgüç-Kunt and 

Wilson 2012).  

The banking system in modern countries contributes to the economy in a significant 

manner. For example, a study by the Office of Fair Trading (OFT, 2008) shows that the 

personal current account is a keystone of the retail financial system in the UK as the 

majority of households have a current account and 90 per cent of adults have at least one 

current account. Through current accounts alone, banks in the UK earned £8.3 billion 

revenue in 2006, but in Iraq, according to Hussein al Uzri, Chairman of Trade Bank of 

Iraq, it was estimated that up to 2011, there are still only 4.5m bank accounts in the 

country, meaning only 14 per cent of the population had bank accounts. This shows that 

the banking system in the country is not developed especially for a country with a 

population of more than 31 million (Drummond 2011). Meanwhile, Zulal (2012) argues 

that Iraq could be one of the richest countries in the globe, having a fourth of the oil 

reserves in the world and being one of the leading oil exporters, yet over three quarters of 

Iraqis do not have bank accounts. An International Monetary Fund (IMF) report showed 

that Iraq had suffered three devastating wars, a long period of economic and financial 

mismanagement and international sanctions imposed during the 1990s; this had 

traumatized the population severely and damaged political and economic institutions 

(IMF 2013). 

Looney (2005) indicated that by March 2003 the Iraqi banking system was totally decayed 

due to the economic sanctions imposed by the United Nations and the previous regime’s 

rule under Saddam Hussian’s power. Compounding this problem, (Platt 2003) highlights 

that most of the financial institutions including the Ministry of Finance, the Baghdad 
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Stock Exchange and the two biggest state-owned banks as well as another 21 of the 

smaller private and state-owned banks were systematically looted or bombed, to an extent 

that even a year later there was no appropriate banking system in the country and Iraq 

was almost a cash based economy, many Iraqi citizens had lost their trust in banks and 

preferred to keep their savings in cash. 

 Due to the aforementioned reasons, the banking system in Iraq as a whole and in the 

Kurdistan Region (KR) in particular is underdeveloped. It has failed to attract customers 

and, therefore, the banks can no longer contribute to the economic growth as they should. 

In this regard, the Iraqi national and regional governments need to revise the country’s 

banking system in order to support economic growth. Re-establishing a modern banking 

system, which then aids the newly privatized enterprises, will help the Iraqi economy. 

The IMF report in (2011) showed that if the Iraqi government wants to attract investors 

and to provide jobs for its people, it must strengthen the country’s banking system and 

promote commercial banks to do their part in the process (Dinar Exchange 2011). The 

strengthening of the banking system requires both the financial system and the 

government to work together to make people feel the banks are a safe place to keep their 

money (Cecchetti 2003). The economic planners after the war began with a clean slate in 

which to establish a new banking and financial system and to move it from a centrally 

planned economy into a free market economy (Platt 2003). 

1.3 Research journey  

This section will describe the factors that led to the development of this study, the 

resultant research journey, the research topic, and the rationale of the study.  After 

graduating from high school, I had a chance to join the College of Administration and 
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Economy and studied in the Administration Department at the Sulaimanya University in 

Sulaimanya city in Iraqi Kurdistan, where I gained a bachelor’s degree in Business 

Administration in 2004. At the same time, the Kurdistan Regional Government decided 

to open a branch of one of the state-owned banks in my home town: this was the first state 

owned-bank branch to be opened in this town. As a result of my degree, I found 

employment with the bank and became one of the small numbers of staff who had built 

the branch from scratch. At this time, it was the responsibility of me and the other 

member’s staff to introduce the new branch to the people in the town, to tell the people 

about the bank and describe the advantages of putting their money in. We were frequently 

asked similar questions by the people such as: 

How much will my money increase if I put it in the bank? 

How can I be sure that my money will not be stolen? 

What if another war occurs and we are not able to get our money back? 

 Because of these worries. it was quite hard to encourage the local people to open an 

account in the bank. During the first year of the bank’s operation in the area, a few people 

and some government offices did open accounts. However, this was because most 

government agencies, state-owned companies and some government employees are not 

allowed to deal with private banks and must deal with state owned-banks as their wages 

and funds have to be paid through state-owned banks.  

After two years of working at the bank, I was awarded a scholarship from the government 

to study for an MBA in the United Kingdom. As I left the country and travelled to Jordan 

to get a UK visa (because at that time Iraqi people had to travel to Jordan or Turkey in 

order to get a UK visa), one of the things that attracted my attention was seeing cash 



 

6 
 

machines and how people interacted with the banks there and comparing it to Iraq where 

there were no cash machines and little interaction between people and banks. After 

entering the UK, I noticed how closely people in this country and the banks interacted so 

that it is not easy to find any adults who do not have a bank account and most official and 

personal transactions go through the banks. Additionally, it was noted how an efficient 

banking system in the UK helped the economy, including facilitating a payment system 

and money circulation.     

After finishing my MBA, I went back to Iraq and got a job at one of the technical institutes 

as an assistant lecturer where the government paid the salary of the teaching staff through 

banks. I again noticed that this educated generation of academic staff did not trust their 

banks. Even though their salaries were paid through a state-owned bank, which was 

considered to be safer than the private banks at that time they withdrew the whole month’s 

salary immediately in one transaction, and did not leave any money in their accounts. 

During the two years working in the KR banking system, and comparing it with the 

developed banking system in the UK, I came to the belief that one of the most important 

factors that led to the unstable financial system in Iraq and the Kurdistan region in 

particular, is the lack of a strong and well-established banking system in the region.  

In 2010, I again got a scholarship to study for a PhD abroad. I wanted to research a topic 

which is both for my interest area and helps my country; a number of issues came to my 

mind and in the light of the above experience, I have decided upon a research topic (How 

to develop trust in a distrusted banking system of the Kurdistan Region in Iraq) for this 

thesis.  
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1.4 Rationale for research  

As previously discussed, the banking sector is one of the fundamental pillars for economic 

advancement in any country. Both the banks and investment go hand in hand to foster the 

process of growth and development of the country’s economy (Njiiri 2015). While in 

some parts of the world the development of banking systems has gone far beyond 

traditional banking into areas such as mobile and internet banking, the banking system 

throughout Iraq still struggles to play its role even in traditional ways, acting more like a 

money storage facility for the government than a safe haven for personal investors 

(discussed in more detail in section 2.2). Currently, only a small proportion of the Iraqi 

people use bank accounts preferring to keep their money in the form of cash (Aseel and 

Bayoumy, 2012). This shows that there is an urgent need to investigate how this 

behaviour can be changed.  

One reason for the limited use of the banking system is the fact that although the banking 

sector was operating moderately well up until the gulf war in 1991 (Khalil 2016), during 

that period many banks were looted (see section 2.2). Trust is one of the most significant 

advantages and distinguishing factors of the financial system as well as a strategic factor 

in the continuity of operations between the banks and its customer (TÓTH 2009).  

In such an environment as previously described, conducting financial and banking 

transactions is not practical and financial and banking institutions have a long process for 

improving their practices in a way that makes it easier and more attractive both for 

individuals and institutions to deal with them. While it is essential that banks throughout 

Iraq are able to attract and retain customers by improving their services and ensuring 

people that are dealing with banks are totally safe, it is accepted that Iraq is a large but 

not homogenous country. Therefore, this research study will concentrate on one region, 
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the KR to try to identify how banks can develop the trust that has been lost and create a 

viable proactive banking system that is then able to continue to the regions overall 

financial development and stability. 

It will provide an overview of the banking system in the country overall and then through 

the use of qualitative and quantitative research approaches confirm why the people of the 

KR lost their trust in it and how that trust can be restored.  

1.5 An overview of the Iraqi banking system  

There is an old saying that gold is both for storing and decoration but people in Iraq as a 

whole and in the KR, in particular, are taking this saying seriously. Due to the absence of 

a proper banking system, they use their money to buy gold to keep in their houses as they 

believe this is safer than putting their money in the banks.  In the absence of a trustworthy 

banking system or market for securities, stocks and bonds etc, people feel left with no 

other choice than to buy gold and keep it in their homes (Zebari 2013). Rebuilding the 

Iraqi financial and banking sector after 2003 remained an enormous task. It became even 

harder because of the sectarian diversity; such as the violence between the Iraqi Sunni 

and Shia, which are different religious groups within the Muslim community; and also, 

the tensions between Arabs and Kurds as different national groups within one country. 

There was even a difference in the currencies in use between KR with its Kurdish 

population and the rest of Iraq with its Arab population, from 1991 until 2003. The bill in 

circulation in the KR was called Swiss Dinars and Saddam’s Dinar was used in areas 

under the control of the former regime. But after the 2003 war a new Iraqi Dinar was 

introduced which was designed on the old Swiss Dinars and put in to use all over the 
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country including the KR region, both the two old types of currency were cancelled and 

removed from circulation (Bowen 2009).  

Not just Iraq’s infrastructure but also its social and economic institutions need to be 

rebuilt to create an environment that can attract funds, and bring new technology and 

skills to enable the country to develop its economy. The country’s enormous oil resources 

should be accompanied by strong institutional systems and an encouraging business 

environment so that these resources can be used effectively (IMF 2013). However, in 

2005, two years after the end of the war, creating a secure environment and rebuilding a 

modern banking system in Iraq was still challenging and was likened to rising from the 

ashes. The banking system did not act like normal banks whose main function is lending 

money and accepting deposits. Rather they just operated as an accounting department for 

the government to distribute its money for its offices around the country; the Central Bank 

of Iraq could not perform its monetary policy as there was not a clear connection between 

the Iraqi banking system and the real economic activities of the country (Sekerke and 

Hanke 2005).  

The Iraqi financial system is dominated by the banking sector and among them, the state-

owned banks, in particular, the Rafidain Bank, Trade Bank of Iraq (TBI), and Rasheed 

Bank dominate the sector with 75 per cent of the assets (Nasr 2011). The operation of the 

two largest state-owned banks (Rafidain and Rasheed banks) are inefficient as they are 

still suffering from the past losses which they faced because of the war. On the other hand, 

the private banks (banks that are not owned by the government) are in the process of 

modernising with many being established recently; however, they still need more 

consolidation and strengthening. In addition, the private banks work on an unequal 

playing field in relation to the state-owned banks (SOBs) as the state-owned banks benefit 
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from the restriction forcing government agencies to deal only with the state-owned banks 

and not the private ones (Jawad 2014).  

Even though the effect of the second Gulf War in 2003 was similar for both private and 

state-owned banks, the restriction of the private banks from lending to public agencies 

resulted in private banks suffering less than state-owned banks from the losses which 

occurred during the war. Most of the private banks moved their banknotes to the Central 

Bank of Iraq and by doing it avoid the heavy losses. But for the state-owned banks, 

Rafidain state-owned bank alone lost $300,000,000 to looters and many branches 

including its head offices were totally looted or burned (Myers 2011).   

1.6 Research aim and objectives  

This thesis aims to establish how the Iraqi Kurdistan banking system can develop the trust 

of the public.  This will be done by:  

1 - Critically reviewing the relevant literature in relation to consumer use of and trust 

within banking systems with specific reference to Iraq and countries in the Middle East  

2 - Developing a framework identifying those factors which inhibit and promote trust.  

3 - Identifying and evaluating the nature of the existing financial / banking systems in 

Iraq and the Iraqi Kurdistan region (KR)   

4 - Undertaking primary research to determine any particular issues which prevent the 

Iraqi population from developing trust and so use of the banking system in the KR.  

5 - Developing recommendations for how the government and banks of KR could create 

trust in the banking system   
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1.7 The proposed contribution of the study   

This research aims to contribute to knowledge in the area of developing trust rather than 

the more widely explored area of developing trust.  It will investigate how trust in the 

banking system of a developing region was weakened and what measures might best be 

taken in order to develop that trust again using the KR as a case study. Like many other 

countries and regions, within the Middle East, in particular, the KR is a potentially rich 

region with significant oil reserves which because of political instability and three 

decades of war, has become poor. The people have lost trust in many of the administrative 

systems needed to return the region and country to financial stability and economic 

growth, including the banking system. 

The study will also provide considerable insights into the perspective of regions that are 

currently moving through the transition period. A further contribution of this study will 

be in providing new information for banks and government by identifying the barriers to 

re-establish trust and identifying how those barriers could be overcome. Lastly, it is 

argued that this knowledge will benefit the Kurdish and Iraqi society if it enables the 

banking sector to become effective in supporting economic development.   

1.8 The Profile of Kurdistan Region  

Iraq has a long history as the early civilization was started in Iraq which can be traced 

back to 7,000 years ago and some refer to it as the cradle of many civilizations such as 

(Sumerians, Akkadians, Babylonians and Assyrians), besides the first written laws were 

found in Iraq during the great rulers such as Hammurabi (1792-1750BC) (Ranjan & 

Jain, 2009). Iraq gained its independence from Britain on October 3, 1932. Iraq was 

ruled by Baath’s party for more than four decades until 2003, where coalition forces 
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ended their rule, and since then Iraq started to write a new constitution to reform and 

remove most of Baath’s laws (Paanakker 2009). Iraq after Saddam was a war-torn 

country and there was lots of efforts to rebuild the country after the war because of a 

variety of challenges that faced Iraq at that time, for example, Crocker (2004) indicated 

that Iraq is in front of two major challenges; first, moving from centralized economy to 

a market economy; second, reconstruction of its economy after the war.     

The Kurdish as an ethnic group who lived in Iraq throughout history, have never had 

any effective participation in ruling Iraq or even their own cities. The Kurdish region is 

located in the North of Iraq and Kurdish people gained their semi-independent from the 

Iraqi central government after the uprising in 1991 when the Baath’s power was 

weakened due to the coalition forces attack on Saddam Hussein after he invaded Kuwait 

(Stansfield 2003). After that, the first election in the KR was run in 1992 to select 111 

members for their parliament was followed by the first Kurdish government. But this 

opportunity was not fully exploited by the Kurdish politicians when they started the 

civil war in 1994 between the two major parties (Kurdistan Democratic Party KDP and 

Patriotic Union of Kurdistan PUK) and even after the civil war ended in 1997, both 

parties formed their own government by dividing KR into two zones (Anderson and 

Stansfield 2005).These two governments were merged in 2006 and since then Kurdistan 

region has had one government. After the fall of Saddam’s regime in 2003, the Kurdish 

authorities decided to go back to Baghdad and participated in forming the new Iraqi 

government where the new central government granted federalism rights to KR. While 

KR is still part of Iraq, but it acts as a different country in many cases and the Kurdish 

people are still hoping for having their own country in the near future.  
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The Kurdistan region is rich in natural resources such as oil, natural gases, marble, and 

phosphates. The region’s oil reserves are estimated to be around 45 billion barrels 

which make the KR a very rich country if the government can exploit that resource 

efficiently. Besides, the region also has fertile land that is suitable for growing wheat, 

rice, barley, vegetables and a variety of fruits while it is a suitable place for raising 

cattle and poultry (Stansfield 2003). Kurdistan is very different from the rest of Iraq as 

some call it (another Iraq) which is recognised by its stability and security while in the 

rest of Iraq there are daily instabilities and unrests. The region consists of four 

governorates namely (Sulaimanyah, Erbil, Duhok, and Halabja) with a population of 

over 5 million (KRG, 2016). Figure (1-1) shows the map of Iraq, including the 

Kurdistan region.  

Figure (1.1): Map of Iraq and Kurdistan Regional Government coloured (in red) 

 
Source: KRG (2016) 
 
  



 

14 
 

1.9 Summary  

Banks are an important factor for economic development in any country but banks in 

Iraq and KR have lost this role due to their inefficiency; they even lost some of their 

trust among the Iraqi population. This was mostly a result of the consecutive wars that 

Iraq faced during the last 30 years. Even though Iraq came out of war in 2003, its 

banking system does not show any progress. The KR banking system is also 

characterised by inefficiency and it also lost most of its trust and needs enormous 

revision. The Iraqi government is responsible for the monetary policy for the entire 

country including KR Region, but when it comes to restructuring the banking system, 

its role cannot be praised.  

The next chapter will review literature on trust in the banking system and how trust can 

be developed. It also highlights the impact of some factors such as religion, culture, 

foreign bank entry and the similarity of the Iraqi banking system with that of Former 

Soviet Union countries.  
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Chapter Two: Literature Review 

2.1 introduction  

To attain the first objective of this study, the chapter provides a critical review of literature 

in relation to consumer use of and trust within a baking system with specific reference to 

Iraq and KR. The chapter highlights the current banking system in Iraq and KR then 

moves to address the issue of trust in consumer service and then trust in the banking sector 

specifically. This is followed by a review of the banking system in transition countries 

with specific regard to the bank crisis and the role of foreign banks in those countries. 

Then the chapter outlines banking system privatisation followed by addressing the 

relationship between religion and banks. The section highlights the characteristics of 

Islamic banks and then discusses the main differences between the Islamic banks and 

non-Islamic banks followed by the role of banks in investment and economic 

development of any country. Information and IT in the banking industry are also 

highlighted followed by a chapter summary.  

2.2 The current banking system in Iraq and the Kurdistan region   

Corrigan (1990) identified the role of banks and financial systems through their main 

functions, which are organizing the savings of society and putting it neutrally and 

accurately into the most effective use and investment. Pagano (1993) added that a further 

contribution of the banks is in supplying services like helping trade transactions, 

diversification of risk, and providing savings to the most productive investment projects 

through examining and checking borrowers. The current overall financial system in Iraq 

and KR is weak. While most of the bank branches restarted their operations after the 

American invasion in 2003 and only a few offered credit facilities to the people of the 
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country as only a few banks were able to lend money for more than a year (Hall 2012). 

In the light of the poor credit culture and the lack of a sound banking system, the banking 

industry remains dominated by state-owned banks and most of the private banks are 

relatively small with their services limited to a few specified customers (Nasr 2011). Even 

in the mid-1990s, as Cobham (1995) indicates, the financial system in Iraq and KR was 

underdeveloped. Indeed, it barely represented a financial system because the banking 

system in Iraq was operating as part of state economic plans much like the banking system 

in the Former Soviet Union, which had a small role as financial intermediaries. Whereas 

Iraqi and KR banks provided loans for government enterprises with limited lending to the 

private sector (Zulal 2012). The Iraqi and KR banking system has very rudimentary credit 

facilities, a weak payment system, and the Iraqi government is heavily reliant on oil 

revenue to finance its expenditure; a sound financial and banking system can help the 

country’s economy rather than relying on it (Zulal 2012). The Iraqi financial system is 

underdeveloped and underperforming with banks controlling 75 per cent of the overall 

financial system’s assets. That is to say that the other non-banking institutions like 

(insurance companies, mutual funds and pension funds) are relatively small and 

underdeveloped; their access to finance is impeded by weak financial infrastructure and 

unstable political situation (Nasr 2011).   

The limited availability of private banks is a result of the fact that the government and its 

state-owned institutions only permit bank accounts to be held with the state-owned banks, 

and state enterprises are not allowed to borrow from private banks. This is a serious 

obstacle to the development of a private banking sector (Hall 2012). A further factor that 

impedes the development of private banks is that it is difficult for people to borrow money 

from the banks as the collateral for loan guarantees are mostly in the form of real estate. 
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The real estate has to be registered with the Offices of Justice Ministry, so this is an 

obstacle for people who do not own any real estate. As well as real estate collateral, some 

banks accept third party guarantees (Bowen 2009).  

However, creditworthiness is not the main criteria for granting loans when people ask for 

them instead. Those whom loans should be given to is usually decided from the higher 

administration through the government which means that state banks give loans to 

whomever the ministry of finance tells them. By doing that it questions the 

trustworthiness of the banking system (Myers 2011). When the borrowers are not 

creditworthy, they cannot get a loan so the bank asks for collateral; the main task of the 

collateral is to solve the asymmetric information between the banks and the borrower and 

through collateralising the borrower contributes to the financial risk with the bank (Hainz 

and Teksöz 2006). Myers (2011) suggests that while the public lost their trust in the Iraqi 

banking system, creating a modern banking system in Iraq should start with re-the 

establishment of public confidence in the system. Besides, Al-Janabi (2013) believes that 

promoting banking awareness is one of the procedures that banks can do in order to 

develop their trust among the Iraqi people. This is what Singh and Bradosti (2015) stated 

in their research as they indicated that Iraqi people are basically not aware of the benefits 

that banks can provide; as a result, citizens are reluctant to use banks.  

The new Iraqi economy demands new requirements from the financial sector. Between 

1991-2003, both Iraq’s banking system and the financial sector were working separately 

from international financial practices, but after that and especially after 2009 onwards, 

the Iraqi banking system has been improving, in that it is now in a continuous attempt to 

adopt international best practice and there are some attempts to develop a modern banking 

system (Nasr 2011). 
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2.3 Trust in consumer service  

The marketing relationship approach proposed that in a service transaction between 

buyers and sellers, it is not only the exchange of money and service but also, they usually 

build a continuous and trusting relationship that benefits both parties (Johnson and Selnes 

2004; Palmatier et al. 2006). This provokes the idea that providing service is not enough 

if there is no established relationship between the service providers and their customers. 

This relationship is expected to develop, depreciate, and even disappear as a result of the 

nature of the interaction between the parties involved (Harrison 2003). According to 

Huang (2008), trust and satisfaction are major factors that develop the relationship 

between sellers and buyers.   

The past two decades witnessed an increasing concentration of relationship marketing; as 

a result, trust constructs gained significant attention in many industries (Kantspurger and 

Kunz 2010). In this regard, relationship marketing considers trust as a tool to expand and 

sustain lucrative relationships for the reciprocated intentions of the parties engaged 

(Palmatier et al. 2006). In addition, a number of researches have argued that if businesses 

want to be successful, they need to have trust among their consumers as trust is a 

prerequisite for a successful business because consumers do not like to make a purchase 

if the seller is not trustworthy (Jarvenpaa et al. 1999; Urban et al. 2000; Gafen 2002). 

Therefore, the consumers’ viewpoint on the seller’s trustworthiness affects his or her 

purchasing decision (Gupta et al. 2009).   

In a statement, Rutter (2000, p.2) wrote about trust as:  

Every day, and often without any reflection, we place our trust in people and 
the services those people provide: we trust that our friends will not betray our 
confidences, that the food we buy will not poison us, that the car we travel in 
will not explode, that the chair we sit on will bear our weight, that people will 
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listen to us when we talk to them, that our parents tell us the truth and so 
forth. 

 
The ability and motivation of the seller to offer the service with the quality imagined by 

the consumers, in turn, provides trust for their consumers (Jervenpaa et al. 1999). besides, 

Geyskens et al. (1998) opined that the trust of consumers developed when the consumer 

has an affirmative trusting stand in general with previous relations with the seller or when 

the consumer is protected by a strong legal system.   

Several studies have indicated that attitudes and behaviours of customers can be affected 

positively by trust, for instance, superior customer loyalty (Agustin and Sing 2005); trust 

can minimise opportunistic behaviours (Rindfleisch and Moorman 2003); increases the 

number of service users (Maltz and Kohli 1996); increases customer commitment (Jap 

and Ganesan 2000); expanding and retaining high-quality relationships (Moorman et al. 

1993; Morgan & Hunt, 1994). Furthermore, a number of researchers have identified some 

actions which can help companies to improve trust such as establishing excellent 

communication with customers (Doney and Cannon 1997), making the customers 

satisfied with the service (Ganesan 1994; Hibbard et al. 2001) and strengthening the tie 

between themselves and their customers (Kumar et al. 1995). Additionally, shared values, 

lack of opportunistic conduct and communication are antecedents of trust (Morgan and 

Hunt 1994; Mukherjee and Nath 2003). There are two types of communication which are 

writing and in-person communication, writing communication includes personal letters, 

emails, machine-mediated interactions, and in-person communication relates to face to 

face interaction before, during and after service providing.  

Furthermore, and especially over the last 30 years, the concept of trust has become a 

significant interest in many disciplines. Much of this interest was and is about the 
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important role of trust in commercial exchanges, business to business relationships, 

marketing, seller-buyer relationships and customer relationship management (Blois 1999: 

Coulter and Coulter 2002). This significant attention paid towards trust identifies the 

importance of the role of trust in a non-concurrent transaction as this kind of transaction 

creates uncertainty and risk; trust can help to reduce this uncertainty (Andaleeb, 1992). 

While risk is unavoidable in any contract, trust minimises the probability of opportunistic 

behaviour (Sako and Helper 1998).  

Trust exists when one party has confidence in an exchange partner’s reliability and 

integrity. To achieve customer’s trust, a company’s strategy must communicate 

effectively and adopt the customer’s relationships norms as well as avoid negative 

reputation (Adamson 2003). There are different definitions of the concept of trust between 

economists, psychologists and sociologists (Rousseau et al. 1998). There are a number of 

potential explanations for such widely varying definitions of trust. For example, trust can 

exist in various levels of analysis and each level has different types of trust like (groups, 

individuals, businesses to business, organizations or social levels) and each level has a 

different nature of trust (Li and Betts 2011).  

Despite the indisputable significance of trust, the term is conceptualized and investigated 

in different ways, and there is no an explicit definition, previous research conceptualized 

trust according to different aspects such as benevolence, reliability, confidence, 

credibility or honesty (Morgan and Hunt 1994; Garbarion and Johnson 1999, Grayson et 

al. 2008; Kantspurger and Kunz 2010).  

Some of the different definitions of trust are:  

Interpersonal trust is defined here as expectancy held by an individual or a 
group that the word, promise, verbal or written statement of another 
individual or group can be relied on (Rotter, 1967, p. 651) 
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 This definition indicates that trust in a business perspective has two requirements. First, 

the buyer’s faith or expectation regarding the definite features of the seller; and second, 

the buyer’s readiness to depend on that seller,  

Trust is defined as a willingness to rely on an exchange partner in whom one 
has confidence. (Moorman et al. 1993, p. 82) 
 

This definition also concentrates on the readiness of the customers to depend on the 

seller’s promises, and (Lewicki et al. 1998, p. 439) defines trust as “We define trust in 

terms of confident positive expectations regarding another’s conduct” 

This study defines trust in the banking industry in the KR as the readiness of Kurdish 

people to deal with banks, believing that the banks will carry out their obligation 

regardless of the people’s capability to monitor and check the bank’s activities or 

transactions.  

According to Warkentin (2001), trust has two main dimensions which are benevolence 

and credibility. Credibility means that the service provider has the required capability to 

carry out the transaction in a reliable and effective manner (Kantsperger and Kunz 2010), 

while Benevolence is the belief that one side of the contract is truly interested in the 

welfare and benefits of the other side and will act in a favourable way to the other side 

even under hard and difficult times (Doney and Cannon 1997).  

Both elements are different but critical for trust, it is conceptually distinctive when a 

consumer has trust in the seller’s benevolence but does not have trust in its credibility, or 

whether he or she has trust in both credibility and benevolence of the seller. A firm can 

have the ability to deliver the right outcome in the required quality, but due to selfish 

reasons or incentives, does not act in the consumer’s best interests. In contrast, a seller 
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can be totally benevolent when it comes to the customer’s needs but does not have the 

exact capability to provide the required quality for the consumers (Kantsperger and Kunz 

2010). Yet both of the elements are significant for consumer’s trust as if the company 

lacks one of them, it might endanger the relationship with the consumer. Additionally, 

Ball et al. (2004) illustrate the role of benevolence by: 

The consumer cannot always tell if the service provided is up to a high 
standard. That leaves the consumer to trust to the benevolence and integrity 
of the service provider. Second, benevolence trust may be critical because 
(particularly in the case of strong retail relationships such as banking or 
mobile telephones), the consumer may perceive the firm as being in a more 
powerful position due to the difficulty of switching. The consumer is 
sometimes vulnerable, and therefore trust in the benevolence of the firm is an 
issue (Ball et al. 2004, p. 1276). 

 
Trust as a behavioural intention entails uncertainty and vulnerability because it depends 

on a partner’s benevolence. Without vulnerability and uncertainty, the existence of trust 

is inconsequential because when the trustor has absolute information or can change the 

action of the partner, then trust becomes unnecessary (Coleman 1990; Deutsch 1958; 

Giffin 1967) 

The majority of researchers believed that trust can be considered as one of the future 

relationship variables which specific vulnerability of the trustees involved (Morgan and 

Hunt, 1994; Agustin and Singh; Grayson et al. 2008).  However, differentiating between 

real trustworthy exchange partners and exchange partners that only allege to be 

trustworthy is not easy (Williamson 1985). Given that one cannot easily separate between 

these types of exchange partners, the role of the legal system can be a logical and efficient 

way of reassuring competent exchange (Barney and Hansen 1994). This is what Cook 

and Luo (2003) called third-party seal; they opine that the main rationale behind the 

intermediary (third party) is to assure the buyers that the service provider is trustworthy. 
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This third party is usually a well-known body (who has an intermediary role) that 

customers trust and these third parties participate in building trust as customers transfer 

their trust from that known body to the unknown entity that customers have slight or no 

direct experience with them. In this regard and in order to build trust, customers first need 

to be able to recognize that trustworthy third party and also be able to find a tie between 

the unknown entity and that trusted third party because customers usually put trust in the 

reliability of the intermediary (Coleman 1990). However, customers have to trust the 

intermediary first then they are expected to trust the service provider, and this 

intermediary in most cases reflected in Law enforcement system or the government. For 

example, Stix (2003) opined that when people are reluctant to depend on financial 

intermediary because banks lost trust, trust can be increased in banks by Policy measures 

such as deposit protection or bank regulation. Furthermore, Egger (2003) also stated the 

importance of the third-party seals in developing trust, the concept here is transference 

process, Egger (2003, p.22) defines the transference Process as: 

 One will trust a party more easily when it is trusted by others one trusts. It 
can be compared to asking references from another party. This process can 
be of particular importance when one has no prior experience with the other 
party. 

On the other hand, as regulators and specialists repeatedly claim, it is not only the action 

of an individual firm and its agents that influence the customer’s trust but the trust can be 

influenced by the broader context in which the transaction is happening as well (Grayson 

et al. 2008). Based on that, broad context trust requires policymakers to create an 

environment so that people trust the broader context for each business such as the banking 

industry or any other industry if they want to develop trust among their people. 
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2.4 Trust and the banking sector   

The activity of banking has existed since the development of the ancient civilizations. In 

Babylonia during the second millennium B.C, banking activities were sufficiently 

significant as to be included in the first written laws of the Hammurabi (Davis 1994). 

Clearly, this type of banking service was not the same as the banking service today 

because deposits were mostly in the form of precious metals like gold and silver or cattle 

and grains (David 1986). Furthermore, David, (1986) and Downey (1986) stated that 

together with the development of money, banks were developed and started to offer 

financial services during the 1800s B.C in Babylon.  The origin of the word (Bank) refers 

to the French word (Banque) or Italian word (Banca) which referred to the money 

changers table located in the centre of commercial districts of towns. 

There is a difference among the scholars opinions regarding the beginning of banking 

service in the world, for example, according to Rose and Hudgins (2014), historians 

identified the first bankers more than two thousand years ago, but, Downey (1986) 

indicates that banking services were was clearly identifiable were started almost five 

hundred years ago after the development of money-based financial systems. However, 

more recent research by Hildreth (2001) suggests that the first institution which was 

similar to the banks of today was established almost seven hundred years ago in Venice 

and that it remained without any competitors until the beginning of the fifteenth century 

when similar institutions were established in Genoa and Barcelona  

The main purpose of banks can be summarized as accepting and keeping deposits, 

allowing their clients to withdraw their deposits at any time, lending money to customers 

who need money and providing other financial services such as investment advice or other 

financial advice ((Whiting, 1985; Perry, 1989). 
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Acquiring the necessary liquidity and credit can be achieved through a strong banking 

system in a country which then leads to the development of a market economy. An 

efficient payment mechanism that banks can generate will offer savers different ways of 

saving and investment which should lead to long term economic growth (Foo 2005). 

The main function of the financial markets is to direct funds to those individuals and 

institutions that have useful investment opportunities. When this role is not fulfilled by 

the financial service system; the economy cannot perform well, which then leads to a 

slow down the economic growth (Mishkin 1999). 

Worldwide, there has been an erosion of trust both between banks and investors on the 

one hand, and between banks and their customers on the other hand (Hoepner and Wilson 

2010). Additionally, Wheatley (2012) showed that in recent years; banks alongside the 

other financial services seem to have lost their trust among the public and it is not 

something that happened only in the UK but is worldwide, and the biggest reason for this 

is the recent financial crises during 2008 global crisis in the financial and banking sector, 

after which companies had to develop trust among the public.  

After the financial crisis around the world in 2008, there has been great concern regarding 

how banks can develop the trust of their customers. One of the efforts banks have made 

since then has been to hire extra compliance officers. However; research has shown that 

banks need to concentrate more on benevolence rather than on compliance because trust 

will be developed when one party feels that the other party has a true benevolence 

(Cremer 2015). 

Trust is essential to the financial system and economy. In the past where the communities 

were small, trade and finance developed among people who knew each other, and trust 
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or mistrust developed naturally but nowadays, transactions and trade are usually 

conducted among strangers. Therefore, trust or mistrust cannot be developed as it did in 

the past (Frankel 2008).  There is a big role of trust in the way that financial service 

institutions provide services to customers, yet there is increasing anxiety as to whether 

these institutions are trustworthy and to what level customers trust them (Ennew and 

Sekhon 2007). Meanwhile, Roma´n (2003) indicates that it is very important for the 

financial service industry to produce an environment where people feel that the financial 

institutions treat them impartially and deal with their money safely.  

Social capital can play an important role in developing financial markets because 

financial agreements are significantly trust-sensitive agreements (Guiso et al. 2004).  

Finance is about exchanging an amount of money now with an expectation of extra money 

in the future; the possibility of such an exchange to happen relies not only on the legal 

side of the contract but also depends on how much the buyer trusts the seller, and the role 

of trust becomes prominent in financial contracts when the legal enforcement weaker, 

especially among less educated people (Guiso et al 2004).  

As financial sector companies are in charge of managing their customer’s money, and 

since the customers might lack the ability to adequately assess the financial outcomes of 

the service provided, trust in this sector is even more important (Hansen 2012).  

Moreover, Harrison (2003) indicates that customers in the financial sector usually buy a 

batch of promises; financial firms promise that they will protect the customer’s funds and 

their financial benefits. Therefore, trust is a generalised assumption of how the financial 

firm will act in the future. Beliefs of adequate conduct will shape that generalised 

assumption, or it can be formed by previous experience between the firms and their 

customers (Harrison 2003).  
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Trust also has a big role in the banking industry because banking activities relate in a 

significant manner to security, privacy, legal, technical, and reputation all of which 

depend upon trust relationships. Researchers broadly recognised the significance of trust 

in the banking industry because the relationship between banks and their customers is 

special as it relates to valuable things like money or other valuable documents or 

properties (Mcknight and Chervany, 1996). 

Virtually every commercial transaction has within itself an element of trust, 
certainly any transaction conducted over a period of time, it can be plausibly 
argued that much of the economic backwardness in the world can be 
explained by the lack of mutual confidence (Arrow 1972, p. 357). 
 

According to Ennew and Sekhon (2007), one of the factors that lead to the necessity for 

trust is the existence of risk; if there was no risk involved or if the result of an action were 

definite and positive, there would be no need for trust. Ennew and Sekhon (2007) also 

believe that interdependence between the participants in a particular action is another 

reason for the necessity for trust; if the actors are not dependent on each other somehow, 

there would be no need to trust. The level of trust in a society is a powerful predictor for 

its economic development and achievement (Arrow, 1972; Fukuyama, 1995). Business 

transactions are based on a degree of trust between parties. While well-known legal 

enforcement processes like contracts and guarantees play a considerable role in providing 

security for the agreement, the personal relationships among the parties also have a part 

to play (Kini 2000). According to Cook and Luo (2003), building trust is difficult, but 

losing it is easy, including considerable cost implications. Economists claim that trust is 

widespread in exchange relationships, specifically due to opportunistic behaviours (Hill 

1990).   

Trust engages a repeated exchange of roles between the trustor and the trustee; therefore, 

if one party is looking to be trusted but does not trust the other side, the other party sooner 
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or later will stop carrying out all the risk and stop the relationship, as a result, trust will 

vanish (Green 2016). Meanwhile, Sapienza and Zingales (2011) argue that trust is 

required in the contracts signed among financial firms. The way financial markets work 

may be affected by a diversity of social norms because the financial contracts include 

having to pay more money in the future for a specific loan borrowed today in the form of 

interest. Additionally, personal trust is more important in contracts that are relational 

because trust will be built when interactions are repeated over time. 

  In the current days, both institutional image and trust are important instruments for 

financial service providers as they face new challenges, like the increase of new 

technologies and the tough competition of using new channels for running businesses 

(Flavian et al. 2005). Trustworthiness and accountability for a corporation is fundamental 

necessity for attracting the financial resources needed to sustain its strategy. Corporations 

with a stronger reputation appear to face market instability better than those with a weaker 

reputation. Companies will benefit from their good reputation as a reservoir of goodwill 

especially during crises and even when the prices of their company’s shares are dropped 

(Mazzola et al. 2006).  

Grayson and Ambler (1999) show that the outcome of trust on progressing relationships 

depends to a great extent on the nature of the sector, and that effect can be seen more 

significantly in the service sector than for goods producers, as a result, trust can be more 

important in the banking sector as the nature of banking sector is a service provider. For 

example, Joseph et al. (1999) believe that using the latest technologies in banking services 

is a common phenomenon in developing countries and that new technologies such as cash 

machines, online banking and mobile banking are applied to cut down costs as well to 
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reduce uncertainties. Regarding trust in the financial institutions where banks are the 

major part of it, Roman (2003) believes that it is very important for financial institutions 

to build an atmosphere where people trust the industry and believe that it treats them 

honestly and their money is being handled with reliability.   

As the banking sector is a key element of the financial system, the same important role of 

trust in the financial system will affect the banking sector. And any negative experience 

with the financial sector will affect the banking sector, for example, Jansen et al. (2015) 

stated that negative experience of the past financial crisis affected trust in the banking 

system. 

 Trust is an important aspect in bank marketing and due to its role in the recent financial 

crises, it is becoming a differentiating feature and strategic factor in producing a balanced 

and constant process for both individual banks and the banking sector as a whole (TÓTH 

2009). Customers usually trust banks because they believe that banks are dependable 

especially if their previous experience with banks has been positive, and customers who 

showed slight confidence in their banks indicated that they do so because they believe 

that banks looking for their own interest only (Seegers 2016).  Handling customer 

complaints is an indicators of firm’s good quality. Firms should realise that customers 

leave banks because the firm failed to resolve their problem and it is one of the major 

indicators of consumer satisfaction (McDonald 2014). In a similar indication, Seegers 

(2016) showed that complaint resolving was one of the factors that lead to the 

development of trust in banks. Furthermore, it is very important for service providers to 

handle their customer complaints, inappropriate or slow treatment of complaints might 
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rationally be viewed by consumers as opportunistic attitude or as ineffectiveness (Ball et 

al. 2004), thus affects negatively on reliability and then on trust (Ganesan, 1994).  

Keeping cash at home is an indicator that people do not trust banks. For example, Stix 

(2013) believed that people prefer to keep their money at home is that their trust in banks 

is weak as a result of the previous bank crises. In Iraq, 77 per cent of the money in 

circulation is kept outside of the banking sector and it creates a tremendous concern 

because this made banks short on deposits. The main reason behind that is that people are 

reluctant to trust the banking system (Raheem 2016). 

Lastly, another factor that promotes mistrust is unfamiliarity, which means the lack of 

previous experience with the service provided or having trouble understanding the 

benefits of such services; developing trust needs an element of familiarity (Egger 2003). 

Trust develops when repeatable transactions are conducted between the seller and buyer. 

This factor plays a significant role in developing trust by KR banks because as Singh and 

Bradosti (2015) stated that Iraqi people are basically not aware of the benefits that banks 

can provide; as a result, citizens are reluctant to use banks.  

2.5 Transition economy 

The transition period can be described as moving from the period during which the state 

had absolute control over all aspects of life in society including financial and economic 

into a democratic form of administration and market economy as seen in Central Europe, 

the former Soviet Union countries, and in Asian countries like China, Laos and Vietnam. 

The transition period led to essential socio-economic changes in these countries and these 

economic and social changes occurred more rapidly than in industrialized developed 

countries where this process has lasted over decades (Wachtel et al. 2008).  
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Transition economies have attracted a great deal of attention over recent years due to their 

role in participating in the world economy and the different steps that they followed to 

become a market economy. According to Delis et al. (2011), a market economy is an 

economic system, where the intervention of the government in the economic activities is 

slightly observed, pricing and economic decisions are directed through the businesses in 

the market. Transition economies appeared after the split of the former Soviet Union in 

the late 1980s and early 1990s. Almost every country has experienced some period of 

transition in the last century, including the transition period during the collapse of the 

communist system. However, the transition period during the fall of the communist 

system is not comparable to any other transitions in other countries due to a large 

proportion of the transition happening in just three years (1989-1991). Despite this, the 

transition period during the fall of the communist system has attracted attention from 

many economists, policymakers and academics (Zecchini 2013).   

The aim of the institutional reforms in Central and Eastern Europe and (Former Soviet 

Union) countries was to move from a centrally planned banking system to the market-

based financial system. Before the transition, banks in the former Soviet Union economies 

acted like an accounting system for the state’s plans, they were not independent in 

decision making and there was not any competition ( Hersic 2007) this experience in 

transition economies can be useful when investigating the banking system in Iraq and KR 

because Iraqi and KR banks nowadays operate in an atmosphere which very close to that 

happened in the transition period where state banks controlled most of the banking 

industry and their performance is inefficient, and the country is in the process of moving 

towards a market economy. The aim of banks in the socialist economies before the 

transition period was to enable state-owned companies to complete their plans by 
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providing them with financial support, mostly without any collateral. Accordingly, when 

the Soviet Union and other communist states collapsed, many companies could not pay 

back their debts without aid from the government (Hersic 2007). 

 By 2005 the banking system in transition countries had grown considerably and 

diversified their services through a strong performance of the banks. For example, banks 

switched from lending to only enterprises to lending to households with a collateralized 

lending mechanism that includes most of the credit growth today (Wachtel et al. 2008).  

The share of the private banks in the total assets of the banking system is one of the 

measurements for the transformation of the role of the state in the banking system (Fries 

and Taci 2002). This shows the degree of the state’s withdrawal from direct control over 

the banking system. In Central Eastern Europe and the Baltic States (Croatia, the Czech 

Republic, Estonia, Hungary, Latvia, Lithuania, Poland, the Slovak Republic and 

Slovenia), the banking systems have developed as the state has pulled out from the direct 

supervision over banks. This occurred alongside institutional growth and reforms through 

the strengthening of the regulatory and legal frameworks which support both enterprises 

and household lending. The countries of South-eastern Europe (Albania, Bulgaria, 

Former Yugoslav Republic of Macedonia and Romania) pursued the same mechanism at 

a slower pace with some difference. For instance, they paid less attention to the 

privatisation and concentrated more on enterprise reforms (Fries et al. 2006). At the start 

of their transition period, these countries were identified by the complex economic and 

political situations especially misallocation of resources, trade flows, and macroeconomic 

imbalances (Fries and Taci 2002).  Gorton and Winton (1998) stated that banking and 

instability seem inherently inter-twined.and the issue of banking system stability in 

transition economies has received a great deal of attention since then as banking system 
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efficiency is important.  There is evidence that banking systems in transition economies 

were not only unstable but inefficient as well. For example, banks in transition economies 

created less credit compared to the banks in developed countries. Also, they provided 

finance for state-owned enterprises while these enterprises themselves were inefficient 

(Wachtel et al. 2008). 

If privatisation is carried out appropriately, it improves the banking system activities, as 

was seen in a number of Eastern European transition countries where the policy was 

successful and more effective than allowing the enterprises to stay in the state’s control 

(Nellis 1999). In addition, Fries and Taci (2002) stated that the existence of foreign banks 

in transition countries had a significant impact on the growth of customer loans. This 

impact led to a change in policymaking; which made it easier for the foreign banks to 

enter the country. While the privatisation of the banking system was slow, there are 

indications that private banks direct customer loans more efficiently than state banks. This 

is an indicator that shows the importance of the privatisation of state-owned banks in 

developing the industry. 

2.5.1 Bank crisis in transition economies  

The purpose of this section is to compare how close the current banking system in Iraq is 

similar to those in socialist countries before their transition. As previously noted, the 

banks in the transition socialist economies were characterised by weak performance, like 

many other firms, banks needed reform at the beginning of the transition (Bonin et al. 

1998).  

In the late 1980s, the central and eastern European countries along with the countries of 

the former Soviet Union started to extensively liberalise their economies leading to the 
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development of the concept of transition economies (Drakos 2003). The cornerstone of 

this transition was establishing an active and stable banking system (Saunders and 

Sommariva 1993). Before the transition period, the banking system in socialist countries 

was identified as inefficient in how they allocated their credits (Thorne1993). The 

development of modern banking systems in transition countries required some specific 

steps; the first step was breaking down the state’s monopoly bank into different banks 

and privatising a number of them. The second was licensing a number of private banks 

including foreign banks which increased competition among banks to offer a better 

service especially when the foreign banks were able to provide better services because 

they had modern technical systems which the domestic banks were missing (Saunders 

and Walter 1991; Bonin et al. 1998).  

In the transition economies like Central Europe and the former Soviet Union, an efficient 

banking system was almost non-existent and at the early stage of the transition period 

many newly established private banks lacked the ability to provide necessary capital and 

skills to compete with the dominant government-owned banks and existing private banks 

(Fries et al. 2002). However, they started to develop during the several years of instability 

and macroeconomic decline which was accompanied by a number of bank crises such as 

the Russian financial crisis in 1998 (Bonin et al. 2008).  

In an era of globalization, external factors played a significant role in the creation of 

crises, transition countries slowly stepped in to post-crisis development. Some of these 

countries like Romania and Moldova had significantly stabilised their banking system 

through successful banking supervision and regulations, which made a remarkable pace 

towards international and European standards in the field (Kovzanadze, 2008). One of the 
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main problems facing the transition economies is the lack of significant corporate 

governance to look after investors. Another obstacle is domestic finance hindering 

enterprise growth (Foo and Michelson 2003). The government in these countries started 

to intervene and created an environment to successfully deal with the bad loans and the 

weak banking regulations. The banking sector started to develop through fast movement 

in bank privatisation and bank consolidation which started in the late 1990s and early 

2000s accompanied by the participation of foreign banks (Bonin et al. 2008). 

The banking system in transition countries acted as indirect financial support to the 

troubled enterprises towards transition. Later these troubled institutions became a barrier 

for the banking reforms like efficient regulations and privatisation. These acts led the 

system into bank crises (Bulgaria in 1997 and Romania in1999), but finally helped to 

establish a stronger reform (Fries and Taci 2002). The reform was in the form of legal 

and institutional reforms in which they were required to redefine the role of the state in 

these economies, establish the role of law, and introduce appropriate competition policies 

as well as restructuring and privatization. This led to the creation of a feasible financial 

sector reforming the enterprises in these economies to render them capable of producing 

goods that could be sold in free markets and of transferring their ownership into private 

hands (IMF 2000). 

2.5.2 the Role of foreign banks in transition economies  

The entry of foreign banks into the transition countries has attracted the interest of 

academics and policymakers since the 1960s when the flow of international trade and 

globalization of capital markets started to boost (Lensink et al. 2008).  
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In transition economies, the role of foreign banking entry might be more important than 

non-transition countries as Nilsen and Rovelli (1999) show that one of constraints to the 

growth of developed economies is the lack of domestic savings, especially in transition 

countries. Foreign banks can be defined as one in which more than 50 per cent of their 

shares are not owned by the local residents of the country in which it is operating. For 

example, City Bank is a local bank to the USA and it is a foreign bank everywhere else 

around the world (Lensink et al. 2008). One of the features that differentiate banks in the 

transition countries from other countries in developing and emerging markets is that a 

high percentage of their assets are held in foreign ownership (Bonin et al. 2005). There is 

literature about the differences between the efficiency of foreign-owned banks and 

domestically-owned banks. Two main reasons are proposed, first, that foreign banks are 

less submissive to the credit allocation regulations than the local banks, and second that 

domestic banks may benefit from informational advantages like the country’s economic 

situation, language or politics when compared to foreign banks (Lensink 2008). The 

Central and Eastern European countries (CEEC) banking system has the highest rate of 

foreign banking entry (Mundial 2008). That might be useful for these countries as:  

“Neoclassical theory predicts that financial integration can foster growth in 
emerging markets because it permits capital from rich countries to be invested 
in economies with low savings but high growth opportunities” (Giannetti and 
Ongena 2007, p182).  

 

Focarelli and Pozzolo (2001) observed that for Organisation for Economic Co-operation 

and Development (OECD) countries, there is a positive correlation between foreign direct 

investment (FDI) and the ratio of exports to GDP. Weill (2003) believes that this 

observation supports the historical pattern of FDI that banks chase their clients. He also 

believes that empirical literature has shown a positive relationship between the share of 
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foreign banks and economic integration in developed countries and a positive link 

between the GDP growth of host country and the foreign bank entry. 

Weill (2003) also raised the question as to whether foreign -owned banks outperformed 

the locally owned banks. He points out that while there is no detailed study available 

about this, the general belief is in favour of foreign-owned banks for two reasons. First, 

as the foreign-owned banks have private ownership, they may receive an advantage from 

better control by their private shareholders and provision of better incentives for 

managers. Second, foreign-owned banks can use their international know-how to analyse 

risks and better inform the running of the enterprise.  

Levine (1997) believed that the benefits of foreign banks entry into a country would allow 

the country to have access to global financial capital, and improve the quality of financial 

services through bringing in the technologies that support the modern banking system. 

One of the factors that attracted foreign banks to the countries with transition economies 

was privatisation, for example when the Polish government privatized four of their local 

commercial banks in 1997, it attracted foreign banks especially when the Polish 

authorities asked the foreign banks to be engaged in the newly privatised banks. As a 

result, foreign banks dominated 60 per cent of the banking system assets by the end of 

1999 (Weill 2003). In some other countries for example in Hungary and Estonia, the share 

of the foreign banking assets was more than 90 per cent in 2002 (Haselmann 2006). 

Drakos (2003) shows that foreign bank participation directly or indirectly leads to an 

increase in the performance of the banking sector in transition countries. The more 

significant foreign banks become in transition economies is an important factor in forcing 

the entire banking system to become more efficient (Hassan and Lewis 2009).  
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However, the efficiency of foreign banks compared to domestic banks depends on the 

economic situation of the host country. Berger et al. (2000) conducted a study using 

developed countries of Germany, Spain, the United Kingdom, France and the United 

States, which showed that foreign banks were less efficient compared to the domestic 

banks in these countries, as domestic banks in these countries had higher cost and profit 

efficiency than their counterparts of foreign banks in these countries. These findings were 

supported by Lensink et al. (2008) who found that while foreign banks in transition and 

developing markets were more efficient than the domestic banks but in developed 

markets, the foreign banks were less efficient compared to the domestic banks because 

the banking system in developed countries is already very efficient.  

The government policy of the host country is also an important factor that stimulates 

foreign investment, particularly if that policy enables foreign investors to use and increase 

their own resources and capabilities. Thus, both the local government and the foreign 

investors have complementary interests regarding to institutional developments, although 

their interests’ conflict in other areas (Rugman and Verbeck 2001). Bevan et al. (2004) 

also discussed the collaboration between the host government and foreign investors, 

highlighting the fact that, this collaboration promotes the development of the host 

country’s institutions especially the private sector, fosters banking system reforms and 

supports the legal framework. Haselmann (2006) believes that this high share of foreign 

bank assets is a result of the privatisation of the banking sector with fewer entrance 

obstacles for foreign investors. Bevan and Estrin (2000) state that the cultural connection 

between the countries is another factor to attract FDI; for example, that the historical close 

cultural ties between Germany and the countries in Eastern Europe explain the German 

FDI share in these countries. Focarelli and Pozzolo (2001) show that the regulation in the 
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host country is another factor that affects the foreign banks entry; that tighter banking 

regulation decreases the foreign bank entries. Foreign bank entries do not always go easily 

as Mian (2006) concentrates on three distinct constraints which affect foreign banks 

behaviour when they enter an emerging economy. These are geographical or cultural 

distance, hierarchical distance and institutional distance and these distances cause higher 

agency, informational or enforcement costs. 

Current research also shows that bad institutions are more discouraging for foreign banks 

than for local banks, for example, banks try to select the entry mode which suits them the 

most through evaluating the advantages and disadvantages when they choose to enter into 

another country, they might choose to acquire local banks (acquisition) through a joint 

venture or through (Greenfield investment) setting up entirely new firms (Lensink et al. 

2008).  

Working in an environment with a different corporate culture, legal 
environment, or regulatory framework might increase the asymmetry in 
information and make it more difficult for the CEO of a foreign bank to design 
policies that are specifically tailored for the developing country (Mian 2006, 
p.1470).  

 

For example, a company might choose to enter through a joint venture when the host 

country’s regulatory system is risky for foreign enterprises (Lensink et al. 2008).  

According to Clarke et al. (2006), one of the differences between domestic banks and 

foreign banks might be that foreign banks tend to lend only to big firms and avoid lending 

to medium and small enterprises; the reason for this is that foreign banks treat the small 

and medium enterprise as not being transparent in providing information. However, 

Giannetti and Ongena (2007) suggest that the entry of foreign banks helps all sizes of 

firms in (CEEC) countries, although the lion’s share goes to big enterprises. Detragiache 
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et al. (2008) concluded that the institution is not that simple in that foreign banks have an 

advantage in dealing with only hard information based on credit history and detailed 

financial statements as it is difficult for them to depend on soft information due to the 

cultural and institutional space between its headquarter and subsidiaries. In contrast, 

Detragiache et al. (2008) concluded that domestic banks have an advantage from 

collecting soft information, thus domestic banks have an information advantage gained 

through a personal relationship with local businesses.    

The role of foreign banks entry can not only be summarised in accessing foreign capital 

but also reduces the troubles that face bank lending. In many developing economies, 

banks lend to firms with whom they have close connections or even cronies (Laeven 

2001). As a result, companies with closer relations with the banks receive funds even if 

they are inefficient, while newer firms with better performance might face credit 

limitations. Conversely, foreign banks tend to lend to firms with promising growth 

without considering whether these firms have any family connection with them (Giannetti 

and Ongena 2007).  
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2.6 Bank privatisation  

The political and economic policy of privatization is broadly defined as the 
deliberate sale by a government of state-owned enterprises (SOEs) or assets 
to private economic agents, it is one of the most important elements of the 
continuing global phenomenon of the increasing use of markets to allocate 
resources (Megginson, and Netter 2001, p321). 

 
 While supporters of state ownership rationalize government control over the business 

and the economy in three ways: firstly, state ownership can balance between the social 

and economic goals through ensuring that enterprises focus on social goals as well as on 

pure profit maximisation; secondly, state ownership can respond to the challenges 

economic efficiency especially during the market failures; thirdly, supporters of state 

ownership believe that due to information being asymmetric between the firms and the 

citizens, contracts cannot completely be written and enforced(Megginson 2005). But 

supporters of privatisation insist that bank privation will lead to a better and more efficient 

banking system for example Weill (2003) indicated that the motives for transition 

countries to go towards banking system privatisation were to increase competition, 

improve corporate governance in their banking system and efficiently allocate financial 

resources. In addition, Bonin et al. (2005) showed that the ownership of banks is of great 

significance as state-owned banks are less efficient when compared to privately owned 

banks and that the efficiency of the private banks is higher when the private bank has 

foreign ownership. Megginson (2005) points out that most parts of the global banking 

system shifted from state ownership into private ownership, especially in fast growing 

economic countries like China and India. He believes that what caused this shift in 

ownership was the accumulated evidence that state ownership was inefficient and the 

development of independent financial systems led to improved economic growth. Omran 

(2007) also suggested that moving from state to private ownership would lead to an 
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increase in profitability of the privatized firms as private management is more concerned 

about profit maximisation compared to state-owned management, and a better allocation 

of resources whether financial, technological or human. 

Nellis (1999) believes that privatisation engendered great benefits for most countries and 

firms around the world; it was an especially successful policy in Central and Eastern 

European countries, far better than in those enterprises which remained under state 

control.  

Lin et al. (1998) and Frydman et al. (2000) show that one of the reasons that made the 

communist firms inefficient was soft budget constraints inefficiencies which remained 

into post-communist transitions,  

Una and Navarro (1999) examined the technical process of bank privatisation in Mexico 

and they found that one of the prominent factors that became a barrier to the full 

achievement of bank privatization was the lack of prior improved legal and regulatory 

framework by the government. This is supported by Omran’s (2007) later work which 

showed that an enhanced supervisory and regulatory system is needed long before the 

privatization progression begins. Cornett (2010) compared the performance of privately 

owned banks and the state-owned banks between 1994-1997 in five countries, Thailand, 

Malaysia, Indonesia, Philippines and South Korea, and found that state ownership 

correlated with considerably poorer performance; even during the recession in 1997, the 

performance of privately owned banks was still better than of the state-owned banks.  

Clark et al. (2005) also showed that state ownership harmed enterprises especially in a 

competitive environment, thus privatisation of state-owned banks might enhance the 

banks efficiency and financial sector performance. Interestingly Clark and Cull (2002) 

http://www.sciencedirect.com/science/article/pii/S0378426605000452#bib56
http://www.sciencedirect.com/science/article/pii/S0378426605000452#bib40
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suggested that governments tend to privatise firms when their performance is poor and 

that inefficient state-owned banks especially those which are a fiscal burden for the 

government, are more likely to be privatised.  

During the privatisation period, complaints arose inside transition countries. Some of the 

complaints were justified, but they needed to be investigated. In some transition countries, 

many government officials criticized the operation saying it was too costly and not 

working properly. But those officials were afraid of losing the benefits of their closeness 

with the state-owned firms, which provided them with a great opportunity for rent-

seeking like using their government posts for their own benefits (Nellis 1999).  

2.7 Banking and religion  

Through its unique characteristics, Islamic finance grew fast in the international banking 

industry (Iqbal and Mirakhor 2007). One of the characteristics of Islamic banking is that 

any prearranged fixed amount (interest) on the principal amount is prohibited; the second 

key factor is that Islamic finance promotes the creation of extra wealth through profit-

making (Tabash and Dhankar 2014).  

The most important feature of Islamic Banking is that it promotes risk sharing 
between the provider of funds (investor) on the one hand and both the 
financial intermediary (the bank) and the user of funds (the entrepreneur) on 
the other hand (Iqbal et al. 1998, pp. 15–16) 

 
Therefore, Islamic finance encourages lenders and borrowers to share losses and profits 

in a reasonable style, Husman (2015) suggested that this kind of wealth distribution leads 

to real productivity. This sharing of profit and losses decreases potential moral hazard 

problems which face banks (Iqbal et al 2010).  

http://www.sciencedirect.com.ezproxy.uwic.ac.uk/science/article/pii/S0167268110001940#bib0175
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During the thirteenth century, churches prohibited interests in loans, based on the 

interpretation that people who borrow money are those who are less fortunate and looking 

for assistance from more fortunate rich people. However, this belief was unsuited to a 

mercantile society where loans on interests assist both borrowers and lenders and so 

society in general (Chown 1994).   

Islamic finance is not created through Islamic Extremist political movements or Islamic 

governments but has roots going back to the Qur’an’s injunctions; commercial law in 

Islam is as religious a function as marriage law (Vogel and Hayes 1998). Despite this 

tradition monetary policy in an Islamic economy is as important a tool as it is in any 

counterpart capitalist economy, but the tools and mechanism by which the system 

operates have to be different because of the prohibition on interest (Ahmed et al. 1983). 

The Islamic financial system which is practiced by Islamic countries, almost disappeared 

during the colonial rule of the European Empire and almost all Muslim countries accepted 

the western banking system and its business models. The modern Islamic financial system 

can be said to have started after the end of the Second World War (Vogel and Hayes 

1998). 

In the Islamic religion, interest in loans is forbidden from both the Qur’an and the sayings 

of the prophet Muhammad. There is no doubt that tension exists between the belief that 

Islamic economies should not only be compliant with the philosophy of Islam but also 

aid the socio-economic goals that Islam stresses (Ahmed et al. 1983). Interest taking was 

considered both sinful and illegal during the medieval age (Vogel and Hayes 1998). 

Muslim people have traditionally been against Riba (interest) throughout history. Islam 

prohibited interest on all kinds of loans, regardless of what purpose the loan is received 

for and at whatever interest rates. There were some attempts to separate interest and usury, 
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and also loans taken for consumption and production. There are also some arguments that 

Riba (any amount taken above the money loaned) is different from interests charged by 

banks, but these arguments are not accepted by the majority, and there is consensus that 

both Riba and interest is the same which is prohibited by Qur’an and Hadith, the sayings 

of the prophet Mohammad. (Ariff 1988).  

However, over the last two centuries, the global financial system has been based on 

interest and some Muslim countries have used this kind of financial system. Some Muslim 

scholars tried to introduce an alternative system but their attempts remained theoretical 

until four decades ago when key changes happened which started at the academic level 

followed by the institutional level to set up an interest-free financial and banking system 

in countries like Iran, Pakistan, Malaysia and Sudan  ( Ahmad 2000). A number of 

western banks like HSBC, Citibank, Bank of America Bank of Switzerland, Standard 

Chartered all now offer Islamic financial services to their clients, this is a clear indication 

that Islamic finance and banking has moved from the ambiguity of four decades ago to a 

key element in global finance today (Khan 2010). 

The prohibition of interest by Islam is not an indication that the capital is costless. What 

Islam prohibits is the predetermination of any fixed amount on loan. Instead, it instructs 

the owner of the capital to be given a share in the yields which also cannot be 

predetermined, and the owner of the capital is not allowed to ask for a fixed amount on 

its capital (Ariff 1988).  

The differences between the Islamic financial system and its counterpart, the capitalist 

system led to an expansion of the Islamic banking system to the extent that nowadays 200 

Islamic banks are operating in over 70 countries, mostly in the Islamic world, as well as 
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some non- Islamic countries (Khan 2010). It is regarded as a fast-growing sector if 

compared to the situation 30 years ago where the Islamic banking system was almost 

unknown (Hassan and Lewis 2007). Islamic products multiplied during the 2000s.  There 

are political, economic, demographic and financial reasons which led Islamic finance and 

banking to grow (Warde 2010). Among them is the rise in gas and oil prices that enhanced 

the economic situation of oil-rich countries so that even non-Islamic financial instructions 

have started to pay more attention to Islamic finance (Warde 2010).  

Long criticized for being overly conservative when it came to financial 
innovation, Islamic institutions felt vindicated when the sub-prime crisis hit 
much of the conventional banking sector in 2007. In that year alone, the 
Islamic sector grew by 33 percent (Warde 2010, P. 1). 

 
Despite the expansion of the Islamic banking system over the last 30 years, many people 

are concerned by its differences from the non-Islamic banking system as Islamic banking 

is inadequately understood in many western countries and even inside some Muslim 

countries (Hassan and Lewis 2007). Nevertheless, some Islamic financial products are 

similar to those of non-Islamic banking (Husman 2015). For example, a study by Chong 

and Liu (2009), indicated that Islamic deposits rates are not interest-free but are very 

much linked to the non-Islamic banking system. Khan (2010) also showed that among all 

the Islamic banks, very few of them are based on profit and loss sharing methods. In 

addition, religion can influence significantly the decision-making behaviour of Muslim 

consumers regarding using banks. Most Muslim customers use Islamic banks for the 

reason that they believe that these banks are compliant with Islamic beliefs (Hassan and 

Lewis 2007). In this regard, religion can also affect the Muslim customers not to deal with 

non-Islamic banks because it is not compliant with Islamic beliefs.  Since most of the KR 

people are Muslims, religion can play an important role in the perception of the people 
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regarding using banks; for example, Singh and bradosti (2015) showed that Islamic 

religion is one of the barriers that prevent banking operations in the KR from developing. 

Additionally, Trust and confidence also play a crucial role in consumer decision making 

within the Islamic banking context, confidence in Islamic banking has two steps, firstly 

the customer needs to develop confidence in the banking system and secondly, the 

customer also needs to have confidence that the bank is compliant with the Islamic 

principles (Amin and Isa 2008; Hoq et al. 2010). This suggests that customers might build 

trust in Islamic banks but still do not prefer to deal with them because they do not believe 

that those banks are compliant with Islamic principles. Indeed, there are some examples 

of Islamic banks that have been found to be not compliant with Islamic principles such as 

Al Baraka Islamic bank in Pakistan and Faisal Bank in Egypt (Khan 2010). Furthermore, 

there is debate among researchers regarding the compliance of Islamic banks with Islamic 

principles and some of them believe that Islamic banks are a copy of non-Islamic banks 

(Khan 2010) and they are different from each other only in the terminology they use (El 

Gamal 2001; Kuran 2007).  

Fungáčová et al. (2017) stated that trust in banks can be influenced by the religious point 

of view regarding interest taking as religiosity leads to increased trust in banks. In a 

similar statement (Guiso et al. (2004) showed that religious people tend to have more trust 

in banks.  

While Islamic banking became popular in recent decades, previous studies showed that 

awareness of customers regarding Islamic banking is weak and only aware that Islamic 

banks refuse to take interest on their loans (Okumus 2005; Khan et al. 2007). This weak 

customer awareness regarding Islamic banks made customers uncertain whether or not 
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the Islamic banks were fully in compliance with Islamic principles or not (Ashraf et al. 

2015)  

2.8 Banks and investment  

Banks are institutions that play a significant role as an intermediary between people who 

have surplus money and those who need money. By putting all the depositors’ money in 

a pool, banks can lend this money to borrowers. By doing that they will make a profit 

through the different prices of interest rates. Banks also can play a significant role through 

lending to investors and the private sector (Allen and Carletti 2008). Banks play an 

essential role in supporting economic growth; any contemporary financial sector 

participates in economic growth and improves the living standards through offering 

diverse services to the rest of the economy, these services include the facilitation of trade 

through clearing and settlement system, transferring funds between borrowers and savers 

(Bollard et al. 2011).     

Understanding the many roles that banks play in the financial system is one 
of the fundamental issues in theoretical economics and finance. The efficiency 
of the process through which savings are channelled into productive activities 
is crucial for growth and general welfare. Banks are one part of this process 
(Allen and Carletti 2008, P.1). 

Banks in the KR do not provide mortgages to prospective homeowners, nor do they lend 

to investors. The majority of the companies working in the KR are not big enough to 

finance their projects alone, instead, they need to separate the projects into smaller units 

and sell them to other individuals in order to gain enough finance to construct their 

projects (Maraan 2013). Additionally, the number of small and medium enterprises who 

gained a bank loan accounted for 5 per cent only (Nasr 2011)  

The banking sector in the KR is still at its beginning and for that reason is not as advanced, 

as it would be perfect when it comes to improving the investment atmosphere. Currently, 
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banks are mainly exploited for basic services like distributing cash, transferring money 

(this does not include all banks) and a place for saving money. Banks in the KR are in 

actual need to provide long term loans and help in growing the business environment 

through deploying advanced technologies and applying new policies that encourage 

additional economic growth (Saaid 2013).  Jawad (2014) agrees with that by indicating 

that the contribution of the banking and financial sector in Iraqi economic growth is low; 

it is an indicator that shows the weakness of the banking sector. Furthermore, the role of 

Iraqi banks in promoting investment in the country is weak, because banks in the country 

are not linked with the international financial system, this has made foreign investors 

hesitant to bring a large amount of money into the country (Kami and Bayoumy 2012).  

2.9 Information and IT in the banking industry 

Today’s business atmosphere is distinguished by its dynamicity and experiences due to 

the technological changes and innovations (Reeves and Deimler2011). The innovation in 

information and communication technology (e.g. ATMs, mobile banking, internet 

banking) has transformed the banking sector from an old-fashioned paper-based type of 

operations to a more modern, globally-connected technological operation that has great 

potential to increase efficiency (Ovia 2005). As a result, customer demands have 

increased. These changes affected the banking sector as they work in a very competitive 

environment determined by improved customer awareness and requirements (Agbolade 

2011). 

Information and Communication Technology (ICT) is the automation of 
processes, controls, and information production using computers, 
telecommunications, software’s and other gadget that ensure smooth and 
efficient running of activities (Agbolade 2011, P.103)  
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Communication in the banking sector has three direct influences on loyalty, satisfaction 

and trust, while the most important effect is on trust (Ball et al. 2004). The term 

relationship marketing is becoming relationship banking where it is beneficial for the 

banks to begin long-term relationships with their customers (Ritter 1993). Furthermore, 

the significance of constant interaction between the seller and the buyer has become one 

of the basic ingredients of relationship marketing; the purpose is to develop a long-term 

relationship between seller and buyer that benefits both parties (Mukherjee and Nath 

2003). Nowadays, banks can provide their customers with a convenient online service; 

this comfortable service terminated the traditional manual banking services as it is more 

reliable, cost-saving and competent (Osabuohien 2009). Before applying information 

technology in the banking sector, people should have waited and spent much of their time 

inside banks to be served (Ovia 2005).  

Furthermore, financial service industries, among them the banking sector, depend on new 

technologies to foster their development (Kannabiran and Narayan, 2005). The use of 

technologies by banks has provided different channels for their customers to interact with 

banks and transact their accounts (Hughes 2003). Furthermore, many studies concentrate 

on the benefits of e-banking, for example Baptista and Oliveira (2015) opined banks and 

other financial institutions can benefit from mobile banking. The service is not limited to 

a specific time or a place (Gu et al. 2009), hence there is a possibility that it may improve 

the quality of life for many people (Malaquias and Hwang 2016). Lastly, it reduces the 

transaction cost for banks (Calisir and Gumussoy 2008). 

While the adoption of new technologies (such as mobile banking and internet banking) 

are popular among many different countries around the world (Agarwal et al. 2009), the 

practice is rare in Iraqi banks, especially state-owned banks (largest banks in Iraq) who 
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have not invested in those technologies yet. Research conducted in India suggests that 

large banks regardless of which sector (private or public), tend to implement electronic 

banking procedures more easily than small banks (Malhotra and Singh 2007). They 

indicate that the reason behind that might be the customer loyalty that banks experienced 

before they go online while another reason could be the financial stability of the large 

banks.  But in Iraq, the two largest banks which are state-owned banks did not show any 

effort regarding implementing e-banking.  

Even though that relationship between a bank and a customer begins from the traditional 

banking system, not online banking, a quite large number of the studies (Kannabiran and 

Narayan 2005; Agarwal 2009; Alalwan et al. 2017; Barkhordari et al. 2017) focused on 

internet banking and online banking. Traditional banking can be defined as a bank that 

provides the services in one of its brick and mortar branches, not over the internet. Chiou 

and Shen (2012) believed that the experience of customers with traditional banking 

determines whether or not they adopt online banking systems such as internet banking 

and mobile banking, in addition, trust in the traditional banking systems will encourage 

the customers to use online banking (Montazemi and Saremi 2015). Furthermore, trust in 

the banking system starts from traditional banking then shifts to online banking (Liao et 

al. 2016).   

While trust is an important factor for physical offline transactions, consumer trust appears 

to be even more crucial in online transactions (Kim et al. 2008). According to Hoffman 

et al. (1999), there are substantial barriers to ubiquitous consumer adoption of online 

commerce. A primary obstacle preventing consumers from purchasing goods and services 

online is their lack of trust in online retailers. Furthermore, trust is one of four roles 

that Bailey and Bakos (1997) found to be of increasing importance as markets move from 
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physical space to Internet space because of limitations of the electronic medium to gauge 

the trustworthiness of a trading partner. 

Additionally, Hanafizadeh et al. (2014) believed that trust, education and resistance to 

change have a considerable influence on consumer’s attitudes regarding adopting e-

banking. Furthermore, Kim et al. (2008) showed that e-banking appears to have a higher 

risk than normal banking and trust is a crucial factor that helps to adopt e-banking. 

On the other hand, lack of strong customer protection law is believed to be a key obstacle 

to electronic commerce adoption (Zugelder et al. 2000). In this regard, strong legislation 

regarding electronic banking is needed to develop confidence among customers who 

would like to adopt electronic banking. Furthermore, the quality of the internet available 

in the country is another factor that affects electronic banking adoption, especially in 

developing countries (Al-Sabbagh and Molla 2003).  

According to Kami and Bayoumy (2012), the current banking law in Iraq needs to be 

changed in order to help improve the banking system because the current law is the same 

as the previous era. Additionally, the internet shutdown is popular in the Middle East, 

especially during demonstrations and government protests, in Iraq, the government shut 

down the internet for many days in many occasions, each time for a specific reason, for 

example in 2016 the government shut down the internet so that students could not cheat 

in exams (Burgess 2016). Another example is in 2018, during the anti-government 

protests; the government ordered the internet provider to shut down the service for many 

days leaving the country disconnected from the outside world (Kaletovic 2018).  

Furthermore, adopting electronic banking in a country depend momentously on how 

much consumers trust the banking system in the first place (Boateng et al. 2016). In this 

regard, it will be much easier for banks to encourage their customer to use electronic 
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banking if they already established a strong trust among their customers (Chaouali et al. 

2015). This made it difficult for Iraqi banks to go online as they still could not establish 

trust among the public. Regarding the banking system in Iraq, The state banks which 

dominate the banking system in Iraq using out of date technologies, while private banks 

are moderately more advanced than the state banks, but they still need to update their 

technologies so that provide better services for their customers (Fernandes et al. 2012). 

Meanwhile, Riyadh et al. (2016) indicate that Iraqi bank staff still do not have an apparent 

understanding of e-banking and there is not a clear intention to adopt e-banking. One way 

to encourage the banks in Iraq and KR to use more technologies can be through 

establishing new private banks using developed technologies so that it can pressure other 

banks to think about electronic methods.  

For example, in India according to Kannabiran and Narayan (2005), the presence of new 

private banks pressured the state-owned banks to adopt information technology services 

if they want to stay competitive as the new private bank’s strategy is centred around a 

well-built IT infrastructure.   

2.9.1 Culture and Information Technology  

According to Twati and Gammack (2006), one of the factors that affect the acceptance of 

new technologies is culture. Furthermore, Levy (2007) stated that if recent technologies 

are adopted in a specific culture it does not mean that it will be accepted in another culture.  

In this regard, it is important for this study to investigate the Iraqi culture. 

Hofstede et al. (2010) identified five main cultural dimensions to illustrate the culture of 

any specific country which are individualism-collectivism, power distance, uncertainty 

avoidance, masculinity and future orientation. These cultural dimensions can be used to 

differentiate between the different cultures.  
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This research focuses on three cultural dimensions as it is not useful to use all of the 

dimensions, in this regard, (power distance, uncertainty avoidance and future orientation) 

were purposely chosen in order to investigate the culture of Iraq.  

Hofstede et al. (2010, p.61) define power distance as:  

The extent to which the less powerful members of institutions and 
organizations within a country expect and accept that power is distributed 
unequally. 

 

Power distance also can be defined as to what extent a specific culture accepts hierarchy 

or to what extent less powerful individuals in a society accept the power to be distributed 

unequally (Sale 2004). Culture in this dimension is divided into two types which are high 

power distance culture and low power distance culture. In low power distance cultures, 

leaders and top management are less worried about the status and they tend to listen to 

less powerful members while subordinates also tend to participate in decision making 

through presenting their suggestions (Chan and Cheung 2008). While in high distance 

cultures, leader and people with the superior positions are more likely to reject two-way 

communications, as a result, there is less space for individuals with inferior positions to 

participate in the decision-making process (Fletcher 2001). 

 According to Hofstede Insights (2018), the culture in Iraq is high power distance culture 

which means that if individuals with less power want to change anything in the system, 

they more likely must get approval from their superiors. In this regard, if bank managers 

want to insert new technologies into their banks, they need to get approval from their 

superiors and there is a great chance that their suggestions will not be heard.  

Hofstede et al. (2010, p.191) define uncertainty avoidance as “the extent to which the 

members of a culture feel threatened by ambiguous or unknown situations”. Furthermore, 
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McCoy et al. (2007) stated that people with high uncertainty avoidance are reluctant to 

accept changes and risks while people with a low uncertainty avoidance culture are more 

willing to take risks and more open to experience new ideas and changes. In addition, 

Downey et al. (2005) stated that people in high uncertainty avoidance cultures are less 

open to new technologies. According to Hofstede Insights (2018), the culture in Iraq is 

distinguished by high uncertainty avoidance. In this regard, Iraqi people are reluctant to 

new technologies such as electronic banking services as they are more likely to avoid the 

risk and are unenthusiastic about new ideas and changes.  

Lastly, future orientation means that some cultures are ready to postpone temporary or 

short-term fullfilment in order to gain future success while some other cultures 

concentrate on the past and present and believe in short term gratification. According to 

Hofstede (2001, p. 359):  

“Long Term Orientation stands for the fostering of virtues oriented towards 
future rewards, in particular, perseverance and thrift. Its opposite pole, Short 
Term Orientation, stands for the fostering of virtues related to the past and 
the present, in particular, respect for tradition, preservation of face and 
fulfilling social obligations” 

He also stated that long term orientation cultures easily adapt to changed circumstances, 

while short orientation cultures believe that their traditions are sacrosanct and have fixed 

norms regardless of the circumstances.  According to Hofstede Insights (2018), Iraq 

scored low in this category which means that Iraq has a short orientation culture. This is 

an indication that Iraqi culture prefers to focus more on the past and present than on the 

future and less easily adapt to changes. Applying advanced technologies in the banking 

sector is a changing environment for the banking system and when it comes to Iraqi and 

KR people, adapting to this change is not easy. 
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Looking back at the research aim and objectives, this chapter is in line with the objective 

that was created in chapter one. For example, this chapter investigated the trust use of 

banks within the banking system in Iraq and the KR banking system. This is consistent 

with objective one of this research, as the chapter indicates that consumer use of trust in 

banks is very low.  The chapter is also in harmony with research objective two as this 

chapter clearly identified the factors that promoted distrust in the banking system. It states 

that there are a number of factors such as fewer numbers of bank branches, its 

underdeveloped banking system, and also religion and technology.  Meanwhile, the 

chapter is consistent with research objective three where it indicates that people mainly 

lost their trust due to some factors such as losing their deposit in previous times as a result 

of successive wars that happened between Iraq and other countries such as the Iran-Iraq 

war and the invasion of Kuwait by Iraq and lastly the invasion of Iraq by coalition forces. 
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2.10 Summary  

The activity of banking existed since the growth of civilizations which can be traced back 

to Babylonia and Hammurabi. The banking service nowadays has a significant role in 

developing the economies of any country through accepting and keeping the deposits 

from customers and allowing their customers to withdraw their deposits at any time, also 

through lending many to those who need money and providing the customers with 

different types of financial services.   

After the financial crisis around the world in 2008, there has been enormous concern 

about how banks can develop the trust they lost.  The concept of trust became an important 

interest in many disciplines especially in commercial exchanges and business-customer 

relationships; trust exists when one party has confidence in an exchange partner’s 

reliability and integrity. In the past when communities were not large, people who knew 

each other conducted trade among themselves and trust or mistrust grew naturally. But 

nowadays, people conduct their trade and transaction with strangers, trust is an important 

factor in conducting such transactions.  

Banks in Iraq and the KR have lost their role in the economy of the country mainly 

because they lost their trust among the public and because they are very underdeveloped 

and the whole economy of the country is going through a transition from a state planned 

economy to the market economy.  

There are many examples of the countries that went through transition, especially the 

countries in the Former Soviet Union. Most of these countries had a successful transition 

period when they privatized their state enterprises, which then lead to attracting the FDI 

into their country, especially foreign banks and those foreign banks helped in improving 

the banking sector of those countries in a significant manner.  
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As Iraq is a Muslim country, the role of religion in the banking system is significant, and 

most Muslim countries and even Non-Muslim countries with minorities of Muslim 

population has paid big attention to adopting Islamic banks because the non-Islamic banks 

are based on interest-taking which is totally forbidden in Islam.  

Technological development improved the performance of many sectors including the 

banking sector around the world but the Iraqi and KR banks still did not benefit from this 

technological development and they still use old paper-based procedures for their day-to-

day works. 

The next chapter focuses on the research methodology and the methods that this study 

has adopted also presents the data collection process and analysis.  
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Chapter Three: The Context and History of the Banking Sector in the Kurdistan 
Region 

3.1 Introduction  

This chapter will give more detail on the context and history of the banking sector in the 

KR. And pays attention to the money creation process and also any firm evidence that 

there was trust in the banking sector that was lost. It also discusses the theory of financial 

intermediation to reiterate the role of banks in the economy 

3.2 The context and history of the banking sector 

As indicated before in chapter two, the KR is a federated region in Iraq with its own 

government and parliament since 2005. Before that date, it was a part of the Republic of 

Iraq; as a result, the history of the KR banking system is the same as the Iraqi banking 

system. Meanwhile, it is still the responsibility of the Iraqi central bank to licence new 

banks for the whole country including KR.  

The Iraqi banking system went through several stages, starting in 1867, the oldest of 

which was the Ottoman Bank, the British East Bank in 1912, followed by the Shah Bank 

in 1918. These banks remained the monopoly of commercial banking in Iraq until the 

year 1935, as this stage was marked by the concentration of foreign bank branches in the 

main cities, with a focus on granting short-term credit to the commercial sector aiming to 

achieve the highest profits and encouraging imports from Britain while neglecting the 

industrial and agricultural sectors and depriving them of banking services. This stage has 

witnessed the issuance of the Iraqi Currency Law No. (44). Since the year 1931, according 

to the law, the Currency Committee was established and is based in London (Al-Shamari 

2015). Then the second stage began, which was the establishment of the Iraqi national 

bank in 1935, alongside the establishment of the Agricultural Bank. This became the 
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Agricultural and Industrial Bank after 1940. In 1941, the Rafidain Bank was established 

as a single commercial government bank, and then the Central Bank of Iraq was 

established in 1947. The Real Estate Bank, the Cooperative Bank and the Bank of 

Mortgages were established in 1948, together with a number of Iraqi private banks such 

as Credit Bank, United Bank and more than 15 branches of foreign bank branches were 

opened which were mostly affiliated to Lebanese and Jordanian banks (Irfad 2014).  The 

banking system during that period was quite successful in helping the economy of Iraq, 

especially the industrial and the agricultural banks where many farms and factories were 

built through borrowing from those banks (Ghazala 1957).   

In 1965, the Iraqi government nationalized all private commercial banks and branches of 

foreign commercial banks as an imitation of the Egyptian socialist government at that 

time. Then all the accounts of the nationalized banks were transferred to the Rafidian 

state-owned bank, which was under the supervision of the ministry of finance. This 

movement required the Rafidian bank to increase its branches in order to reach its entire 

customer; however, the bank lacked the required human resource skills to handle such a 

complex network. Additionally, the process of nationalizing banks encouraged the finest 

bank managers to leave the banking industry and it also made some foreign investors stop 

dealing with them. All these factors resulted in the deterioration of the effectiveness and 

quality of the banking system (CIA 2007). The next phase started after the1970s, where 

a number of papers show that the Iraqi banking system during the 1970s and 1980s started 

to grow and play a substantial role in the Iraqi economy. In a way the Rafidain bank, the 

biggest state-owned bank in the country was one of the most respected financial 

organisations in the Middle East (Taylor 2003). The last phase started after the 1990s 

where the banking system in the country started to deteriorate and lose trust among its 
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citizens. According to Dabagh (2019), the roots of distrust in the banking system goes 

back decades, specifically to the 1990s, when the sanctions imposed on Saddam Hussein's 

regime caused the isolation of Iraq from the world and during the US-led coalition entered 

the country in 2003, widespread looting and emptying of banks. In another statement, 

Debakh (2020), states that citizens used to trust the banking system until the Gulf War in 

1991, but after that, the Iraqi citizen lost their trust in the banking system in three stages, 

namely the period that followed the Gulf War in 1991, then the US invasion of the country 

in 2003, and finally in 2014 when the Islamic State took control of large areas of Iraq. 

Another reason behind the accustomed distrust in the banking system is the results of 

years of financial instability and uncompensated deposits which were lost during that 

time. In the meantime, Sommer-Houdeville (2017) reaffirms the views that the distrust in 

banks started after 1991 by stating that the chaos that happened after the demolition of 

Saddam’s regime created an environment for looters to rob government buildings 

especially the banks, some looters even were specialists in blowing up the bank vaults. In 

another statement, a report by USAID (2008) reaffirms that the distrust in the Iraqi 

banking system started after the 1990s because this lack of confidence was linked to 

deposit losses in the 1990s when the Iraqi government limited depositor withdrawals to 

400 Dinars per month due to wartime funding requirements, in some cases, the 

government stopped depositors from withdrawing their deposits during the 1990s.  

 This instability in the banking system has created a prevailing public culture in the 

society in a way that people still look at the banks conservatively and avoid dealing with 

cheques or other banking instruments. In addition to the inability of some banks to fulfil 

their obligations towards customers, which created and embodied the lack of confidence 

in the banking sector a big problem for the country, this distrust promoted a strong 
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inclination towards cash, especially when salary payments for both private and public 

sector employees are mostly paid in cash rather than through the banking system 

(Abdallah et al. 2015). Meanwhile, the loss of confidence in Iraqi banks, after many of 

them went bankrupt and the depositors 'money was not returned, forced many fund 

owners to put their money in neighbouring countries banks such as Iranian and Jordanian 

banks (Debakh 2020). This issue is demanding a review of the work of Iraqi banks and 

banking policy to restore citizens' confidence in them.   

 However, the KR banking system has an extraordinary regulatory system, determined by 

the location of the banks, directed by two different Central banks which are CBI 

Sulaimanya and CBI in Erbil which are the two biggest cities in the region, as a result, 

the banking system in the KR does not have a united supervisory Central Bank, and their 

coordination with CBI Baghdad is limited. Both CBI in the KR can regulate banking 

activities in their region and coordinate with CBI Baghdad only in essential monetary 

exchanges (USAID 2008). The banks in the KR went through another crisis after the 

central government in Baghdad stopped sending the KR budget in 2014. As a result, trust 

in the financial institutions again decreased because people were worried to deposit their 

money in the banks since they were afraid that they could not get their money back when 

they needed it (Kalin 2015). For instance, According to a Middle east research institution 

(2016), one of the factors that increased the widespread distrust between the people and 

the banks is that the KR government seized deposits in banks during the period of the 

financial crisis in 2015 which had a negative impact on the economy as well.  In the 

meantime, private banks nearly gave up their usual job, such as lending credit, giving out 

loans and providing credit letters as a result of default risk, instead they turned to find 
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profit through currency auctions frequently held by the Central bank of Iraq (Al-Shaher 

2013).  

 The conflict between the Iraqi government and ISIS has affected the Central bank and 

many commercial banks, according to World Bank Group (2018), the losses are amounted 

to be IQD 11.8 trillion (US$ 10 billion) as one of the central bank branches and 121 other 

commercial bank branches have been bankrupted or destroyed.  According to a report by 

World Bank Group (2017), the CBI cannot efficiently oversee the state-owned banks. 

Besides, its supervisory ability on private banks is not strong, especially in the KR due to 

the conflicts between the central government and KRG after 2014 over oil revenues, KR 

drained cash from its state-owned banks and the link between the Central bank and the 

KR banks has cut, as a result, to an extent, the KR banking system left unregulated and 

unsupervised. Furthermore, after ISIS controlled some regions, most of the banks in that 

regions have been looted and destroyed. All of these reasons have made the banking 

system exposed to more shocks. Another issue that faced the KR banking system is that 

the level of professionalism in the work of private banks has been questioned by officials 

of the Central Bank of Iraq with regard to their real capabilities and desire to support the 

economic growth of the country. Meanwhile, the effectiveness of banking supervision 

has been questioned, and the auditing standards have been negligent (Alnwab 2017). In 

the intervening time, another problem faced the banking system in the region is 

corruption, according to Dabagh (2019), trust in commercial banks, including Islamic 

ones, is not strong, because of some practices that some banks have worked with as a 

result of controlling them by some politicians who have become obvious in the banking 

business. Therefore, the banking business has been interfered with by politicians to a 

substantial degree. Meanwhile, political disputes related to the work of the Central Bank 
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and banks as a whole have led to a lack of trust in the banking system and eroded the trust 

by international banks in the Iraqi banking system (Dabagh 2019). 

3.3 Financial intermediary role in the economy  

Traditionally, transaction costs and asymmetric information are two main motives for the 

existence of intermediation.  

In the traditional Arrow-Debreu model of resource allocation, firms 
and households interact through markets and financial intermediaries 
play no role. When markets are perfect and complete, the allocation of 
resources is Pareto efficient and there is no scope for intermediaries to 
improve welfare (Allen and Santomero 1998, P. 1463).  

The opinion that financial intermediaries do not have any participation in the transactions 

between households and firms is different from what is detected in practice. Many studies, 

whether theoretical or experimental, have shown that there is a strong positive 

relationship Between banking intermediation and economic growth, through the role it 

plays in directing resources needed to fund projects and create-value added (resource 

optimization), in both developed or developing countries.  For instance, Goldsmith (1999) 

McKinnon (2011) analysed the role of the financial system in particular Banks in 

economic growth, the main idea that came out of these studies and models is that the 

effective performance and development of banks have a positive effect on economic 

growth because it permits converting large sums of capital from savings into investments, 

and the opposite is true when banks are underdeveloped or non-existent. Financial 

intermediaries do not only play a significant role in economic growth but also help the 

financial system to develop (McKinnon 2010). In the meantime, according to Levine 

(1997), the financial intermediary facilitates diversifying, trading, pooling of risk and 

allows a good distribution and utilization of financial resources. Moreover, it also allows 
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good monitoring and follow-up of managers and institutions by shareholders, helps the 

mobility and development of domestic savings, andt makes the exchange of goods and 

services easier. In order to be able to determine the nature of financial intermediation, as 

evidenced by its name, it mediates between two parties: the surplus funds and the deficit 

funds. Intermediaries are responsible for directing the surplus wealth of the surplus class 

to the most in need of the deficit class. As a result, they profit through directing those 

funds. Thus, the intention of the financial intermediary is to manage the money of those 

with a surplus, and not to own it (Al-Khazraji 2010).  

In the meantime, financial intermediaries can be defined as economic units that constitute 

a link between the funds seeking investment and the investment researcher for money 

(Scholtens and Wensveen 2003). Since the financial intermediary is an institution that 

mediates between the ultimate borrowers and the ultimate lenders. By doing that,  they 

allow the lending and borrowing process to be divided into two separate transactions, 

financial intermediary borrows from the final creditors, and thus the mediation process 

includes a bilateral swap of financial rights, where the mediator offers himself a right to 

his creditors in exchange for cash using the money obtained from that to create financial 

rights to the ultimate borrowers. Thus, they can act as a facilitator of risk transferring and 

deal with a complex maze of financial markets and instruments (Pyle 1971).  

Financial institutions that provide the service of financial 
intermediation; transforming assets that are less desirable into assets 
that are preferred by the public (i.e., their own liabilities). Financial 
intermediaries are in the business of borrowing on a short-term basis 
and making long-term loans (maturity intermediation), risk reduction 
through diversification, providing low-cost contracts, and facilitating 
payments (McDonald 2011, p. 170).  

Banks had a great share in the financial intermediation in the last centuries, according to 

Allen and Santomero (1998), banks and insurance companies had great participation in 
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converting savings by households into investments in the companies during the 

nineteenth and the early twentieth century, because banks accept deposits from 

households and provide loans to the investment organizations. While banks are 

considered to be one of the main financial intermediary components, they cannot fulfil 

their role as an efficient player in the financial markets if they are not well developed and 

competent. Especially when there are some obstacles in front of their activities. For 

example, McKinnon (2010) concludes that government intervention like interest rate 

limitation and directing financial resources negatively affects the efficiency and progress 

of the banking system. In this regard, when looking at the banking system in the KR, their 

role as an efficient financial intermediary can be seen as very limited and sometimes is 

not noticeable. One reason behind that is that they are not well developed. For instance, 

Alnwab (2017) states that other internal issues which the Iraqi banking system has 

suffered, for example, gaps in data collection on banking transactions in the northern 

region and the role of political parties in transactions and procedures in a way that political 

families use bank money for their own projects. Concurrently, KR banks could not 

participate in building the economic infrastructure due to the poor banking system and 

the failure of these banks to fulfil their obligations towards the Iraqis. Iraq still lacks legal 

legislation to guarantee deposits in banks (Debakh 2020). As mentioned above, one of 

the main functions of financial intermediaries including banks) is channelling resources 

from surplus funds into deficit funds. But the banks in the KR could not accomplish this 

task because they could not attract deposits from the surplus funds as most of the people 

in the region do not put their money in the banks as they do not trust them. Besides the 

banking system in Iraq does not have the capability to attract depositors and preserve their 
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money (Debakh 2020). In sum, financial intermediaries in Iraq and KR did not play their 

role as facilitators of resource allocation; also their role in economic growth is trivial.  

3.4 Financial intermediaries and money creation  

In order to understand the notion of money creation in an economy, it requires a 

separation between two types of reserve systems which are fully reserved and fractionally 

reserved deposits. A fully reserved deposit means that the demand deposits cannot be lent 

out to others, while fractional reserve deposits mean that banks can lend a fraction of the 

deposits they collected, by doing that, they create money through interests they take on 

those loans. Banks created most of the money that exists in today’s economy, as bank 

account money, the money created by banks, comprises of 95% of the money that exists 

in today’s economy and only 5% of the money exists in physical cash (Ravn 2015).  

Commercial banks create money, in the form of bank deposits, by 
making new loans. When a bank makes a loan, for example to someone 
taking out a mortgage to buy a house, it does not typically do so by 
giving them thousands of pounds worth of banknotes. Instead, it credits 
their bank account with a bank deposit of the size of the mortgage. At 
that moment, new money is created (Mcleay et al. 2014, p.11) 

When the reserve requirements are low, banks can lend more loans, but when the reserve 

requirement is high, banks should keep most of their collected deposits in their vault or 

in accounts with Central Banks. Also, when money in circulation outside the banks (like 

in Iraq) is greater than money that exists in the banks, the ability of banks to create money 

will decrease (Mohammed and Sahar 2016). 

Banks need to reserve a portion of their deposits so that they can meet the depositors 

withdrawal demand at any time because if the banks delay such requests, it will damage 

the reputation of banks and the confidence of depositors will blow up. As a result, this 

encourages the depositors to withdraw their funds and eventually lead to bankruptcy (Al-
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Sirafi 2007). In Iraq and KR, this bank illiquidity happened on many occasions as it was 

discussed in this chapter, and it is one of the reasons that people lost confidence in the 

banking system.  The reserve ratio which is determined by the Central Bank of Iraq is 

25%, whether deposits are in dinars or dollars. 20% of deposits are kept with the central 

bank in the reserve account, while the remaining 5% of the reserve is kept in the 

commercial bank as a cash asset, while government deposits are subject to a rate of 75%. 

This is because they are designated deposits within the yearly budget and are subject to 

withdrawal (Al-Kazraji 2010).  

Iraq has a different banking system compared to the banking system in developed 

countries. Banks in most countries keep a small portion of their deposits in the form of 

reserve and will lend most of their deposits to qualified borrowers. They do that because 

depositors are expected to withdraw a small share of their deposited money only when 

they need it; but the banks in Iraq cannot function in this way because depositors are 

expected to withdraw all their money in large unpredictable amounts (DeWeaver 2016). 

The monetary policy tools used by the Central Bank of Iraq contribute to some extent in 

controlling the entire money supply and its main components partly, and that the creation 

of money is at the lowest point, it did not exceed (one) between 2003-2014, which 

indicates that the offered cash by banks and the basic cash is very similar, in addition to 

the fact that money supply is strongly affected by the government policies (Mohammed 

and Sahar 2016). 

One factor that encourages citizens to deposit their money in banks is financial inclusion. 

When financial inclusion is poor, it promotes people to use cash instead of banks; as a 

result, the money created by banks decreases. Sarma (2012, p. 5) defined financial 

inclusion “as the ease of access, availability and usage of the formal financial system by 
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all members of the economy”. The low level of banking inclusion in Iraq refers to many 

factors such as the low level of banking spread and density in that there is only one bank 

branch for about (30000) citizens. This ratio is very low when compared to neighbouring 

countries such as Kuwait, Saudi Arabia and Lebanon. In the meantime, the availability of 

ATMs is also very low in that there is one ATM for 25000 citizens and those ATMs are 

mostly attached inside the banks where the customers need to visit the bank even if they 

want to use ATMs only (Khalaf and Ali 2017).  

Citizens who open bank accounts will take advantage of the financial services provided 

by the banking system, which will positively reflect on their private lives. Through 

activating savings and developing their businesses; noting that the high rate of financial 

inclusion will lead to reducing the cash at homes and reduces money hoarding which is 

becoming an issue in Iraq including the KR (IPBL 2018). The manifestations of hoarding 

money in Iraq takes on different dimensions, namely: physical hoarding, such as gold, 

jewellery and precious treasures, and the hoarding in the Iraqi dinar, which accounts for 

77% of the currency in circulation outside the banking system. There is also hoarding in 

foreign currencies (Salih 2018). Money hoarding weakens the strength of the national 

economy by turning its savings; which supports the income and production courses, into 

faltering leaks in the income cycle, or weakening production opportunities and sustaining 

economic activity. According to a report by the ministry of finance in 2018. The 

successive political crises in the country, the nationalisation of banks in the past decades, 

and the seizure of depositors' money have caused Iraqis to lose confidence in banks, which 

led to storing money in home; therefore the funds deposited in banks do not exceed 15% 

of the size of the Iraqi monetary block. In a statement by the Central bank of Iraq in 2020, 

the CBI urges the people of Iraq to deposit their money into banks because the CBI 
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noticed that most of the Iraqi money is stored in boxes at homes. The CBI justified 

proposal based on the fact that paper money will increase the risk of spreading 

Coronavirus and cases of theft and money fraud.   

 A competent financial sector stimulates the private sector development because a larger 

number of people will benefit from the investment opportunities. Nevertheless, the KR 

banking system is poorly developed and caused low access to finance particularly for 

small and medium-sized companies because banks do not participate in the primary 

purpose of providing loans to the economy, the real sector or long term financing. This is 

clarified partially due to the climate of distrust prevailing in the banking sector caused by 

recurrent financial turmoil in the country (World Bank 2016). This climate of turmoil 

created an environment where the collaboration between banks and the private sector is 

very low. For instance, the 2011 Enterprise Survey for Iraq confirms that few firms rely 

on the banking sector. Of firms in Erbil and Sulaymaniyah, 3.2 per cent and 3.1 per cent, 

respectively, report that they had a bank loan or credit, while this figure is bigger in 

countries in the Middle East and North Africa region which is 20 per cent. Meanwhile, 

few companies stated that they used banks to finance working capital and no companies 

stated that they benefited from banks to finance their investment. Although, the CBI does 

not force private banks to reserve all their deposits in cash, many of them, especially 

banks listed on the Iraq Stock Exchange, appear to hold around 97% of their cash deposits. 

For many countries it is desirable for banks to have a fractional reserve system as it fuels 

investment and economic growth. But in Iraq, this fractional reserve is not practiced by 

banks because the country benefited from its oil to promote the investment. As a result, 

banks in Iraq and KR did not participate in the money creation process in a significant 
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way because they cannot attract or collect the money circulating outside banks which 

accounts for more than 77 per cent.  

3.5 Conclusion  

This chapter focuses on the evidence which confirms that there was trust in the banking 

system which was subsequently lost after 1991. It also introduced the theory of financial 

intermediaries and showed that the banks in the KR do not fulfil the intermediary function 

as a resource allocator. Lastly, it highlighted the money creation in the Iraqi and the KR 

economy and showed that the banks have not effectively participated in money creation. 
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Chapter Four: Research Methodology 

4.1 Introduction  

This chapter discusses the research methodology that was implemented to carry out this 

research. It provides an explanation of the research approach that was used to answer the 

research questions outlined in chapter one. The chapter starts by discussing the research 

design that has been offered by some researchers and investigates the research philosophy 

that has been chosen for the current study. This is followed by an explanation of the 

inductive and deductive research approaches. The next section discusses the 

methodological choices and the research strategy that was chosen, followed by an 

explanation of the research time horizon and the research techniques and procedures that 

were used. The research validity and reliability, ethical consideration, triangulation and 

the generalisability of this research is also reviewed in this chapter. 

4.2 Research design  

Research is defined as a detailed study of a specific problem or phenomenon examined 

by a researcher with the purpose of resolving it (Brewerton and Millward, 2001; Creswell, 

2007; Bryman and Bell, 2007). Myers (2009, p.6) defines research as “An original 

investigation undertaken in order to contribute to the knowledge and understanding in a 

particular field”. Myers also indicates that research is normally about investigation issues 

of an empirical and conceptual nature, performed by people who possess a special 

understanding about the subject, including theories and methods in a particular area.   

There are two main types of research; theoretical and empirical.  Theoretical research 

mainly intends to enhance knowledge in various fields, while empirical research aims to 
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solve a specific problem. Sekaran (2003) states that empirical research is focused more 

on research which is geared towards resolving a particular problem through the 

application of its findings.  

In any research, one or numerous types of methods are applied by researchers to 

determine the answer to their research question(s). This procedure is called methodology.  

Miller and Brewer (2003, p192) defined methodology “as a set of rules and procedures 

to guide a researcher and against which his/her claim can be evaluated. It is therefore 

fundamental to the construction of all forms of knowledge.  

While philosophical notions are usually hidden in the research (Slife and Williams 1995), 

they still impact the research practice and should be acknowledged as it has bearing on 

why any particular method is chosen by the researcher, whether it is quantitative, 

qualitative or mixed (Creswell 2013). Formerly, Lee (2004) stated that any study of 

philosophy that examines the social sciences usually involves an understanding of terms 

like ontology, epistemology, methodology and methods.  

In social sciences, many researchers have demonstrated different research approaches 

(theoretical and practical) in varying ways. This diversity in the overviews of researchers 

is apparent in the viewpoints of Crotty (1998) and Saunders et al. (2007). Both researchers 

stated that social science research can be performed in both theoretical and practical ways, 

but the terminology they applied was different. To choose the most suitable approach for 

this study, the two above-mentioned research designs were investigated.    

Crotty (1998) identified four different research levels for conducting research. 

Theoretical approaches are reflected at the top two levels; these include epistemology and 

the theoretical perspective while the bottom two levels represent the practical approaches 
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of methodology and methods. He believed the four terms (epistemology, theoretical 

perspective, methodology and methods) could be confusing as they are often: 

“thrown together in a grab-bag style as if they were all comparable terms” (Crotty 1998, 

P.3). 

 However, Crotty (1998) also indicated that epistemology and ontology should not be 

separated. For that purpose, he removed the fifth level which is ontology, “to talk about 

the construction of meaning (epistemology) is to talk of the construction of a meaningful 

reality (ontology)” (Crotty 1998, P.10). Figure 4.1 shows Crotty’s four levels of social 

research design. 

 
Figure 4.1: Crotty social research design, source Crotty (1998, P.4)  



 

75 
 

The next model for social research design proposed by Saunders et al. (2012) is called the 

“research onion”. It contains a number of stages that should be considered when 

conducting a research strategy. An external view of the research onion shows each layer 

as providing one step of the research process (Saunders et al. 2012). Bryman (2012) 

explained that the research onion offers comprehensive progress to design a research 

methodology; its effectiveness lies in its adaptability to different kinds of research 

methodologies and also in its ability to be employed in a range of contexts.  

 The research onion consists of six layers or levels (Figure 4.2). The first level represents 

the  philosophical perspective (e.g. positivism, realism, pragmatism); the second level, 

research approaches (e.g. deduction, induction); the third level, methodological choice 

(e.g. mono method quantitative, mono method qualitative); the fourth level is the research 

strategy (e.g. survey, case study); the fifth level,  time horizon (e.g. cross-sectional and 

longitudinal) followed by the last level which represents the techniques and procedures 

like data collection and data analysis. In this model, the research philosophies and 

approaches represent the theoretical approach while the practical approach includes 

strategies and another three levels.  

Both research design models have a substantial overlap when it comes to considering the 

practical and theoretical approaches. This study focuses on the research onion model by 

(Saunders et al. 2012) due to the close fit to this research, giving rise to the investigation 

of the research paradigm of the research onion 
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Figure 4.2 research onion, source: Saunders et al. (2012, p.160). 

4.3 The research philosophy (outer layer of the onion) 

As mentioned earlier in the section on the Research Onion, the first layer includes 

research philosophy. Research philosophy investigates how knowledge was developed 

and what the nature of that knowledge is (Saunders et al. 2012). According to Bryman 

(2008), research philosophy is concerned with beliefs that investigate the nature of reality. 

The term paradigm refers to the nature of knowledge and the process of the development 

of scientific research based on how people think about the world, particularly about how 

research should be carried out (Collis and Hussey, 2003).  

According to Guba and Lincoin (1994), there are two different models of classic social 

science research which are the constructivist (subjectivist qualitative) model and 

positivism and post-positivism (objective quantitative). There is a third relativist 
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paradigm between them which is called pragmatism that merges the objectivist 

quantitative and subjectivist qualitative models (Guba 1990). A number of authors (e.g. 

Tashakkori and Teddlie 1998; Johnson and Onwueegbuzie 2004; Creswell and Clark 

2007) indicated that the paradigm which merges qualitative research with quantitative 

research is pragmatism.  Table 4.1 illustrates the differences between the most common 

paradigms and pragmatism as a selected paradigm for the current study is highlighted.  

Paradigm Positivism Post-positivism Pragmatism Constructivism 
Methods Quantitative Primarily 

Quantitative 
Quantitative + 
Qualitative 

Qualitative 
 

Logic Deductive Primarily 
deductive 

Deductive + 
Inductive 

Inductive 
 

Epistemology Objective 
point of view. 
Knower and 
Known are 
dualism    
 

Modified dualism. 
Findings probably 
objectively “true” 

Both objective 
and subjective 
points of view  
 

Subjective point of 
view. Knower and 
Known are 
inseparable 
 

Axiology Inquiry is 
value-free   

Inquiry involves 
values, but they 
may be controlled   

Values play a 
large role in 
interpreting 
results 

Inquiry is value-
bound       

Ontology Naive realism   Critical or 
transcendental 
realism   
 

Accept external 
reality. Choose 
explanations that 
best produce 
desired outcomes 

Relativism 

Causal 
linkages 

Real causes 
temporally 
precedent or 
simultaneous 
with effects 

There are some 
lawful, reasonable 
relationships 
among social 
phenomena.    
These may be 
known 
imperfectly.  
Causes are 
identifiable in 
probabilistic sense 
that changes over 
time 

There may be 
causal 
relationships, but 
we will never be 
able to pin them 
down   

All entities 
simultaneously 
shaping each other. 
It’s impossible to 
distinguish causes 
from effects       

Table 4.1: Comparison between the most common research philosophies used in social 
and behavioural sciences (Tashakkori and Teddlie, 1998:23) 
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4.3.1 Pragmatism paradigm  

A paradigm can be regarded as an ‘‘accepted model or pattern’’ (Kuhn, 1962, p. 23), like 

an organising structure, a deep philosophical position relating to the nature of social 

phenomena and social structures. This use of paradigm connects it directly to research, as 

an epistemological position (Feilzer 2010). In this sense, a paradigm directs research 

efforts; it serves to reassert itself to the exclusion of other paradigms and to articulate the 

theories it already established (Kuhn 1962, p. 24). The pragmatism philosophy as a 

research philosophy emerged three decades ago (Robson, 2005). Pragmatism is a research 

philosophy that does not depend on the use of one particular research philosophy, such as 

constructivism or Positivism and Post-positivism. It can also be used as a philosophical 

backup for both mixed method and mixed model users (Tashakkori and Teddlie 1998). 

Creswell (2014) stated that for mixed methods (quantitative and qualitative) the 

researcher can adopt pragmatism as a research philosophy. Tashakkori and Teddlie 

(1998) contended that pragmatism is concerned with reality and portrays the external 

world as being independent of our minds. Further, it contends that there is no ‘truth’, 

giving rise to the need to investigate any phenomenon more than just once.  

Pragmatism removes the division between the quantitative and qualitative approaches and 

stops the war among the paradigms by proposing that the most significant question is 

whether the researchers have been able to find out what they want to know (Handson 

2008). Pragmatists do not pay too much attention to which methods they adopt as long as 

the chosen research answers the questions they posed. Obviously, this is not a justification 

for indecisive research and pragmatism should never be confused with ploy (Denscombe 

2008). 
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Pragmatism is a philosophy that is notably unique in its stress on practice, even in 

theoretical matters. Peirce (1997) described the word as a tool; one can understand its 

meaning when they know how to use it. For instance, a person might not know how to 

describe ‘softness’ but when they have found out in practice that something soft is 

different from something hard, then they know the meaning of softness. Peirce also states 

that practical knowledge is more important than any knowledge that we can explain in 

theoretical terms. According to Tashakkori and Teddlie, (1998, p. 30):  

Pragmatism gives us a paradigm that philosophically embraces the use of 
mixed method and mixed model designs, eschews the use of metaphysical 
concepts (Truth, Reality) that have caused much endless (and often useless) 
discussion and debate, and it presents a very practical and applied research 
philosophy. 

 
On the other hand, Punch (2013) stated that pragmatism is one of the best known and 

most used philosophies and is considered to be particularly compatible with mixed 

methods research.  As (Mertens 2007, P.210) indicates: 

With the transformative paradigm a researcher can choose quantitative, 
qualitative or mixed methods, but there should be an interactive link between 
the researcher and the participants in the definition of the problem, methods 
should be adjusted to accommodate cultural complexity, power issues should 
be explicitly addressed, and issues of discrimination and oppression should 
be recognized.  

 
Pragmatism, when regarded as an alternative paradigm, sidesteps the contentious issues 

of truth and reality, and accepts, philosophically, that there are singular and multiple 

realities that are open to empirical inquiry and orient itself toward solving practical 

problems in the ‘‘real world’’(Creswell & Clark, 2007, pp. 20-28). 

In that way, pragmatism allows the researcher to be free of mental and practical 

constraints imposed by the ‘‘forced choice dichotomy between post positivism and 

constructivism’’ (Creswell & Clark 2007, p. 27). In addition, researchers do not have to 
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‘‘be the prisoner of a particular research method or technique’’ (Robson, 1993, p. 291). 

Pragmatism has been selected as a research philosophy of choice to best attain the goal 

of the current study.  

4.4 Research approach (2nd Layer of the Research onion) 

The significance of a research approach in a study has been explained by Easterby-Smith 

et al. (2002) when they identified three reasons for the significance of a research approach 

selected for a specific study. Firstly, they believe that it allows a researcher to make more 

enlightened decisions regarding the design of the study which supports the data collection 

techniques and adopted data analysis procedures. Saunders et al. (2007, p. 119) explained 

this in more detail by stating that: 

‘It is the overall configuration of a piece of research involving questions 
about what kind of evidence is gathered and from where, and how such 
evidence is interpreted in order to provide good answers to the initial 
research questions posed at the beginning of a research.’  

 
The second reason is that the research approach allows the researcher to determine which 

research strategies are suitable and which are not. Thirdly, familiarity with diverse 

research approaches permits a researcher to adjust the research design to cater for any 

potential research limitations such as data access restraints.    

Thus, a research approach in any study should employ a deductive, inductive or abductive 

approach. A deductive approach is one in which the research regarding which theory or 

hypotheses is developed and tested by data collection (Johnson and Ghristensen, 2004). 

On the other hand, an inductive approach is an approach in which the researcher builds 

up a theory through the results of data analysis (Saunders et al. 2007). 

The point here is that it is not easy to separate between the inductive and deductive 

approaches, as they complete each other. When researchers collect data, they have some 
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explanatory theory in mind; therefore, there are some components of the deductive 

approach evident in any research. Yet, developing hypotheses is not possible without 

having some information regarding the subject (Svennevig 2001). As a result, most 

studies to some extent are deductive and partially inductive. In this regard, Saunders et 

al. (2012) developed the third approach known as abduction which combines both 

inductive and deductive approaches. This study does not focus on one approach 

(deductive or inductive), instead of adopting the abductive approach.  

4.5 Methodological choice (3rd Layer)  

As mentioned in previous sections, the paradigm used for this study is pragmatism, which 

is connected with the abductive approach that leads to the use of qualitative and 

quantitative methods of data collection, which is mixed methods research.  The 

quantitative method is a method in which the researcher uses statistical measurements to 

test proposed hypotheses. For this type of research, the researcher analyses numerical data 

to investigate the relationship between variables of studied phenomena (Creswell 2003).  

Qualitative methods, on the other hand, are methods that do not depend on statistical 

procedures. This includes research regarding behaviour, emotions or feelings (Straus and 

Corbin 1998). In addition, Maanen et al. (1982, p32), clarified the difference between the 

quantitative and qualitative approaches by stating that: 

 “Quality is the essential character or nature of something; quantity is the 
amount. Quality is the what, quantity is the how much. Qualitative refers to 
the meaning, definition or analogy or model or metaphor, characterizing 
something, while quantitative assumes the meaning and refers to a measure 
of it.” 

Moreover, Corbetta (2003) noted that qualitative methods supply a richer type of in-depth 

data through focusing on experience and meaning while quantitative data provides a 

broader understanding of the phenomena through focusing on frequencies and numbers. 
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Despite the differences between the two methods, Cooper and Schindler (2005) 

mentioned that both qualitative and quantitative methods are legitimate and researchers 

can use either of them. Clarke and Dawson (2000) proposed that researchers can mix both 

methods according to the nature of their study as it is not always easy to decide which of 

the methods are best suited for any study. In addition, mixing qualitative and quantitative 

methods in one research study can lead to a reduction of the limitations and weaknesses 

of the research (Miller and Brewer 2003). As a result, the current study uses mixed 

methods research by combining qualitative and quantitative data using semi-structured 

interviews followed by a closed-ended questionnaire. In this regard, the next section will 

investigate mixed methods research.      

4.5.1 Mixed methods research  

According to Saunders et al. (2019), more often the nature of research questions and 

research context compel researchers to choose mixed methods approaches. In this study, 

the researcher follows the pragmatism approach, as was indicated above, because it 

allows using multi-methods and techniques. This is not only to add credibility and 

reliability of data but also to the nature of the research context, which often compels 

researchers to adopt more than a method. As it was indicated throughout this research, 

the context of the Kurdistan region is known for its complexity and uncertainty due to 

various external and internal factors (see Global Security, 2012; Anderson & Stansfield, 

2004). Consequently, organisations and sectors, public or private, within such a context 

are expected to be vastly affected. This especially appears in the education context which 

suffers from the absence of scientific research traditions. In this regard, Koivunen (2013) 

confirms that, due to the absence of research tradition, policy and culture, doing research 

is a difficult and frustrating task in the Kurdistan context. Koivunen (2013) adds that not 
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only people are lacking in understanding the idea of scientific research but also the 

education establishments including universities’ staff are far behind. This has created 

many problems for researchers to straightforwardly find the best suitable method to 

follow. Nevertheless, having employed and worked in this context especially in the bank 

sector for several years enabled the researchers to overcome most of the problems in 

relation to data collection and find the most appropriate tailored to nature of his research. 

On the basis of the above facts, it is believed that adopting the pragmatism approach 

would lead to gaining the desired outcome. Thus, mixed methods research design was 

used. 

In mixed methods research both quantitative and qualitative methods are joined in a 

variety of ways that range from simple, concurrent to more complex and sequential forms. 

Several researchers (e.g. Saunders et al. 2019; Creswell, 2014) point out that the 

combination of qualitative and quantitative research has led to recognising the number of 

variations of mixed methods. On the basis of what Saunders et al. (2019) indicated in 

their book, the formulation of concurrent research methods refers to the separate use of 

qualitative and quantitative data within a single phase for both data collection and data 

analysis. Meanwhile, in the design of sequential mixed methods research. more than one 

phase of data collection and analysis are involved. This design has two formulations 

which include a sequential exploratory mixed method and sequential explanatory mixed 

method. In the latter, quantitative data is collected first, then qualitative data is focused 

on; whereas, in the former qualitative data is followed by quantitative data (see figure 

4.3) 
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Figure 3: Mixed method designs.  

 
 Source: Saunders et al. (2019, p.182) 
 

 The current study merged qualitative and quantitative approaches in a sequential mixed 

method design. In this way, qualitative data was collected first and analysed, followed by 

quantitative data collection.  However, the main purpose of the first data collection 

(qualitative) set was to service and pave a way to find the best suitable way of constructing 

and launching the second phase of data collection (quantitative). This means a semi-

structured interview was first launched to obtain further in-depth information on the 

phenomena being studied.  This includes investigating the available bank documents and 

conducting a semi-structured interview with bank managers and government officials at 

the ministry of finance. This is what Easterby-Smith et al. (2012, p.61) called “handmade 

design” in which one phase service another although it represents “compensatory design”, 

Adopted  
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and in which  quantitative and qualitative is used to make up of the weakness for the other 

(For further details see Easterby-Smith et al. (2012). 

In relation to the weakness of mixed-method design, Johnson & Onwuegbuzie (2004) 

point out that it is not easy for a single researcher to conduct research using both 

quantitative and qualitative methods, especially concurrent mixed approaches. This is 

because if both methods are used concurrently, it would require a larger investment. In 

addition, mixed methods require more time than using a single method. In this research, 

these weaknesses were overcame as the researcher had enough time to conduct both 

qualitative and quantitative research and he was granted a scholarship by the Kurdistan 

government. Above all, it seems that the strengths of mixed methods research override its 

weakness as Bryman (2008) stresses that using mixed methods would increase validity 

and elevate the ability to generalise the conclusions compared to a single research method. 

4.6 Research strategy (4th Layer) 

Research strategy focuses on how the researcher plans to conduct the research process 

(Saunders et al. 2007). According to the research onion proposed by Saunders et al. (2012) 

as shown in figure (4.2), a research strategy consists of a number of different approaches, 

including experiment, survey, archival research, case study, mixed-method research, 

ethnography, action research, and grounded theory or narrative inquiry. In order to 

achieve the aim and objective of the current study, three of the above research strategies 

(case study, survey and mixed methods research) were adopted.  

4.6.1 Case study  

There are differing opinions about the case study in research methodology. While 

Saunders et al. (2012) labelled it as a research strategy, Crotty (1998) labels the case study 
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a research method, while Yin (2003) defines it as a research methodology. As the current 

study adopted Saunders et al.’s (2012) research approach, the case study was labelled as 

a research strategy for the current study. Robson (2002, p.178) defines a case study as: 

“A strategy for doing research which involves an empirical investigation of 
a particular contemporary phenomenon within its real-life context using 
multiple sources of evidence...” 

 

The focus of this study is to investigate how to develop trust among the people from Iraqi 

Kurdistan (KR) towards their banking system by adopting a case study design. The main 

reason for using the case study design for this study is because it is most suitable when it 

comes to satisfying the research objectives. In addition, the case presented in this study 

is close to Robson’s definition, as it inspects a contemporary phenomenon in a real-life 

framework. The case study depends on multiple methods of data collection and the 

current study used a mixed methods approach. Also, since multiple sources of data 

collection can be used to triangulate the data, both validity and reliability are improved.  

Benbasat et al. (1987, p.370) suggested that case studies are important for three main 

reasons: 

1) It is necessary to study the phenomenon in its natural setting. 

2)  The researcher can ask "how" and "why" questions, so as to understand the nature 

and complexity of the processes taking place. 

3) The research is being conducted in an area where few if any, previous studies have 

been undertaken.  

There are two designs for case studies; they can be single or multiple cases. Single case 

research is applied to unique and critical cases alongside cases that few, if any researchers 

have considered before, while a multiple cases study is applied when a researcher wants 
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to compare the results of two or more cases (Yin 2013). However, building on his 

previous work, Yin (2014), later divided the single case study into two types, single case 

(holistic) designs and single case (embedded) designs. He also divided multiple cases into 

multiple (holistic) designs and multiple (embedded) designs. Holistic designs refer to a 

single unit of analysis, while embedded design refers to multiple units of design. The 

focus of this study is on single case (embedded) design, as the case is the Iraqi Kurdistan 

banking system using 12 banks as units of study.  

4.6.2 Survey  

Survey is a method used to gather information through one source or a combination of 

methods such as a questionnaire, structured or semi-structured interviews (Thomas 2004). 

While the word survey is mostly associated with questionnaires, interviews are also 

regarded as a survey (Currie 2005). The techniques that are applied are different for each 

method, but Arnold et al. (1991) considered the interview as a “talking questionnaire”. 

Currie (2005, p. 94) defined a survey in a more specific way by saying:  

“A survey is a technique in which a sample of prospective respondents is 
selected from a population. The sample is then studied with a view to drawing 
inferences from their responses to the statements in a questionnaire, or the 
questions in a series of interviews.” 

 
In general, surveys generate quantitative information in relation to some characteristics 

of the study population (e.g. the correlation between variables). They also help to gather 

information from the population being studied through structured questions, and lastly by 

selecting a representative sample from the population being investigated the results of the 

study can be generalised back to that population (Pinsonneault & Kraemer, 1993). In this 

study, both types of surveys (questionnaire and semi-structured interviews were used as 

discussed in (3.8.1 and 3.8.2).  
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4.7 Research time horizon (5th Layer) 

A cross-sectional time horizon is a type of research where the process of data collection 

is conducted at a certain point in time. Longitudinal research is the type of research in 

which a researcher uses research strategies like case studies or surveys (Flick 2011). 

Longitudinal research is the type of research when the research question requires data 

collection for an extended duration in order to examine the changes that happen over time. 

The research strategies associated with longitudinal studies are usually ground theory, 

experiment and action research (Saunders et al. 2014). As this study does not examine the 

changes that happen over a period of time and the process of data collection was 

conducted at a certain point of time, the time horizon selected for the current study is 

cross-sectional. 

4.8 Research techniques and procedures (Heart of the Research Onion)  

4.8.1 Interviews  

The interview is considered to be the most used tool for conducting qualitative research 

in social science, and it was one of the tools alongside questionnaires used in this research 

study for collecting data. Interviews are generally implemented to investigate human 

thoughts and behaviours regarding a specific matter (Schutt 2006). According to May 

(2001, p. 120), interviews yield rich insights into people’s biographies, experiences, 

opinions, values, aspirations, attitudes and feelings. Considering the nature of the research 

questions, interviews were regarded as a predominant method to use to fulfil the aims and 

objectives of this study. This was particularly important since the experience and opinions 

regarding the current banking system in the KR was crucial to the study.  
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Interviews like any other data gathering instruments have their advantages and 

disadvantages. Some advantages of interviews can be that the interviewer has a degree of 

control over what questions should be asked, and it also provides flexibility as questions 

can be altered to suit different conditions. Interviews also offer both the interviewer and 

the interviewee power over the location, time and date of the interview, and interviews 

also receive a higher response rate (Saunders et al. 2007; Bryman 2008).  

However, the interview method is also known to have some disadvantages. It increases 

the possibility for researcher bias and it is costly and time-consuming. In addition, as the 

interviewees are known at least to the researcher, the anonymity is lower compared to 

other methods (Denscombe 2008; Saunders et al, 2007; Bryman and Bell 2011).  

To avoid the participant’s bias, which means that participants might give false responses 

because they were forced to do that, in this research, attempts were made to ensure the 

anonymity of the interviewees. Thus, participants were, in advance, sent the consent and 

information sheet and they were told they had the opportunity to withdraw at any time. 

This is not only during the process of data collection but also when the data was 

analysed. So, the researcher confirmed that those who joined were genuinely willing to 

participate and offered data freely. Meanwhile questions were open-ended in order to 

prevent the participant from purely agreeing or disagreeing, this means respondents had 

a wide area to express their opinions with no confrontation. The researcher also tried to 

take a sufficient sample (interviewees) which gave confidence that the sample 

represented the target population (see Easterby-Smith et al. 2008). 

 

Secondly, to avoid the researchers’ bias which means any factors that encourage bias in 

the researchers’ recording of responses, the researcher kept the questions simple and 

avoided choosing words that could introduce bias. Question for the interview were 

designed based on the literature review and other similar studies, then all questions were 

tested and checked by supervisors and got approval from the Cardiff Metropolitan 

University Ethical Committee then piloted with experts; based on their 

recommendations, amendments were made.   
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Choosing a specific type of interview method depends on the data that will be required to 

answer the research questions as well as the accessibility of resources (May 2001; 

Brewerton and Millward 2001). Interviews can be categorised into three types, to be 

precise: structured interviews, unstructured interviews and semi-structured interviews 

(Bernard 2000).      

Structured interviews are the types of interviews in which the interviewer has a 

prearranged group of questions and the interviewees will be asked a specific number of 

questions, with a limited number of options to answer the questions. In addition, all 

interviewees are asked the same number and quality of questions which makes it easier 

for the researcher to analyse the data (Denscombe 2008). Structured interviews are 

usually used in research studies in which the researcher intends to collect a large amount 

of data (Bernard 2000). Saunders et al. (2007) mention that structured interviews are 

similar to questionnaire ones, but are conducted face to face.  

Unstructured interviews, on the other hand, are defined as the type of interview in which 

the interviewers have a clear plan regarding the features that they would like to explore, 

without needing a list of prearranged questions. Also, the answers to the questions are 

characterized by being less controlling as the interviewees are given the chance to talk 

openly about the events, beliefs and behaviours regarding the instigated topic (Saunders 

et al. 2012). Researchers tend to use unstructured interviews when they have lots of time 

to study a particular event or when they want to investigate using long-term 

experimentation (Bernard 2000).  

Semi-structured interviews are the type of interviews in which the interviewer has a list 

of questions beforehand regarding the specific topic to be investigated (Bryman and Bell 

2007). While the interviewer has an interview agenda, the interviewer is able to change 
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the order of the questions and the types of questions are more general in their structure 

than those in structured interviews. Also, interviewees have the opportunity to express 

their own thoughts and ideas and the interviewer has some freedom to ask additional 

questions in relation to what emerges as significant themes in the interviewee’s replies 

(Bernard 2000; Denscombe 2008). Regardless of the freedom that interviewers are 

allowed, this method still offers a format to compare and analyse the answers that are 

provided by the interviewees (May 2001). 

Each of the above-mentioned types of interviews has strengths and weaknesses, but semi-

structured interviews provide the researcher with some flexibility and control. 

Furthermore, semi-structured interviews give the researcher the opportunity to rationalise 

the interviewee’s answers to gain more in-depth and precise information. In spite of this, 

sometimes it is not easy for the interviewer to fully control the interview, as less important 

issues may come to the surface and waste too much interview time, potentially affecting 

the reliability of the research (Brewerton and Millward 2001). Additionally, unstructured 

and semi-structured interviews are used by interviewers for discovery purposes, as they 

seek out the thoughts and beliefs of the interviewees (Denscombe 2003).   

As a result, for the purposes of this study, the semi-structured interview was selected to 

investigate the beliefs and thoughts of bank managers and government officials in the KR 

regarding the rebuilding of trust among the KR population.  

The semi-structured interview was chosen for this study as it was believed that it is a 

suitable tool to attain the objectives of this research. This method is applied for some 

specific reasons. One of the reasons was that the researcher needs to carry out non-

standardised one-to-one interviews with the KR bank managers and government officials 

and allow them the opportunity to express their own feelings and thoughts about how 
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trust can be developed among the people of the KR. This information is valuable since 

the bank managers and government officials have direct observation and experience with 

the banking system in the KR. Meanwhile, semi-structured interviews give the 

opportunity for the interviewers to extend their responses as it provides them with the 

flexibility to do so by answering the questions. Another significant reason was that the 

bank managers and government officials in the KR were unlikely to give more than one 

opportunity to the researcher in order to carry out the interview with them due to time 

limitations (Brewerton and Millward 2001). In fact, it was not easy to convince bank 

managers and government officials to carry out even one interview with them at the start 

of the study. 

The semi-structured interviews consisted of eight sections. These sections were: the 

background of the interviewee, the current state of the KR banks, trust, culture, banking 

system developments, religion, foreign bank entry and the political situation. These 

sections aim to clarify the current situation of the banking system in the KR with its 

weaknesses and strengths. It also identified the main issues that made people lose trust in 

the banks and the reasons behind that from the bank’s managers and government official’s 

perspectives. These sections provided the data to identify the interviewee’s information 

about the trust in the banking system and how they perceived rebuilding trust among the 

KR people, and enhancing the banking system in the future. An example of the interview 

topics can be seen in the appendix (16 and 17).  

4.8.1.1 Interview sampling and accessibility  

When the population in the study is hard to access, the researcher has to decide on 

choosing the study population (Bakeman 1992). According to Bryman (2008, p.168), 

sampling can be defined as: 
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“The segment of the population that is selected for investigation, it is a subset 
of the population. The method of selection may be based on probability and 
non-probability approach.” 

 
In order to achieve the aim of the study and objectives of this research, interviews were 

conducted in the KR with bank managers of private and state-owned banks to gain a more 

in-depth understanding of the phenomenon, government officials from the ministry of 

finance were also invited to participate because the banking system in the KR is overseen 

by the ministry of finance.  

In the event of gaining access to the bank managers and government officials, this proved 

more difficult. Initial access to prospective respondents was achieved through emailing 

and calling known bank managers and government officials with a summary of the 

research. Out of 20 managers who had been initially contacted, only four answered the 

invitation positively. This was not surprising for the researcher as fear of losing their posts 

made many managers not decide to participate in the study, especially state-owned banks 

and government officials. After this, the researcher obtained an official letter from the 

Dean of his work (Dukan Technical Institute) asking the bank managers to help the 

researcher in order to conduct his research. This only helped to convince a further two 

bank managers and one government official at the ministry of finance. Most of the 

participants were afraid that the interview would be very complicated and could cover 

some sensitive subjects about their banks and offices, especially when they were informed 

that the interview would be tape-recorded. The researcher always reminded them that the 

study was only for scientific purposes and only covers their personal experience in the 

KR banking system. In the end, to gain the final number of participants, the researcher 

discovered that the only way to encourage the rest of the participants was through formal 

method. The researcher was introduced to the general director of the KR banking system 
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that oversees all state banks in the region and introduced the researcher to some bank 

managers which was quite helpful in attracting more respondents. In addition, another 

strategy was used in order to attract respondents to participate in the study was to offer 

flexibility in terms of location and time of the interview. In some cases, the researcher 

had to wait for hours as the manager was busy or late for the interview. At this stage, the 

number of participants reached 13, and it was felt that the data saturation had not been 

met yet.  

Then the next step, snowball sampling was adopted. Snowball sampling consists of 

researchers finding respondents who refer more respondents (in that area), by sequentially 

offering the name of the next respondent (Vogt 1999). Additionally, Hendricks et al. 

(1992), indicate that the snowballing technique provides an excellent advantage if the 

study is qualitative. Snowball sampling is useful for the researcher when the participants 

are hard to find because the participants address or the contact information is not available 

in other ways. The snowball sampling technique starts by asking the participants who are 

very familiar with the subject to recommend other participants who know a lot about the 

subject (Patton, 2002). The purpose of using the snowball technique in this research was 

because the researcher wanted to know the banking system situation before 1991 as this 

date was confirmed by the literature (see chapter 3) as a turning point for banks to start 

losing their confidence among citizens. As one of the interviewed bank managers 

indicated that he was working in the banks before that date and had good information 

regarding that period, the researcher tried to find other bank managers that worked in 

banks before that date and found out that it is not possible except through snowballing. 

As a result, the researcher contacted that bank manager if he knows any other bank 

managers or government officials who worked in banks before 1991, and he pointed out 
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a few names and their contact information. Thus, another 3 participants were obtained 

and the total sample interviews tottaled 16 participants.  

The interviews were carried out on a one-to-one basis, as it took less time to prepare for 

the interview and it was then easier to control and guide the interview process. Seventeen 

individuals were invited to take part in the interviews, but one of them had to withdraw 

from the interview because he was called for an emergency work meeting and was unable 

to re-schedule the interview. The final number of interviews transcribed was 16 (12 bank 

managers and 4 government officials from the ministry of finance). Among the bank 

managers interviewed, five of them were employed by state-owned banks while seven of 

them were private bank managers. Table (4.2) shows the coding of interviewed bank 

managers and government officials.  
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Table 4.2 Bank manager and government officials coding  
First state-owned bank manager  SBM1  
Second state-owned bank manager SBM2 
Third state-owned bank manager SBM3 
Fourth state-owned bank manager SBM4 
Fifth state-owned bank manager SBM5 
First private bank manager  PBM1 
Second private bank manager PBM2 
Third private bank manager PBM3 
Fourth private bank manager PBM4 
Fifth private bank manager PBM5 
Sixth private bank manager PBM6 
Seventh private bank manager PBM7 
First government official  GOMF1 
Second government official GOMF2 
Third government official  GOMF3 
Fourth government official  GOMF4 

 
With regard to saturation, according to Strauss and Corbin (1998) this is the moment 

when researchers feel additional data will add no important data. In other words, the 

moment when saturation has reached signals to researchers that any additional 

information will no longer benefit their research at that time. In this regard, Denzin and 

Lincoln (1994, p. 230) assert that researchers seek “evidence of saturation such as 

replication in the information obtained and confirmation of previously collected data”. 

Saturation remains a difficult yet crucial principle guiding research based on an open 

question. It is impossible to define in advance when, or on the basis of what kind of data, 

saturation will be achieved.  

In qualitative research, it seems “easier said than done” to reach and decide the data 

saturation easily. Therefore, the researcher used several ways to ensure data saturation 

has reached in his research. First, he was repeatedly checking the data, interview by 

interview, until the researcher recognised that the data produce few or unessential ideas. 

This is especially when the researcher heard and noticed a relatively full range of ideas 
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and views of the phenomena being studied. Furthermore, the research context is known 

for having a collective culture (see Hofstede et al. 2010). This means it is highly expected 

to have fairly homogenous opinions. Based on that and according to Saunders et al. (2019) 

where the aim is to understand commonalities within a relatively homogenous group, 

satisfactory interviews (a maximum of 12 interviews) should suffice. In contrast, some 

suggest (e.g. Saunders et al. 2019; Creswell, 2014) that samples must be more than twelve 

interviews when the data is drawn from a heterogeneous population. Finally, the 

researcher used (triangulation) more than a method to gather data, albeit it was observed 

that the outcomes of these methods were relatively alike. What should be noted here is 

that it seems hard to reach the point that investigators (researchers) judge the data 

saturation, but throughout the process of data collection and analyses of this study the 

researcher realised that the new data produced little information and subsequently 

findings did not generate any new insights. 

 

4.8.2 Questionnaire  

The second set of data collection methods used in this research study to identify the main 

barriers that affected respondents in regards to dealing with banks, was the self-

administration questionnaire.  

 Oppenheim (2001, p.100) defined the questionnaire as:  

A set of questions, including perhaps some open-ended ones, from more 
rigidly constructed scales or tests. A questionnaire may also contain check 
lists, attitude scales, projective techniques, rating scales and variety of other 
research methods. 

There are different methods in managing a questionnaire survey, one being the self-

completion questionnaire and the other being the structured interview questionnaire 

(Bryman 2008). In the self-completion questionnaire (that was adopted for this study), all 
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respondents answer the questions in the same chronological order by themselves 

(Oppenheim 2000). This type of questionnaire can be delivered to the participants through 

mail, as a drop and collect questionnaire or via the internet (Saunders et al. 2012). 

By contrast, in the structured interview questionnaire, the researcher or interviewer is 

present in person and records the answers to the questions (this also can be done over the 

phone). (Bryman and Bell 2007). Figure (4.4) illustrates the different types of 

questionnaires.  

 
Figure 4.4 Types of the questionnaires, adopted from Saunders et al. (2012, p.420). 

 

The self-completion questionnaire was chosen for this since it offers numerous 

advantages. They are low-cost, and the data collection process is quick and easy 

particularly if the participants are located in different areas and are in large numbers 

(Robson 2002; Easterby-Smith et al. 2008). However, this type of questionnaire also has 

its disadvantages, including a low response rate and the inability to collect additional 

information since the researcher is not present while the questions are being answered. 

(Oppenheim 2001; Bryman 2008).  

According to Bryman and Bell (2007), questions asked in a questionnaire can be divided 

into open-ended and close-ended questions. Open-ended questions permit the respondents 
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to state their views freely without being controlled by the researcher, while close-ended 

questions force the participants to a specified set of choices being offered (Foddy 1994). 

Both types of questions have their own advantages and disadvantages. Open-ended 

questions give a detailed answer to the questions being asked as the respondents are free 

of what they think about the subject, but it is time-consuming for the researcher as it 

requires extensive coding and larger numbers of participants to leave this type of question 

unanswered. In contrast, close-ended questions provide a greater response rate and 

analysing the answers is simpler than compared to open-ended questions (Bryman 2008). 

Close-ended questions with multiple choice answers were predominantly adopted in this 

study and only three open-ended questions were asked. The purpose behind adopting 

close-ended questions was to reduce misinterpretations and misunderstanding and to 

achieve standardised answers which are more easily analysed and interpreted.  

Among the various data collection methods, data collection via the internet has become 

an accepted mechanism for conducting research on human perceptions, preferences, 

attitudes and many other social perspectives (Best and Krueger 2004). Online surveys are 

an accepted method for collecting data and have had a significant data consequence on 

data collection methodology in many facets (Gunn 2002). Data collection through online 

surveys is low-cost when compared to mailed surveys and it is also faster as the data 

collected is downloadable into data analysis packages. It is also dynamic as the survey 

can reach a greater geographic location (Gunn 2002; Best and Krueger 2004). In regard 

to the advantages of data collection on the web, Dillman (2000, p. 353) states: 

“Once the electronic data collection has been developed, the cost of 
surveying each additional person is much less, compared with both telephone 
interview and postal procedures. In some instances these technologies may 
result in decisions to survey entire populations rather than only a sample”  
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 Many online software programmes have been designed for online surveys such 

SurveyMonkey (www.surveymonkey.com) and Qualtrics (www.qualtrics.com). The 

current study used Qualtrics software as it was supported by Cardiff Metropolitan 

University and it met the need of this research. One of the most important features of 

Qualtrics software is the ability to answer questions using mobile phones that are 

connected to the internet. This was one of the factors that motivated the researcher to 

adopt this software since most people in the KR use the internet via their mobile phones. 

Table (4.3) shows the advantages and disadvantages of electronic and internet 

questionnaires.  

Method  Advantages  Disadvantages  
 
 
 

Electronic or internet 
questionnaires 

Low cost  
Easy for researcher  
Convenient for 
respondents  
Allows anonymity  
Potential for quick 
response  
Time for thoughtful 
answers  
Low social desirability 
bias 
Greater safety for 
researcher and 
respondents 

Limited to computer savvy  
Difficulty getting 
cooperation  
Potentially lower response 
rate 
Literacy requirement  
May not be able to identify 
respondents 

Table (4.3) advantages and disadvantages of electronic or internet questionnaires 
Source: Ary et al. (2013, p. 388). 
 
The advantages on the above table encouraged the researcher to use an electronic 

questionnaire, while the advantages are limited; some of them were not an advantage for 

the research like the ability to identify the respondents, as the researcher did not want to 

identify respondents.  

The current study adopted the mixed-mode approach, as the response rate among the six 

categories (see table 4.5) of the population sample could not reach simply through the 

http://www.surveymonkey.com/
http://www.qualtrics.com/
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internet, namely in business people and older members of the KR population. As a result, 

the researcher had to use the ‘drop and collect’ mode in order to reach this segment. 20 

paper-based questionnaires (with the same example as the online one) were distributed 

among the business people who did not use the IT group and 19 of them were returned 

(95%).  

The questionnaire was designed based on the results of interviews with bank managers 

and government officials. It should be noted here that the questions of the questionnaire 

were derived and constructed from the outcome of the reviewed literature and first set of 

data collection set (qualitative) (see table 7.1)  

4.8.2.1 Questionnaire sampling  

The quantitative section of this research intended to identify the main barriers that lead 

people to lose trust in the banking system as well as the factors that led to people using 

cash instead of banks. It is apparent that reaching the whole population for the purpose of 

the study would be impossible, so sampling techniques were applied. There are two types 

of sampling techniques, probability and non-probability. This study uses probability 

sampling, a method that is generally applied in studies where the researcher wants to draw 

conclusions about the population through a chosen sample of the population (Saunder et 

al. 2012). The main motivation behind using probability sampling is to ensure that the 

data that is collected were representative of the sample population and is of the highest 

quality possible. The rationale for choosing a purposive sampling approach was that the 

researcher had previously worked in banks and knew which groups or individuals were 

likely to provide a full range of data (Denscombe 2008). According to Denzin and Lincoln 

(2000), purposive sampling can maximise the likelihood of gaining precise and reliable 

information about the researched phenomenon. It focuses on choosing respondents who 
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have pertinent information relevant to the study as well as the ability to discuss their 

experience. According to Roscoe (1975), a sample size of greater than 30 participants and 

less than 500 participants is suitable for the majority of research. In cases where the 

samples are divided into some sub-samples (like males/females or users/non-users), a 

minimum of 30 participants for each subgroup is required. In this regard, the sample in 

this study was broken down into six different categories including non-bank users, 

reluctant bank users, positive bank users, businesses bank users, businesses bank non-

users and Kurds who live abroad and use banks (in a western fashion) when outside 

Kurdistan to see how their attitudes changed when they exposed to a developed banking 

system. 50 questionnaires from each subgroup were returned. Table (4.5) shows the 

definition of the six different categories.  

  Categories  Definition  

Non-users of banks Participants who do not have bank accounts and do not use 

banks at all.  

reluctant bank users Are those who use banks but not because of their choices but 

they are required to use banks especially by their employers  

positive bank users Are those who use banks by their choices and prefer to keep 

their money in banks,  

businesses bank users Business people who use banks for their business purposes  

businesses bank non-users Business people who do not use banks for their business 

purposes  

Kurdish people who live 

outside KR 

Kurds who live outside KR and use banks in a western 

fashion  

Table (4.4) six different categories for questionnaire sampling  

The purpose behind targeting each of the above subgroups was to gain an understanding 

of the attitudes of respondents with regard to the current banking system in the KR. Non-

users of banks were chosen to find out the reasons that they never used a bank. Then 

reluctant bank users were chosen to determine how this group of bank customers describe 
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their experience with banks. Positive bank users were chosen to analyse the attitudes of 

bank customers in the KR regarding their banks and also to identify the reason why they 

chose their current banks. In addition, business bank users were chosen to identify how 

banks dealt with businesses and companies, while the business non-bank users were 

chosen in order to identify why those type of people who need the bank more than non-

business people, or those who have never opened a bank account. Lastly, Kurds who live 

abroad and who are exposed to and using banking in a western fashion when outside 

Kurdistan were chosen to find out whether or not encountering a modern banking system 

has changed their attitude towards banking.  

Facebook and Twitter were used to launch the questionnaire (mostly Facebook as most 

of the population in Iraqi Kurdistan uses it) and emails to some business people with the 

same questionnaire were attached for completion. Initially, the questionnaire was 

published on the researcher’s Facebook page, where he has more than 1500 “Friends” 

including all ranges of social groups (farmers, teachers, doctors, students, workers etc.). 

Then other friends in different provinces of Kurdistan (all five provinces), who have 

thousands of friends, were asked to advertise the link on their pages. When the completed 

questionnaires came back. Qualtrics was used to know where in the region respondents 

took part in the study. With this it was able to be determined that the questionnaire had 

reached all the provinces in the region. 

After launching the survey for 40 days through Qualtrics, 520 completed responses and 

410 uncompleted were received. Uncompleted surveys were ones which respondents 

started but did not finish; the reason behind that might be the fact that the questionnaire 

was online and they did not know how many pages (even though the software told them 
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how many percentages were left to finish the form). Once the survey was closed, all the 

‘in progress’ and ‘incomplete’ responses were removed.  

4.8.2.2 Questionnaire language  

Since all of the respondents of the current study were Kurdish, the original questionnaire 

was translated from English to Kurdish (see Appendix 22). In order to make sure that the 

Kurdish version is the same as the English version, the translation was checked by three 

Kurdish-English translators. The Kurdish version was shown to a number of respondents 

in a pilot study in order to make certain that it could easily be understood. Afterwards, 

both languages were inserted into the Qualtrics software which, permits respondents to 

switch between languages (Kurdish or English) at any stage of the questionnaire. On the 

welcoming page, the instructions on the welcome page explain how to choose language 

preferences. The English option was provided to cater to participants who speak in 

Kurdish but do not know how to read it.  

4.8.3 Pilot study  

The pilot study test is a crucial component of the case study process as it offers the 

opportunity to test all aspects of the interview and questionnaire questions prior to 

beginning official fieldwork. This gives the researcher time to revise problems and 

deficiencies to ensure that the highest level of reliability and validity of the collected data 

is obtained (Williams 2003). According to Jennings (2003), a pilot study is not limited to 

quantitative studies alone but it is also essential for qualitative studies. One of the 

significant features of a pilot study is that it permits the researchers to make proper 

adjustments with regard to the sequencing and wording of the questions in both interviews 

and questionnaires (Saunders et al. 2012). Another significant aspect of the pilot study is 

that it offers the researchers some real-life interviewing practice. As a result, it encourages 
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a sense of confidence and gives the interviewers a chance to spot questions that may 

annoy interviewees or make them uncomfortable (Bryman and Bell 2007). 

More significantly, a pilot study helps researchers test that the questions in both interview 

and questionnaire are clear, are easily understood and unambiguous. As a result of 

piloting, ambiguous questions can be reviewed and refined so that the respondents have 

no difficulty answering them (Boynton 2004).     

With regard to the above-mentioned important role of pilot studies in the research process, 

both interviews and questionnaires were piloted in this research study to attain a higher 

level of validity and reliability. The pilot study for the interview questions was conducted 

in two phases. Firstly, the questions were sent to the ethics committee. Once they were 

approved by the ethics committee at Cardiff Metropolitan University on February 19, 

2013, the questions for the interview were shown to some academic scholars in order to 

make sure that they were appropriate and sound. After considering their comments, the 

interview questions were piloted face to face with five KR bank managers and all notes 

and inquiries that arose during the interviews were recorded. Based on the issues that 

arose during the interviews, a few questions/topics were amended and few were removed 

as it was felt that they were superfluous for the research study. One of the important 

advantages of the current research study’s pilot study was that some bank managers gave 

the researcher the names of some prominent bank managers and government officials 

who the researcher could also contact in order to interview them for the official interview 

data collection. As previously noted, all of the contacts proved to be successful. Based on 

the pilot study, the questions for the semi-structured interviews were developed further 

and improved. A sample of the interview questions can be seen in (Appendix 16) and 

(Appendix 18).  
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The questions for the questionnaire which arose from the analysis of the bank managers 

and government officials’ interviews were also piloted. A large number of the 

questionnaires would be issued online, the process of piloting the questionnaire was 

conducted through two different methods, the first method being via email to five 

respondents who were all sitting in the same room with the researcher. The aim of this 

process was twofold; one was to ensure that the online design was sent appropriately and 

that it worked with both mobile phones and computers; the other was to enable the 

researcher to observe the respondents while they were answering the questions. The 

researcher was able to record all inquiries and difficulties that the respondents had and 

amended questions accordingly. For the next method, the questionnaire was sent to 

another five respondents and once they sent back their feedback regarding the questions 

and the design of the questionnaire, their comments were taken into consideration. 

Throughout the pilot study process, questions that were found to be difficult to understand 

were clarified, and repetitive questions were removed.  
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4.9. Data analysis  

As the study adopted two methods of data collection (semi-structured interviews and 

questionnaires), different methods of data analysis were adopted. They are explained in 

the following sections.  

4.9.1 Qualitative data analysis  

The first data collection of this study was semi-structured interviews with bank managers 

and government officials. The location of the interview was chosen based on the 

respondent’s convenience and choice, with most of the interviews being conducted in 

their offices, with the exception of one that was conducted in a public location. Prior to 

starting the interviews, participants were provided with a participant consent form, 

(Appendix 14) and a participant information sheet, (Appendix 15). During the interview 

process, interviewees were encouraged to ask for any clarification regarding the 

questions. The initial interview questions began with general and simple questions such 

as the interviewee’s current position and how long they had been working in that role. 

This type of question is essential to make the interviewees feel comfortable early in the 

interview process (Bryman 2008).  

All interviews were audio-recorded and then transcribed. The average duration of the 

interviews was approximately one hour. The time frame utilised for this phase of data 

collection was two months, April and May 2014. Even though all interviews were stored 

in a recording device, they were also sent to a personal email, because the researcher was 

travelling from Kurdistan back to the UK and wanted to avoid losing the data due to any 

unpredictable circumstances. Since all the interviewees were Kurdish and could not 

communicate in English, all interviews were conducted in Kurdish and were then 

translated into English before all the transcribed data was inserted into the Nvivo-10 
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software programme. According to (Easterby-Smith et al. 2012), using Computer-Aided 

Qualitative Data Analysis Software (CAQDAS) programs (e.g. Maxqd2, Nvivo, etc) 

helps researchers to get a closer look at the transcribed data and increases the transparency 

and accuracy of the data analysis process, while also helping improve the quality of the 

research study’s outcome. In order to become familiar with the Nvivo programme, the 

researcher participated in a training course which was provided by Cardiff Metropolitan 

University. Before starting the coding of the data, interview transcripts were read and re-

read many times by the researcher in order to become familiar with the collected data. 

Then the coding process was initiated and in this stage of the data analysis process, Nvivo 

allows the researcher to check the relationship between concepts and themes in different 

categories. During this stage, the researcher felt that the data gathered was no longer 

static, but is meaningful and dynamic. In order to interpret the data gathered through 

interviews, thematic analysis was used.  

It is important to note that there is no one best possible way to follow in analysing 

.qualitative data, in this regard, Sandiford and Seymour (2007) assert that, unlike 

statistical data in which almost all data is subjected to the same analysis methods, 

qualitative data has multi-techniques and approaches that are adopted by researchers to 

answer research aims and objectives. This study also used thematic analysis because it 

allows researchers a lot of flexibility in interpreting the data, and it permits them to 

approach large data sets more effortlessly by sorting them into broad themes. Due to its 

flexibility, thematic analysis allows for a rich, detailed and complex explanation of the 

data (Braun and Clarke, 2013). The nature of this research requires some sort of flexibility 

because of the context of the research and the research phenomena. Thus, both inductive 
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(allowing the data to limit the themes) and deductive types (coming to the data with some 

preconceived themes based on existing concepts or ideas) of thematic analysis were used. 

Figure (4.5) summarises the qualitative data analysis for this study.  
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4.9.2 Quantitative data analysis  

Data analysis consists of categorising, examining and interpreting the findings in order to 

support or reject a theory or to produce a new theory. According to Saunders et al. (2003), 

there is not a single pattern for analysing the quantitative data. However, mathematics 

and numerical techniques are regarded as the most appropriate language for analysing 

quantitative data and a proper technique for obtaining facts systematically (Sutrisna 

2009).  

Once the online questionnaire has been completed, the Qualtrics software allows 

researchers to automatically transfer the data from Qualtircs into SPSS, (Statistical 

Package for the Social Science) which enables the analysis of the quantitative data in a 

systematic process. There are two types of tests in quantitative data analyses which are 

parametric tests and non-parametric tests. The parametric test deals with numeric data 

such as weight, sales, height, heart rate which follow, while the non-parametric test deals 

with frequencies such as marital status, nationality, movie preference; since no 

assumptions are included relating any parametric. When the sample size is large, which 

test you use (parametric or non-parametric) makes a slight difference and both tests are 

served in a good way. But when the sample is small, there will be a significant difference 

between them (Chin and Lee 2008). When the dependent variable is measured at a 

nominal base, the Chi-square test is one of the good tools to use for analysing the data, 

because non-parametric tests are suitable for nominal variables. Since the Chi-square test 

makes no assumption about the distribution of the sample, it is called the distribution 

sample free test (McHugh 2013). Because this research has a large size sample,  there 

will not be a big difference whether to use a parametric or non-parametric test, in this 

regard, for most cases non-parametric tests were used through Chi-square tests to compare 



 

111 
 

two distributions. In order to identify the main factors that influence potential customers 

not to trust and deal with banks, the quantitative analysis was divided into two main 

stages. The first stage was descriptive analysis. The statistical techniques that were used 

in the descriptive analysis were frequencies, percentages, means and mode. The second 

stage consisted of the application of preliminary statistical analysis in order to produce 

the correlation between gender, age, education, having and not having a bank account, 

banking experience etc. The tests that were used in this stage are analyses of variance 

(ANOVA), and (Chi-square test) alongside Standard Deviations in some cases. The 

difference between those two tests depends on the research design; the Chi-square was 

used to compare the means of two groups while the ANOVA along with or followed by 

Post Hoc tests was used to make a comparison between a single independent variable that 

had more than two levels (Pallant 2007). 

Lastly, to satisfy the research objectives, a number of hypotheses were constructed. The 

hypothesis was categorised based on the research question number (2 and 4).  

Objective two: To develop a framework identifying those factors which inhibit and 

promote trust. To satisfy this research objective, two hypotheses were constructed  

Hypothesis 1 

H0: there is no relationship between current place of residence and keeping or withdrawing 
 salary  
H1: There is a relationship between current place of residence and  keeping or withdrawing  
salary 
 

The purpose of this hypothesis is to find out whether or not there is a relationship between 

the bank users’ behaviour who live inside Iraq and those who live outside Iraq regarding 

using banks.  
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Hypothesis 2  

H0: There is no relationship between having bank account and closeness of bank 
H1: There is a relationship between having bank account and closeness of bank 
 
The purpose of this hypothesis is to find out if there is any relationship between the 

closeness of banks and having a bank account.  

Research objective Four: To determine any particular issues which prevent the Iraqi 

population from developing trust and so use of the banking system in the KR. To satisfy 

this objective, a number of hypotheses were constructed. 

Hypothesis 3 

H0: There is not any relationship between ocupation and having  bank account 
H1: There is a relationship between ocupation and having bank account 
 
The purpose behind this hypothesis is to find out if having an occupation encourages 

people to use banks or not. 

Hypothesis 4 

H0: There is no relationship between having bank account and qualification 
H1: There is a relationship between having bank account and qualification 
 
The purpose of the above hypothesis is to find out if having a higher qualification 

promotes using banks or not. 

Hypothesis 5 

H0: There is no relationship between having bank account and place of residence 
H1: There is a relationship between having bank account and place of residence 
 
The purpose of this hypothesis is to find out if the behaviour of people changes when they 

experience a developed banking system, as this hypothesis compares the people from 

inside Iraq with people who travelled or immigrated to developed countries.  
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Hypothesis 6   

H0: There is no relationship between having a bank account and having saving 
H1: There is a relationship between having a bank account and having saving 
 
The purpose behind this hypothesis is to find out if having a saving encourages people to 

use banks or not. 

Hypothesis 7 

H0: There is not any relationship between respondent’s place of living and their opinion 
regarding interest-taking 
H1: There is a relationship between the respondent’s place of living and their opinion 
regarding interest-taking 
 
The purpose of this hypothesis is to test the opinion of people regarding interest taking 

based on their place of living. 

Hypothesis 8 

H0: There is not any relationship between having a bank account and people’s opinion 
about the honesty of banks  
 H1: There is a relationship between having a bank account and opinion about honesty of 
banks 
 
This hypothesis tests the opinion of people who have a bank account regarding the 

honesty of banks and comparing it with people who do not have a bank account.  

Hypothesis 9 

H0: There is not any relationship between having a bank account and considering using 
banks as Halal  
 H1: There is a relationship between having a bank account and considering using banks 
as Halal 
 The purpose of this hypothesis is to find out if a participant who already has a bank 
account considers using banks as Halal or not. 
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Figure (4.6) shows the Summary of the stages of quantitative data analyses.  

 

 
 

 

 

 

 
 
 
 

 

 

                                               Figure 4.6 Quantitative data analyses stages  

As has been previously noted some of the questionnaires had to be completed face to face. 

In order to use the SPSS facilities available in Qualtrics, the researcher entered the data 

from each copy questionnaire into Qualtrics so that a full data analysis could be 

undertaken.   

Discussion and conclusion  
 

Transferring the data from Qualtrics into SPSS  

Interpreting data (Descriptive analyses) 

Interpreting (Preliminary l analysis (ANOVA and 
Chi square tests) 
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4.10. Reliability, Validity and triangulation  

All researchers need to be conscious regarding the quality of their study and this can be 

done by investigating the validity and reliability of their research. In this regard, Bryman 

(2008) suggests that reliability and validity are interconnected, which means that the 

study cannot be valid without being reliable. 

Reliability in research means that an investigation generates the same result under stable 

situations at all times (Babbie 1995). The main purpose of reliability is to decrease errors 

and unfairness in a study (Amaratunga et al.  2002). Furthermore, Robson (2005, p.551) 

defined reliability as 

The extent to which a measuring device, or a whole research project, would 
produce the same results if used on different occasions with the same object 
of study 

The current study tried to establish reliability through the use of different methods of data 

collection (qualitative and quantitative) as well as to sum up the viewpoints of both banks’ 

managers and potential customers. Sixteen interviews were conducted with bank 

managers and government officials, followed by a questionnaire survey with potential 

customers. In addition, both interviews and questionnaire were piloted thoroughly in 

order to increase the reliability of the research. Interview questions were the same for all 

interviewees and they were proposed to support the research questions as well as the 

research aims and objectives. All the interviews were conducted on a one-to-one basis 

and were carried out by the researcher. Meanwhile, the latest Nvivo software was used 

for the transcription and coding process of the interviews and state of the art technology 

(Qualtrics software) was used to distribute the questionnaire survey.  During the 

quantitative analyses, the researcher unexpectedly identified that some respondents 

mentioned that they were being paid through banks, while they do not have a bank 
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account. To investigate the further, five more one-to-one interviews were conducted with 

five participants and asking the same question and asking them for an explanation. All of 

the five interviewees, who had indicated that they were paid through banks, actually 

meant that someone gave them a cheque and they cashed that cheque at the banks. This 

illustrates that care was taken fully to understand when an unexpected issue arose.  

Validity in research means that the researcher ensures that the research is an accurate 

reflection of the true meaning of the concepts being investigated ((Babbie 1995; Saunders 

et al. 2007). Validity is concerned with whether or not the collected data reflects the exact 

representation of the study (Bernard 2000). 

In order to achieve the validity of this research, many procedures were considered. All 

participants in this research (both customers and banks managers and government 

officials) were told that the purpose of this research study was purely for academic 

purposes and their personal information will be kept private and will not be revealed to 

anyone. This assurance allowed them to express their viewpoints more freely. Also, all 

of the interviews were audio-recorded to reduce any potential misunderstanding of the 

answers given. Respondents in both interviews and questionnaire had a chance to respond 

to the questions either in Kurdish (Native language) or English based on the language that 

suited them the best. Triangulation was adopted by using different data collection 

methods with different stakeholders (bank managers, government officials and both, bank 

customers and non-banking customers). The questions in the questionnaire survey were 

designed on the basis of the interview analyses and all the different stages in this research 

were supervised by two supervisors where they always checked the quality of the work  

Triangulation in research is the method that allows the different research methods to be 

merged (Yin 2013).  Triangulation is the method used to permit different qualitative 
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research techniques to be combined (Yin, 1994). Meanwhile, Robson (2005, p.553) 

defines triangulation as: 

A research approach employing more than one perspective, theory, 
participant, method or analysis, the notion is that this helps in getting a better 
'fix' on the object of study.  

 
According to Breitmayer et al. (1993), the main purpose of triangulation is to enhance the 

validity and reliability of research results. There are four different kinds of triangulation 

which are:  data triangulation; investigator triangulation; theory triangulation and 

methodological triangulation (Patton 2002). In this research, three types of data 

triangulation were used. Firstly, data triangulation was used as the data was gathered 

through diverse sources such as bank managers, government officials, bank customers 

and potential banks customers and through the use of differing methods (questionnaire 

survey, document analysis and semi-structured interviews) all to investigate the topic that 

is trust in the banking system. Investigation triangulation was achieved as the researcher 

worked under the advice of two supervisors who evaluated the work and provided 

feedback on a regular basis. Lastly, methodological triangulation was used by applying 

different research approaches (qualitative and quantitative). 

One aspect of research validity is the possibility of generalising the study outcomes from 

a sample to a population (Byrne 2002). Some researchers such as (Saunders et al. 2007; 

Williams 2003) report that there are difficulties in generalising the results of qualitative 

based research.  

As the current research mixed the two approaches (qualitative and quantitative) and the 

sample population was from all over the KR region, the outcomes of the research can be 

generalised to the all population of the KR as the sampling technique was followed to 

identify the main factors that made the people in the KR reluctant to trust and deal with 
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their current banking system. The outcomes of this study can be generalised to the Iraqi 

population as a whole, as the culture and nature of the Iraqi population is very similar to 

one another.  

4.11. Ethical consideration  

Research in social science is usually intended to investigate human feelings, thoughts, 

motivations and experiences (Muthner et al. 2012). This requires a strong relationship 

between the researcher and the participants and this relationship is based on ethical 

commitment. The researcher needs to consider the privacy of participants and does not 

behave in a way that may harm them. Miller and Brewer (2003) described the relationship 

between the researcher and the participants as a (win/win) relationship, in which both the 

researcher and the community being studied parties should benefit positively from the 

research. 

In this research, close attention was given to ethical considerations. The issue started by 

following the ethical guidelines provided by the Cardiff Metropolitan University. For all 

three data collection processes there was interview pilot, semi-structured interview and 

the questionnaire. The researcher applied for ethical approval and the application was 

approved. During the data collection process, interviews were provided with a 

participant’s information sheet and participant’s consent form. All the data was saved in 

secure locations; where only the researcher had access to it, and the coding system was 

applied during the qualitative data analysis in order to hide the names and positions of the 

bank managers and government officials (figure 4.4). The key research purpose was 

illustrated to all interviewed bank managers and government officials. Great care was 

taken to make sure that they understood that both themselves and their organisations 
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details would remain confidential, and only known to the researcher and that any quotes 

used would be coded to maintain anonymity (Miller and Brewer 2003).    

The online questionnaires were confidential as participants were anonymous, even for the 

researcher. Participants received a link and recorded their answers without writing or 

mentioning their names. As some of the questionnaires were distributed manually, the 

respondents also stayed anonymous as they just answered the questions on the papers 

without writing their names or any indication that belongs to them.  

During the interview process, some bank managers and government officials voiced their 

concerns that the information they provide during the interview might affect their jobs. 

Once the researcher explained to them that the information is only for research purposes 

and also that their names would remain anonymous, they were at ease and agreed to 

participate.  

4.12. Summary  

This chapter presented the methodology approach used in the research study. It illustrated 

the research design and research paradigm (pragmatism) and the research approaches 

(deductive and inductive and abductive) were investigated. Followed by the 

methodological choice, quantitative, qualitative and mixed methods research was 

explored and included the rationale behind choosing mixed-method research for the 

current study. In addition, the research strategy used in this research study was also 

illustrated. Moreover, three methods that were used in this study were explained. The 

three different methods were documentation, interviews and survey (questionnaire). In 

addition, reliability, validity, ethical consideration and generalisation were also covered 

in this chapter. The next chapter will discuss the interviews with bank managers and 



 

120 
 

government officials and show their opinions regarding the current banking system in the 

KR.  
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Chapter Five: Analysis of interviews with Bank Managers 
and Government Officials  
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5.1 Introduction  

This chapter presents the analysis of the results of the data collected through interviews 

with sixteen banks managers and government officials at the ministry of finance. Details 

of the data collected from the interviews were analysed using NVIVO software. Various 

themes emerged from the analysis of the data; the most important included banking 

awareness, paying salaries, the role of banks in the economy of the KR, investment, 

religion, previous losses, political instability, illiquidity of the banks and competition. 

These themes order in this way since the researcher adopted thematic analysis (See 4.9.1). 

The chapter also includes analysing the current state of banks with regard to the strong 

and weak aspects of the KR banking system according to the interviewee’s viewpoints. 

Then the chapter focuses on analysing the technology used in the KR banks followed by 

discussing the trust in the KR banks. Finally, the chapter also analyses the viewpoints of 

interviewees regarding Islamic banking service in the KR, privatisation, foreign bank 

entry.  

5.2 Banking awareness  

Banking awareness refers to how aware people are of banks, as well as the importance of 

banks in society. With regards to banking awareness, interviewees were asked how they 

see banking awareness among the region’s people.  Eleven interviewees (e.g. GOMF1; 

GOMF4; SBM1) stated that banking awareness in the region is very weak. Moreover, 

[PBM4] believed that a large portion of people in the region do not know what a bank is 

until they have to use one. Supporting this, [PBM4] suggested that customers and 

business owners do not have financial and banking awareness saying that:  

People don’t have a banking education. Even our merchants do not know 
what the bank is until they need money and come to the banks to get a loan. 
We need more banking awareness [PBM4].   

 

 [PBM2] mentioned that banking awareness depends on the geographic location of the 

population, with some areas having more banking awareness than other areas. People 

living in urban areas have more information about banks than those who live in rural 

areas, but overall awareness is very weak. At the same time, SBM5 suggested that the 
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lack of banking awareness among the population of the KR region may be one of the 

reasons why people do not trust the banks.  [GOM4] confirmed that by saying that 

banking awareness is so weak that banking awareness should be raised using newspapers, 

TVs, and even religious preachers. 

The comments are supported by Jawad (2014) who indicated that, while the international 

standard banking density is one bank for every ten thousand people, in Iraq it is one bank 

for every forty-five thousand people. This is a part of the reason for a low level of banking 

awareness among the Iraqi people. This finding is also consistent with Singh and Bradosti 

(2015) which stated in their research that Iraqi people are basically not aware of the 

benefits that banks can provide, as a result, citizens are reluctant to use banks. It shows 

the necessity for promoting banking awareness amongst Iraqi citizens and banks can help 

this process by providing better banking services. 

PBM6 and PBM7 agreed with GOMF4 that banking awareness is poor among the people 

in the region and that it is the responsibility of banks to introduce themselves and their 

services to the population: 

Banking awareness is very weak as most people do not use banks for their 
daily life; it needs an immense effort by the banks to educate people about the 
banking services [PBM6] 

 

GOMF1 and GOMF2 were optimistic about the strengthening of banking awareness in 

the future. Their enthusiasm comes from two facts: first that there is an increase in the 

number of students who are going to university, many overseas than before and as Guiso 

et al. (2004) has shown it is more highly educated who tend to be more familiar with 

benefits of the banking system. Second, that it is the government’s intention to pay all 

their employees’ salaries through banks in the future which will of necessity increase 

usage. In contrast, GOMF4, PBM6, PBM7, GOMF1 and GOMF2, PBM3 and SBM1 

blamed banks for not making a significant effort to attract customers and raise banking 

awareness amongst the population. They believe that people are aware of banks and 
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banking, but feel that the problem is caused by the underdevelopment of banks. This is 

because many banks have not embraced the latest information and communication 

technologies and are still using systems used by banks before the Gulf War in 1991.  

5.3 Paying salaries  

With regards to reconciling people with the banking system in the KR, interviewees were 

asked whether they consider it to be an effective tactic to pay employee wages through 

banks instead of in cash through their offices. From the bank manager’s point of view, 

paying salaries of all employees through banks would encourage people to patronise 

banks. Some private banks have offered the government a proposal for that purpose but 

the government has not agreed to it, even the government bureaux are not allowed to have 

accounts with private banks and may only deal with state-owned banks.  

“The salaries of all employees should be paid through banks. We offered the 
government a proposal for that purpose but they did not agree to it [PBM7.]” 

 

Currently, only select employees with high salaries like ministers, top officials and 

university lecturers get their salaries paid through banks, while the rest of the employees 

are paid their wages in cash at their offices. This finding is consistent with the previously 

published result (U.S Commercial Service 2012) which clarified that the employment 

remuneration system in Iraq is cash-based and most financial transactions occur outside 

the banks.  

However, although most bank managers and government officials (e.g. PBM2; PBM3; 

SBM1; GOM1) agree that paying the salaries of all employees through banks would be a 

positive initiative, they also agreed that this is not possible yet as the current banking 

system is too underdeveloped. That process would require more developed technologies 

such as ATMs with credit or debit cards or online banking services. They also suggested 

that an electronic paying system should be adopted simultaneously by supermarkets and 

other retail outlets. For instance, one of the managers confirmed to this by stating that:  

“It is very good if all salaries are paid through banks, but it raises another 
big problem for banks as there is not any electronic payment system in the 
region. People will queue in front of the banks so that they can withdraw their 
salaries. So personally, I think it is not compatible with the current banking 
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system, but if there is an electronic payment method for other common goods 
and services it will be easier [SBM3]”     

 

He also indicated that due to the limited number of bank branches there would be long 

queues outside of each bank branch, suggesting that it would be very important for the 

banks to utilise the latest technologies like ATMs and visa cards and e-banking where the 

need for physical content is greatly reduced. PBM5 also believed that the current banking 

system which uses outdated technologies would not be able to sustain a high volume of 

accounts with in-person banking as the only option for the majority of bank customers in 

the KR.  

5.4 Role of banks in the economy of Kurdistan Region 

Supporting Jawad’s work (2014) the findings of this research indicate that the role of 

banks in the KR in helping the overall economy is weak. When the interviewees were 

asked about how they evaluated the role of the banks in helping the overall economy of 

the region, nine out of sixteen interviewees (e.g. GOMF1; GOMF2; PBM2; SBM2) said 

that the role of banks was not significant, as GOMF3 explained:  

“There are a number of obstacles in front of the banks which resulted in them 
not playing a significant role in helping the economy of the region. The most 
noteworthy obstacle is political and economic instability, as political and 
economic stability are two major factors that banks require. So, I can say the 
role of the banks in helping the overall economy of the region is very weak 
[GOMF3]” 

 

On another hand, GOMF2, PBM1 and PBM4 thought that banking in the region is helping 

the overall economy. SBM3 confirmed that both private and state-owned banks have 

helped companies rebuild the infrastructure of the country and by doing so, they helped 

the overall economy. He said that: 

“After the fall of Saddam's regime in 2003, there was a big gap between the 
inside and the outside world in Iraq because all state-owned banks in Iraq 
were on a black list. Later when American forces invaded the country, they 
established the Trade Banks of Iraq TBI just to carry out the Oil for food 
programme transactions, but it was not sufficient to perform all the projects 
at that time. As a result; many private banks were established and they could 
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send money abroad to pay for the goods which were bought there for the 
purpose of rebuilding the country whether economic or industrial. So, the role 
was positive [PBM4.”    

PBM2 related the limited role of banks in the economy to the lack of trust by the public 

as well as the underdevelopment of technologies used by banks. Furthermore, PBM7 

believed that only private banks have helped the economy of the region. [SBM1] 

confirmed this by saying:  

“… but at the moment, banks in the region do not play a big role as we do 
not have enough capital for investment and are limited to the distribution of 
the government’s money for employees’ salaries and some government 
projects.”  

Most of the bank managers described the state-owned banks as simple money stores 

which are used by the government to make payments as directed by the government, 

rather than encouraging a focus on their development.  

5.5 Old and new banking system  

The examination of past and present developments of the KR banking system in terms of 

its structure, functions, and difficulties have shown that the financial system in the KR is 

still limited in terms of its construction and performance and there is no obvious 

development in the sector. When banks managers were asked how they compare the 

banking system before the beginning of the Gulf War in 1990 with the current banking 

system, all of them believed that the banking system before the first gulf war in 1991 was 

much better than the current banking sector. It can be noticed from the following quote: 

“There is a difference between the current banking system and the banking 
system before the Gulf war, as before the gulf war in 1991, there was a system 
and regulations for the banks and they were performing good, but after the 
war, the economic sanction which was put on Iraq by the United Nations 
including the banking system, made the work of banking system very slow and 
their links with the outside world were cut [GOMF4]”.  

PBM1stated that staff in the current banking system were not experienced and they used 

to have better bank staff before 1991, but most of the experienced people left due the 

violence and wars in the country. He also states that the banking system before 1991 was 

performing well at that time. Another comparison by the managers was that the previous 

banking system had a good connection with global banks while currently banks are 

isolated from the outside world.  
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PBM3 believed that getting a loan from banks was much easier before the war and that 

there was a better relationship between the banks and people at that time. 

Currently, individuals find it challenging to obtain a loan through banks since, as 

previously discussed in section (2.2), banks oblige customers to have a guarantee. This 

usually comes in the form of property or real estate which banks take as security until the 

customer pays back their loans. This actively suggests that banks do not trust their 

customers, while they blame the KR people for not trusting in banks. This can be 

evidenced in the following quote:  

      

“The banking system before the Gulf War in 1991, was working well for that 
time, but banks nowadays use the same old system without bringing in the 
latest technologies into their work, making them very underdeveloped. 
Another difference is that banks before the Gulf War were trusted more by 
people, but since then they have lost most of that trust [PBM2] 

 
This finding is consistent with what was discussed in the literature review, as the literature 

showed that the banking system was trusted by the Iraqi people before 1991, and they 

started to lose their trust after that date (see section 3.2). There is another difference 

between the old and current banking system which is the appearance of private banks, as 

before 1991 there were no private banks but after the war especially from 2003 onwards, 

many private banks came into the market (PBM4).  

5.6 Investment  

In an effective banking system, banks and private sector investments are intertwined; 

banks provide loans for private sector investments and private sector companies deposit 

their money in the banks who then invest that money. When asked about the role of banks 

in the region in helping investment in the private sector, bank managers divided into two 

groups, one group [e.g. PBM1; PBM5; GOMF2; GOMF4] believed that banks did help 

investment in the private sector 

“Banks have a good role by providing loans for the private sector, for 
example, we as a private bank opened the link between the investors inside 
the country with the outside world through the letter of credit and sending or 
receiving money abroad [PBM5.”] 
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The other group of bank managers [e.g. PBM3; SBM1; SBM3; GOMF3] indicated that 

the role of banks in helping private sector investments is very poor or trivial. [SBM3] 

believed that the help comes only through some slight facilities like issuing them with 

letters of credit or letters of guarantees. They explained that some banks (both private and 

state-owned) do not even lend to the private sector. This finding is consistent with that of 

Aziz and McConaghy (2014) who stated that Iraq’s financial system is bank dominant in 

that banking activities covers 75 per cent of the overall financial service system. However, 

it is not helpful to the development of Micro, Small, and Medium-Sized Enterprises 

(MSMEs). Approximately half of the businesses surveyed in a 2012 World Bank 

Investment Climate Assessment (ICA) indicated great struggle in obtaining financing and 

less than 7% reported receiving a loan.  

These findings are consistent with Mishkin (1999) who showed that the main function of 

financial markets is to direct funds to those individuals and institutions who can 

demonstrate useful investment opportunities. If this role is not fulfilled; the economy 

cannot perform well, leading to a slow down the economic growth. This negative 

relationship between banks and private sector investors in the KR, highlights the fact that 

there is a form of mistrust between investors and banks especially as private investors 

keep their money by themselves instead of putting it in banks.  

While SBM1 identified the limited role of banks in helping the private sector to invest 

their limited capital, SBM4 faulted the private sector for not coordinating with the banks. 

He believed that the private sector found their way to save and keep their money safe 

while waiting for banks to upgrade their technologies before investing with them. 

5.7 Communication  

Banks communicate with their customers using a variety of methods including face to 

face, telephone, emails, or through online banking services. Some banks even provide 

live chat for their customers. Communication is an essential way for banks to establish a 

good relationship with their customers. Developed banks all pay significant attention to 

efficient communication, including through their web presence. For example, figure (5.1) 

and (5.2) below shows the numerous options for a customer to contact Lloyds bank in the 

United Kingdom, with separate communications for each service department. Meanwhile, 
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figure (5.3) shows the contact unit in North bank in Kurdistan which is one of the most 

developed banks in the region. There are only two basic methods of communication in 

North bank; telephone and emails, and the only telephone number provided are for the 

bank’s head office.       

Figure.5.1: Lloyds bank website (contact us) unit Source: 

http://www.lloydsbank.com/contact-us.asp  [date accessed 27/11/2014]  

http://www.lloydsbank.com/contact-us.asp
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Figure5.2: Lloyds bank website contact us unit Source: 

http://www.lloydsbank.com/contact-us.asp  [date accessed 27/11/2014]  

 

 

http://www.lloydsbank.com/contact-us.asp
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Figure5.3: North bank website (contact us) unit Source: 

http://www.northbankiq.com/en/contactus [date accessed 27/11/2014]  

 

 

This very limited range of communication techniques brought up questions aimed at 

understanding the actual communication methods of banks in the KR. Interviewees were 

asked what means they used to communicate with their customers. In some banks, direct 

contacts inside the bank in the form of face to face meetings were the only technique used 

for communication. This is evidenced in a statement by PBM1 in which he indicated that 

their communication with their customers occurs directly inside the bank when they visit 

the bank.  

Furthermore, only four of the investigated banks had an email address for their customers, 

the rest only used telephone and direct contact inside the banks. As indicated by SBM3, 

telephone and face to face are the only available communication methods for their 

customers because they are not developed enough to use emails or the internet. this can 

be one of the factors that reduced trust among the banks in the KR since a number of 

studies indicated that establishing good communication can help companies to improve 

their trust (Morgan and Hunt 1994; Mukherjee and Nath 2003)  

5.8 Barriers  

Some people who do not deal with banks may have personal reasons for making that 

choice. When the bank managers were asked their opinion of the most striking barriers 

that led to people not dealing with banks, they indicated that there were several different 

barriers. The most striking barriers are identified in the next sections.  

5.9 Religion  

Religion affects most of the decisions that are made by people in societies that have 

followed a specific religious affiliation. Most of the people in Iraq and Kurdistan are 

Muslim. In order to find out whether or not religion has any effect on people’s attention 

towards banks, Government officials and bank managers were asked if they believed that 

religion had any effect on people’s attitude towards using banks. 

http://www.northbankiq.com/en/contactus
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Most of the managers indicated that religion was one of the most considerable barriers. 

For example, PBM6; PBM2 and GOMF6 indicated that religion is the main obstacle that 

deters from using banks as the majority of people of the region are Muslim. They think it 

is Haram (prohibited by Islam) to deal with banks, as evidenced in the following quote: 

“…religion also is a barrier.  Let me give you an example. I had an employee 
with a good university degree, so I put him in the deposit account unit in the 
bank.  After 3 days of working there, he told me that he cannot work there 
anymore. When I asked why he said because a religious man told him that 
even working in that unit is prohibited by his religion [PBM2] 

Meanwhile, (PBM1; PBM2 and SBM1) mentioned that most people considered using 

banks as being Haram. As a result of the lack of banking awareness, people are unaware 

that banks can provide non-interest deposit accounts. As demonstrated in the following 

quote: 

“… People in the KR are really concerned about their religion, for example 
when I was a bank manager, people were coming to me every day and asking 
me whether or not putting money in the banks is Halal or Haram  [GOMF2].” 

These findings is consistent with Hassan and Lewis (2007), where they showed that 

religion can significantly influence the decision-making behaviour of Muslim consumers 

regarding using banks; most Muslim customers use Islamic banks for reason that they 

believe that these banks are compliant with Islamic beliefs. Moreover, those findings are 

also consistent with Singh and Bradosti (2015), when stating that Islamic religion is one 

of the most prominent barriers that prevent banking operations in the KR from 

developing. 

The reason people think that it is against their religion to deal with banks is because of 

interest accruing on their deposits, which the teachings of Prophet Mohammed clearly 

prohibit. Managers believe that the lack of banking awareness among the KR population 

has misled people to think that dealing with banks is Haram (see section 2.5).  Banks offer 

deposit and current accounts, and according to managers interest is not accrued on current 

accounts. People also have the option to open interest-free deposit accounts.  

Furthermore, when asked about their plan to increase the number of their customers, 

PBM2 stated that as long as the religious issue exists, it will be quite hard for them to 

increase the number of their customers.  
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Additionally, interviewees like (SBM1; SBM2; GOMF3) stated that the people in the 

region are divided into two groups; one group which encompasses the majority are very 

concerned with the issue of accrued interest on their money, and another group who do 

not pay any attention to the religious beliefs on this topic.  

Islamic banks can contribute to reducing some of the people’s concerns regarding this 

issue. But as the awareness of the KR people regarding Islamic banking service is weak 

and due to other concerns that there is no difference between the Islamic banks and non-

Islamic banks (Hassan and Lewis 2007; Chong and Liu 2009; Khan 2010; Husman 2015), 

the role of Islamic banks in reducing this concern will not be crucial.  

5.10 Previous losses  

 The majority of the bank managers for example [e.g. GOMF4; GOMF3; PBM5; SBM7; 

SBM4] believe that previous losses experienced by customers putting their money in 

banks, especially during previous wars, has made customers hesitant to trust banks again, 

as evidenced in the following quote: 

“One of the obstacles is the previous wars like the Iran-Iraq war and then the Gulf War in 1991 

followed by the Civil War, which made people lose their trust towards the banking system - as 

most of the banks have been looted during the wars…  [GOMF4]  

These results agree with Platt (2003) who believed that a significant part of the reason 

that people do not use banks is a result of the three decades of wars during which time, 

the majority of the country’s banks were bombed, torched and looted. This created a type 

of banking culture as {GOMF1} explained, 

 One of the main reasons is the legacy of the banking culture in the region, as most of the 

people in the KR are not used to using the banks.  
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5.11 Political instability  

All the interviewed managers considered that political instability is an obstacle that 

prevents people from trusting and dealing with banks in the region, GOMF1 suggested 

that not only do people not trust the banks but they also do not trust the government. 

Moreover, SBM5 believed that money does not stay somewhere unstable, and due to 

political instability, people prefer to keep their money at home. In addition, SBM4 stated 

that political instability caused people to distrust banks and resulted in people 

withdrawing their money from the banks for fear of losing anymore during further times 

of unrest.  

 

“… Banks in the region are prisoners of the total political situation. If the 
political situation was not unstable, banks would have developed trust 
automatically. When people feel safe and secure, they will never withdraw 
their money from the banks but when they don’t feel safe and secure then they 
withdraw their money from the banks. So, the political and economic situation 
inside and even in neighbouring countries should stabilise then it will help 
the banks to stabilise and gain trust [PBM4]  

 

This finding is consistent with that of Jawad (2014) which shows that caution and distrust 

remain as obstacles that delay people’s collaborations with banks. People still refuse to 

deal in cheques, preferring instead to deal with cash. Additionally, as previously 

discussed in (chapter 2.4) instability has prohibited the growth of automated transactions 

through credit cards and automated teller machines. It is broadly assumed that the banking 

system has an exceptional status regarding instability, essentially because instability 

affects banks more than any other business sector (Carletti and Hartmann 2003).  

Meanwhile, according to PBM3 and PBM5, security and political instability did not only 

result in the general public losing their trust in the banking sector but it also made banks 

lose trust in the public. This is reflected in the banks’ need for significant guaranties in 

order to get loans, usually in the shape of collateral.  The banks’ reasoning is that they 

have to do so to protect them due to the unstable economic system of the region.   
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5.12. Illiquidity of the banks  

Bank illiquidity is a common reason for people not to deal with banks, as depositors 

expect banks to pay them back on demand. Six out of sixteen bank managers clearly 

pointed out this problem {e.g. SBM1; SBM2; PBM7; GOMF3}. Banks in the KR have 

failed to repay their customers on-demand on many occasions, as explained in the 

following quote: 

“The lack of liquidity in the bank, for example, if you deposit some money in 
the banks now and go back there next week and ask for your money, they will 
tell you that they do not have enough money to pay you back. This made 
people lose trust in the banks [SBM1]  

This illiquidity problem affected people’s perception of banks significantly, especially 

since some of them had already experienced some losses before. This finding is consistent 

with Jamal (2014) who stated that people in Iraqi Kurdistan found themselves unable to 

withdraw money from their bank accounts, although they have enough money in their 

accounts. This has become an annual problem almost every year at around the first quarter 

of the year.  

5.13 Competition  

The bank managers were asked how they see competition among the banks in the region. 

Most of them {e.g. GOMF4; GOMF2; PBM2; PBM3} replied that there is no competition 

amongst the banks in the region, or at least it is not obvious, 

“We as state-owned banks do not compete with each other or even with the 
private banks because we just perform some government work like storing 
money and distributing the salaries of the government employees; facilitating 
the lending of money to the companies through issuing letters of credit. But I 
think private banks compete with each other - but it is not very obvious 
[PBM2]”.   

 
State-owned bank managers just undertake the tasks set out by the government so they 

are unable to focus on the development of their banks or the diversification of any of their 

services. This inevitably leads to inertia and a lack of incentive to pursue change. They 

believed that competition does happen when bank managers have authority over changing 

their banks for the better and when they lack this authority there is no competition among 

them. SBM2 stated that if the managers were allowed to run the bank in their way, they 
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could develop their banks and compete with private banks to provide better services for 

their customers. State bank managers cannot conduct any changes without permission 

from the state and as a result, they are reluctant to change, and this finding is consistent 

with Hofstede et al. (2010) regarding the higher power distance cultures.  

All interviewees believed that competition among banks would lead to a better banking 

system in the region {e.g. PBM1; PBM3; SBM3; GOMF3}. They thought the competition 

would force banks to offer better services to their customers. As mentioned by {SBM3}; 

“Competition is one of the factors that develop the banking system and then 
leads to attracting more customers because they are forced to offer the better 
services”.  

PBM7 stated that competition has the potential to promote trust among bank customers. 

PBM3 stated that competition happens when supply is greater than demand, but at the 

moment the Kurdistan banking service supply is much smaller than the demand on them, 

so banks do not need to compete amongst each other.  

5.14 Current state of KR banks  

All the interviewees believed that there was a big difference between the banking system 

in the KR and with the banking system outside of Iraq; {GOMF4} indicated that the 

banking system in the KR does not operate as an efficient banking system because this 

system is very weak. {GOMF3} stated that “we have a number of banks in the KR but 

their quality is very weak and they need an immediate restructuring”. GOMF1 

commented that KR banks perform better than the banks in the rest of Iraq but they are 

still stuck and are not moving forward, 

“If we evaluate the banking system in the KR and compare it with the rest of 
Iraq, we can say our banking system is better, but if we compare is with the 
rest of the world, our banking system is very underdeveloped because the 
banks do not perform their role as banks... [GOMF1]”. 

His belief is that most of the state-owned banks do not have capital and a proper 

management system and also mentioned that state-owned banks cannot perform all 

government jobs.  

“We do not consider state-owned banks as proper banks, because banks 
should work in accordance with the international standards and need to have 



 

137 
 

devoted capital with authorised managers. The SOBs do not have them, but 
private banks do work in accordance with the international standard, 
although they still do not perform as proper banks as the system is still the 
same old one ... [PBM7].”  

 
This is supported by Jawad (2014) who considers that the managerial structure in most of 

the Iraqi banks was weak, particularly in state-owned banks, which lack the experience 

of contemporary banking practices.  

5.15 The strong and weak aspects of the KR banking system  

When asked about the strong and weak aspects of the banking system in the KR, nine out 

of sixteen managers interviewed believe that the underdevelopment of the banking system 

is the most strikingly weak aspect of the banking system in the region.  {GOMF4} stated 

that banks still execute most of their daily work manually without benefiting from the 

latest technologies. {GOMf3} believed that one of the weak aspects of the banks in the 

region is that there is no electronic payment system at all. This finding is consistent with 

Kami and Bayoumy (2012) who believe that one of the weaknesses of the Iraqi banking 

system is the lack of modern technologies and systems because of the dominance of state-

owned banks. By contrast, {GOMF2 believes that being a state-owned bank has an 

advantage in the banking system as the state-owned banks cannot go bankrupt since the 

state is behind them. Despite this, GOMF2 still confirmed the inefficiency of state-owned 

banks because they have not applied advanced technologies in their services.  One of the 

managers confirmed this by stating that:  

“…The weak aspect is that the banking system in the KR is still the same old 
system which has been used before 1991 and it cannot adopt the developed 
technologies and provide the proper banking service to its customers 
[PBM1”.]    

 

In confirmation [SBM5] stated that:  

    “Another weak aspect is that our banking and financial system remains in 
its beginning… “ 

Another weakness is that state-owned banks do not have planned capital, which means 

they cannot propose their plans for the future. Again, this finding is also consistent with 
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Fletcher (2001) who stated that in higher power distance countries people with inferior 

rank in management cannot decide to change the procedures without agreement from 

superior management. As a result, bank managers cannot plan to develop to change their 

banks because they need to wait for their superiors (the government) to direct them. 

Managers like {GOMF4, GOMF3 and SBM1} stated that the lack of devoted capital 

especially in SOBs is one of their weaknesses.  

Losing trust among the public is another weakness of the banking system in the KR. 

Interviewees like (PBM2; PBM5; PBM7) stated that people were scared to deposit their 

money in banks because they had bad experiences with the banks before with some cases 

being very recent. For example, during late 2014 and early 2015, most of the SOBs failed 

to repay their customers on-demand as evidenced in the following quote by a private bank 

manager: 

“SOBs damaged our reputation as well when they failed to repay the 
depositors on demand, this made people withdraw their money in private 
banks fear of facing the same situation… [PBM7]”.  

 

When the interviewees were asked about the strengths of the banking system in the KR, 

(SBM2 and SBM2) replied that there were none. They highlighted the fact that banks are 

not linked to the internet; that there are no cash machines in the streets; banks cannot send 

money abroad and there are no electronic links to retail or other business sectors. This is 

consistent with Kami and Bayoumy (2012), who stated that Iraqi banks cannot help 

economic development because they are still using technologies that belong to the 

previous era. Other interviewees found some strengths in the banking system in the KR. 

Interviewees like {GOMF1; PBM2 and SBM4} found that the fact that they are still 

operating and ensuring at least a basic banking system that can provide services such as 

the payment of state employees to be a strength. 

On another hand, (GOMF3; GOMF6; PBM3) indicate that establishing new banks, 

especially a number of private banks, is one of the strong aspects of the banking system 

in the region, as private banks filled the gap by linking the country to the outside world 

through global connections. Private Banks in the region are growing quite fast and have 

the tendency to bring the latest technologies into their daily work by sending their 
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employees abroad for training. Another strong point of the banking system in the region 

is that there have not been any recent cases of bank robbery.  

5.16 Technologies  

As discussed in section 2.9, in today’s business environment, technology plays a 

substantial role in improving the performance of banks and their service quality. To 

understand the opinions of the bank managers and government officials in the KR 

regarding the use of technology in their banking services, interviewees were asked if they 

believed that if banks used more developed technologies (e.g. internet banking, mobile 

banking, telephone banking or cash machines), it would motivate people to open accounts 

in banks. All the interviewees felt that if banks adopted the latest technologies in their 

daily work, its inhabitants would be encouraged to open accounts in banks. This is 

evidenced in the following quote:  

“Developed technologies are very important for banks because they 
encourage people to invest or save their money in the banks instead of keeping 
it at home; our banks need to bring in the latest technologies into their daily 
works [GOMF3]”. 

Moreover, (GOMF3; GOMF6; PBM3) believed that if banks in the region brought the 

latest technologies into their work, it would increase banking awareness among the people 

of the region and increase the likelihood of people dealing with banks. Currently, banking 

hours are a big issue for banks since banks only open on weekdays from 8 am to 2 pm, 

while the normal working hours in the region are from 8 am to 3 pm. Since banks are 

closed on Friday and Saturdays, people would have to take time off from work to go to 

the bank. One solution for this issue is for banks to adopt electronic banking or online 

banking services like automated teller machines (ATM) or internet banking which would 

help customers to withdraw/transfer money any time of the week. Regarding the 

acceptance of modern technologies by the customers in the region, {SBM5} believes that 

people in the region would be willing to accept modern technologies as evident in the 

following quote: 

“Any modern technology in this region will be accepted so quickly, as we 
have already seen how people adopted mobile phones and internet 
connections. I think whenever banks start to apply those new technologies 
like ATMs, mobile banking or internet banking; it will attract a lot of 
customers [SBM5].” 
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However, this statement is not supported by McCoy et al. (2007) who stated that people 

with high uncertainty avoidance culture (such as Iraq) are reluctant to accept changes and 

new ideas. Nevertheless, adopting modern technologies like ATMs or internet banking is 

not just related to banks, because these modern technologies require uninterrupted 

electricity and good quality of internet service which are not fully available in the region. 

In fact, there is still no electricity available in most of the cities and towns for 24 hours. 

Meanwhile {PBM3} believes that banks along with the retail sector and other sectors can 

encourage people to use the banking systems in the region if they all adopt electronic 

payment.  For instance, cash is currently the only acceptable method of payment if you 

want to pay your utility bills, buy groceries, fill your car’s fuel tank or buy drugs and 

medicines. This finding is consistent with (Calisir and Gumussoy 2008; Gu et al. 2009; 

Baptista and Oliveira 2015) who showed that adopting information and communication 

technology helps banks to reduce transaction costs, improve customer service delivery as 

well as catch up with the global business development.   

5.17 Trust  

In the last three decades, banks in the KR have been faced with people’s unwillingness to 

deposit their money with them. To explore whether or not banks have lost their trust 

among the inhabitants of the region, the bank managers were asked if they thought this 

was the case. Conclusively, thirteen managers believed that banks have lost trust among 

the people. However, the three other interviewees (e.g. GOMF1; GOMF2; GOMF3) 

stated that banks have not lost their trust among the people. These interviewees are 

government officials in the finance ministry and as such are not involved in the banking 

sector directly; their views can be evidenced in the following quote: 

“I cannot say that banks totally lost their trust because there are many 
customers and depositors, but I can say the existence trust is weak 
[GOMF3.”]   

 

{GOMF2} supports the above quote by stating that every month the number of depositors 

in the banks is increasing, but he does not hide the fact that recently this trust was 

weakened. On the other hand, most of the bank managers (PBM1; PBM2; PBM4; SBM1; 
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SBM2) clearly state that banks had already lost their trust amongst the people. This 

finding is consistent with (Al-Janabi 2013; Zebari 2013 and Raheem 2016) who indicated 

that Iraqi banks have lost their trust among the population of the country. Interviewed 

bank managers believed that different reasons contribute to this. {PBM3} believes that 

one of the reasons that people do not trust the banks is the unstable economic situation in 

the region, while (PBM1; PBM2; PBM4; SBM; SBM4) consider that the most notable 

reason is the recent financial crisis in the region. This is supported by the following quote: 

“Due to the previous bad experience with the banks … and recent financial 
crisis and the illiquidity of the banks I can say banks have lost their trust at 
the moment [PBM6].” 

This finding is paralleled with Jansen et al. (2015) who stated that negative experiences 

of the past financial crisis affected trust in the banking system. This finding is also 

consistent with Al-Silefanee’s, (2014) which suggests that the recent financial crisis in 

the KR region has exposed the KR government’s financial vulnerability. This was evident 

when the KR banks faced a lack of liquidity which failed to pay their employee’s their 

salaries.  According to Foo (2005), gaining the necessary liquidity and credit is acquired 

through a solid banking system in any country which then improves the market economy. 

Facing liquidity problems by the KR banks is a sign that they are not solid. Maybe this 

problem is a result of the central government’s refusal to send the KR’s share of the annual 

budget due to a political dispute between the KRG and the central government in 

Baghdad.  The fact that they were unable to pay their customers in three months raises 

big questions about the bank’s credibility. Usually, in these types of situations, banks lend 

money to help the government to overcome the crisis, but in the KR, banks do not have 

this function. Meanwhile, {PBM4 and BBM1} believe that trust in banking revolves 

around the ability of banks to repay their customers on-demand and banks in the KR failed 

to do that, as evidenced in the following quote:  
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“… Trust in banking services is the availability of cash for customers on 
demand. If the customer comes to a bank and cannot get the amount they 
want, then the trust between that customer and the bank will be damaged 
[PBM1].” 

This finding is consistent with Harrison (2003) who stated that customers in the banking 

system usually buy a number of promises that the banks protect their funds and look after 

their benefits, and when they fail to do that, they will lose their trust among their 

customers.  

5.18 Future Development Plans  

There is a big difference between the private banks and SOBs in the KR regarding the 

independence of the management. SOB bank managers cannot make decisions regarding 

the development of their banks or pertaining to any changes to their branches because the 

final decision is that of the government. 

In contrast, private bank managers like (PBM1; PBM4; PBM7) mention that they have 

plans to increase the number of their customers by providing better services to their 

customers, but they fail to explain how they will improve their services. For example, 

PBM1 stated that: 

“We try to increase our customers through providing better services while 
PBM6 commented that “we want to increase the number of our customers by 
improving our services”  

The general reason behind state intervention in the banking sector and establishing state-

owned banks was to generate trust and confidence through political stability (Lindgren 

1997). But when interviewees were asked about the role of the government in helping the 

banks in the region, nine out of sixteen bank managers and government officials (e.g. 

GOMF3; PBM1; PBM3; SBM1; SBM2) stated that the role of the government is negative 

when it comes to helping the banks, as seen in the following quote:  

“The role of the government is very poor in helping banks; we have tried 
many times to bring the newer technologies like smart cards but the 
government created some obstacles for us [PBM1.”] 
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According to (PBM5; PBM6; SBM5), the government in the KR does not appreciate the 

important role that banks play in the economy and people’s everyday life. They also 

believe that the government is not serious about spreading banking awareness among the 

KR Population. {GOMF1} stated that the government sees banks only as a store for its 

money and a channel to distribute the money into its projects. The government could have 

a positive influence on spreading the banking awareness and establishing trust in the 

banking system through SOBs, but the action of the SOBs to date has damaged the trust 

because they did not engage with local inhabitants. For example {PBM3} indicated that 

SOBs could not penetrate into the population since they were unable to help people by 

lending them money or by issuing them letters of credit. This is made evident by the 

following quote: 

“The role of government is very weak; the government does not encourage 
the development of the banking system… [PBM6].”   

 

Only five managers, for example (GOMF2; SBM3; SBM4) believe that the role of the 

government is positive in helping the development of the banking sector. They summed 

up the positive role of the government in (a) opening bank branches in areas where there 

were not any bank branches before, (b) providing funds and liquidity for SOBs. The 

following quote reflects this: 

 “Government helps the banks in the region by providing liquidity for the 
state-owned bank and this support from the government helped some people 
to trust the banks [GOMF2].” 

All this positive support only seems to come from those bank managers and government 

officials employed by the government, which is opposed by those in the private sector.   

According to the above findings, it seems that the government has not paid enough 

attention to the banking system, while most of the banking system assets in the KR go to 

SOBs, and, as mentioned before, the SOBs are less efficient than private banks.  
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5.19 Regulation  

A sound banking system needs to have a proper supervisory body that can implement the 

minimum required standards for banks within a legal framework that is frequently 

updated according to changing circumstances. When interviewees were asked whether or 

not regulations and rules favour a sound banking system, most respondents like (GOMF2; 

GOMF3; PBM1; PBM3; SBM1) stipulated that the current regulations are not in favour 

of a sound banking system as it does not encourage banks to develop themselves. This is 

supported by the following quote: 

“… Current regulation and Laws should be changed as they are not in favour 
of a sound banking system [GOMF2].” 

 

Meanwhile, {GOMF3 and SBM1} confirmed that the current regulation is not in favour 

for a sound banking system. Although GOMF3 believed that government has a plan to 

revise those regulations.  

This statement is consistent with Kami and Bayoumy (2012) who showed that the banking 

system law in Iraq needs serious revision because it does not help the banking system to 

improve. The statement is also consistent with Al-Sabbagh and Molla (2003) who stated 

that regulation can influence the development of banking system in a great manner; 

especially if the banks want to shift from traditional banking service to an electronic 

banking service.  

Only four bank managers (GOM4; PBM4; PBM5; PBM7) stated that current regulations 

are in favour of a sound banking system, but that the KR government is not fully 

independent. Most of the regulations are issued through the central government in 

Baghdad including banking system regulations, as can be seen in the following quote: 

“We are in constantly trying to improve the banking system, but as we are not 
independent from the central government in Baghdad, we need their support 
as well [GOMF4].”  

5.20 Service quality   

In order to understand the quality of services provided by banks in the KR, interviewees 

were asked what kind of services they provide, how they deal with customer complaints 
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and what kinds of offers they make to their customers. To examine the quality of the 

services provided, each of them is discussed below. 

5.20.1 Loans  

The main function of banks is that they act as an intermediary between lenders and 

borrowers. Banks accept deposits from people who have surplus funds and use these 

funds to lend to people who are in need of money. Banks in the KR do not perform this 

task, as most of the bank managers [e.g. PBM5; SBM1; SBM3; SBM4] indicated that 

they do not lend to general customers, only to companies and businesses. This finding is 

consistent with Al-silefanee (2014) that banks in the KR have a limited role and are unable 

to offer many other services like loans. Only one bank manager said that they lend to 

businesses and regular customers as well. However, even in this instance, a loan may be 

given in the shape of a car loan (the bank sells the car to the customers on loan, then the 

customer resells the car in order to get some cash). In order to get a loan, banks ask their 

customers to pledge some form of collateral. For example, (PBM2; PBM4; SBM1; 

SBM5) confirmed that collateral is the basis for getting a loan in their banks.  {PBM1} 

stated that: 

We lend money on the basis of a guarantee by the borrowers which are mostly 
in the form of collateral. Customers can borrow 30 per cent of the amount of 
their collateral. For example, if someone has a house valued at 20000 dollars, 
he or she can get a loan of the maximum amount of 6000 dollars [PBM1].”    

While collateral is traditionally viewed as a risk-reducing contractual feature (Booth and 

booth 2006), an efficient financial system must identify and discover productive 

opportunities which do not profoundly depend on collateral (Galindo and Micco 2004). 

It seems that one of the reasons that people are not interested in the banks in the KR is 

that the banks do not offer a collateral-free service in the granting of loans, nor do they 

offer other types of guarantees such as credit history or business reputation.  

5.20.2 Offers  

Offers and promotions are mechanisms that are very popular in the business and 

commerce world; promotions are useful to increase sales and yield benefits for the service 

provider. When asked about whether or not they have any kind of offers or promotions to 

their customers, all interviewees, except for one, said they do not offer any kind of offers 
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or promotions to their customers. Only one manager {PBM4} said that his bank has offers 

for its customers in the form of a lottery that gives customers a chance to win some money. 

Whilst banks in other countries, like the UK for example have many different offers to 

attract new customers. One example is when banks provide special offers when customers 

switch their banks. The lack of offers by the banks in the KR is an indication that banks 

in the KR do not put much effort to attract new customers. According to some managers 

like (SBM5; PBM3; PBM7), there are three types of people who usually open accounts 

in the KR banks: 

• The first type is those who open a normal bank account to save their money and 
use the banking facilities, just like anywhere else in the world. 

• The second type is contractors who need letters of credit (LC) or letters of 
guarantee (LG) so that they can continue their projects. 

• The third type is those people who have been asked to open a bank because they 
need some banking services. For example, they open an account because they 
need a cheque. Once they have used this service, they close their account.  

“People mostly open accounts for temporary purposes, for example when 
they need a letter of credit [PBM7].”   

According to the above quote, it is clear that most of the people who open accounts are 

those who open accounts for a short period. Banks could retain these customers by 

offering them some promotions and offering them some attractive offers.  

5.20.3 Complaints 

Organisations pay significant attention to customer complaints because they believe that 

unsatisfied customers share their experiences with others (Buttle 2009). While literature 

suggests that complaint handling promotes trust (seegers 2016), improper or slow 

treatment of complaints might rationally be considered by customers as opportunistic 

conduct and as a result negatively affects trust (Ball et al. 2014; Ganesan, 1994) Banks in 

the KR do not seem to take customer complains seriously. When interviewees were asked 

how they handle customer complaints, most of them said that they deal with customer 

complaints inside banks but did not clearly mention how they handle it. Instead, banks 

seemed more inclined to blame customers, suggesting that their complaints are not 

appropriate due to their lack of banking awareness; this is reflected in the following quote: 
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“… in all situations, we try to work on their complaints if their complaints 
benefit our bank, and there are some complaints that are not appropriate 
because the customer does not have banking education and they need a lot of 
explanations [PBM4].” 

On the other hand, managers also indicated that most of the complaints are about the 

quality of their services which can be handled only through the development of the entire 

banking system through an upgrade of the technologies used by the bank.  

5.20.4 Using money abroad  

Modern banks enable their customers to have access to their accounts when they are 

travelling internationally. When interviewees were asked whether or not their customers 

can use or withdraw their deposited money abroad, all of them said that it is not possible 

for their customers to use their money abroad as supported by the following quote: 

“We do not have any links with banks abroad and we do not use the internet 
in our system, our customers cannot withdraw their money abroad [SBM1].” 

 

This shows that the current banking system in the KR especially SOBs, that it is totally 

isolated from the outside world and it discourages people from using and trusting the 

banking system.  

It seems that the overall banking system in the KR is very weak and, if banks want to 

attract more customers and reconcile inhabitants with the banking system, they need to 

develop their system and improve their services in a way that accommodates the needs of 

the population in the region.  

5.21 Comparing the banking system in the KR with the rest of the world  

There are obvious differences between the banking systems in the KR and the banking 

system in other countries, especially developed countries. In order to see that difference 

in bank managers’ points of view, interviewees were asked how they compare the banking 

system in their region with the banking system around the world. All interviewees shared 

the opinion that there are numerous differences; the first difference which managers (e.g. 

GOMF1; PBM7; PBM6; SBM4) clearly indicated was the economic role of banks in the 

region. This can be evidenced in the following quote: 



 

148 
 

“There is a big difference - because if we look at banks in other countries, 
they perform a big role in the financial system but we cannot even talk about 
the role of our banks as they have not got any roles [PBM6].”  

Interviewees mostly believed that banks in the KR and banks in developed countries are 

incomparable. Some managers indicated that the differences are like (the earth and the 

sky), which is an idiom used by Kurdish people to show that two things are incomparable. 

But when they asked how they compared the banking system in the KR with the banking 

sector in other parts of Iraq, they believed that the banking sector in the KR is far better 

than the banking system in the rest of the country. This view is supported by the following 

quote: 

“… If I compare the banking system in the Kurdistan region with the rest of 
Iraq, I would say our system is better, but if I compare it with the rest of the 
world, I would say we are still so behind them [GOMF4].” 

 

This finding is consistent with Al-Janabi’s (2013) research which indicated that people 

can clearly see a big difference between the banking system in the KR and the banking 

system in the rest of the country. People also can see the differences between the KR and 

the rest of the country, mostly in terms of stability.  

5.22 Geographic Distribution of Bank Branches  

A bank branch is a place where customers can visit to do their banking. Even in the era 

of the internet and online banking, bank branches are still an important place to attract 

customers. This is more appropriate for KR banks as their only presence is through bank 

branches, because they do not have mobile or online banking systems. Interviewees were 

asked whether or not there were enough bank branches in the KR. Six out of sixteen 

respondents [e.g. GOMF4; PBM4; SBM7; SBM1] believed that there are enough bank 

branches for the current amount of bank customers. {GOMF3} believed that there are 

enough bank branches in the region but the efficiency of those branches is very weak. 

This is evident in the following quote: 

“There are enough branches of the banks in most of the cities - that number 
of bank branches are enough for the current number of customers, but when 
the number of bank users increases, more bank branches should be open 
everywhere [PBM2].” 
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{GOMF2} indicated that there are 86 branches of SOBs in the region and he believes that 

this amount of bank branches is enough. It is an indicator that the number of bank users 

in the KR is very small because for a region of more than five million people, 86 branches 

will not be enough if the number of bank users are increased. {PBM4} believes that it is 

the current economic and political instability that allow this number of branches, but if 

the situation becomes more stable then more bank branches will be needed.  

On another hand, interviewees like [GOMF3; PBM4; PBM6; SBM5] stated that there are 

not enough bank branches in the region, especially private bank branches. Private banks 

only target big cities and specifically commercial areas of big cities. PBM3 indicated that 

private banks not only ignored smaller towns but even in the major cities; they chose the 

commercial parts and ignored the other areas. This is evidenced in the following quote: 

“… In the KR, the government tried to establish state-owned commercial 
banks in every town and city, but there is still a big problem which is that 
private banks only target the big cities and avoid opening branches in small 
towns or rural areas [GOMF3].” 

Interviewees found that the geographic distribution of the bank branches has a positive 

impact on increasing the number of bank users.  {PBM2} stated that the geographic 

distribution of bank branches is crucial for banks to attract new customers.  For example, 

if there is no bank branch in one place, people are obliged to travel much further to access 

branch services and in this case, they would prefer to keep their money at home and do 

all their daily transactions in cash. In the KR most of the banks are concentrated in the 

big cities and only one branch exists in one town. In some places there are not any bank 

branches as indicated in the following quote: 

“There is an unequal distribution of bank branches in the region, in a way 
that you can see a number of banks in some places and no banks in some 
other places which surely affects the customers [SBM1]”.  

 
To understand whether or not there are differences between the attitudes of people from 

urban cities with that of people from rural areas towards the banking system, most 

interviewees like [SBM2; SBM3; PBM2; PBM4; PBM5] mentioned that there is a 

difference between the banking awareness among people from urban areas and people 

from rural areas. In KR, the rural areas were deprived from bank branches until very 

recently, which affected their attitude and behaviour regarding the use of banks. {[PBM7} 
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stated that some people in rural areas do not know what a bank is. He also believes that 

their pocket is their bank. PBM2 {stated} that people in urban areas have more banking 

awareness than those in rural areas. 

It seems that banks have a tough task when it comes to how to increase banking awareness 

amongst the population in rural areas where banks are rarely used due to the unavailability 

of bank branches in their areas.  

5.23 Islamic Banking service  

An Islamic banking service has developed quite considerably in the past two decades, as 

people in the KR are mostly Muslim (see 2.7). Interviewees were asked if they believe 

that an Islamic banking service would be more fitting for the population in that region. 

Fifteen out of sixteen interviewees including both bank managers and government 

officials stated that Islamic banking is more suitable for the people in the region than 

conventional banking, {GOMF2} mentioned that Islamic banking services are more 

suitable for the region since the majority of the population is Muslim. This can be 

demonstrated in the following quote: 

“I think the Islamic banking system is more suitable for our community and 
in my opinion every bank should provide Islamic banking service alongside 
their conventional banking services [PBM1].” 

Meanwhile, managers and bank managers like (PBM1; PBM2; PBM5; SBM1) mentioned 

that on many occasions people came to their bank and asked about whether or not they 

provided Islamic banking services. When it comes to the quality of Islamic banking 

services, some managers and government officials (e.g. GOMF3; PBM1; PBM6) 

believed that the quality of Islamic banking services is the same as the conventional 

banking services and they both are underdeveloped. When asked about the inhabitant’s 

awareness regarding the Islamic banking system, fourteen out of sixteen interviewed bank 

managers and governments thought that people in the region do not have any information 

about the Islamic banking system. This can be evidenced in the following quote: 

“As the banking awareness is very weak in our region, it is the same for 
Islamic banking services as well; people do not have a clear vision about the 
Islamic banking system [PBM2].” 
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{SBM2} stated that even he, as a conventional bank manager, is not fully aware of the 

dealings and performance of Islamic banks. Moreover, {PBM6} clarified the reason for 

this by saying that: 

“The Islamic banks are very weak in promoting themselves; it includes other 
banks as well, and our banks suffer from a lack of well-trained staff. So, I can 
say even some religious men do not understand the basic principles of the 
Islamic banking service [PBM6].” 

This finding is consistent with (Okumus 2005; Khan et al. 2007) when indicated that the 

awareness of customers regarding Islamic banking is weak and they are only aware that 

Islamic banks refuse to take interest in their loans (Okumus 2005; Khan et al. 2007).  

The same blame (that private banks only targeted major cities and ignore the towns and 

rural areas) goes to banks that provide Islamic banking services because they only opened 

branches in the big provinces, totally ignoring other towns forcing people to deal only 

with conventional banks, or not using banks at all. However, {SBM5} believed that 

Islamic banks could develop some of the lost trust as they were working according to 

Islamic values and the majority of the population are Muslim.  

5.24 Privatisation  

Privatising state-owned banks started when it was believed that state ownership of banks 

was linked with a low level of banking system efficiency. While many countries have 

actively promoted the privatisation of their banking system, in recent years, especially 

during the financial crisis in 2008, a number of banks have had to be rescued through 

nationalization. For example, the Government of Iceland nationalised its five major banks 

during 2008 and 2009 and the UK government nationalized Northern Rock bank in 2008 

(Shen et al. 2014). In the KR there were no private banks until 2003 and after that, a 

number of private banks were established. The private banks are normally small and serve 

a specific area of the population. Interviewees were asked about their opinion regarding 

the privatisation of SOBs. Eight bank managers and government officials (e.g. GOMF4; 

PBM1; PBM4; SBM1) stated that it is better for SOBs to be privatised. {PBM7} believed 

that SOBs should have been privatized ten years ago. Similarly, {PBM6} stated that 

SOBs have two choices, whether they should be privatised or they should be closed. This 

can be demonstrated in the following quotes: 
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“Privatisation is something very popular in the world and even the 
government might like to privatise the banks and personally I think it is 
necessary [BBM1].” 

And  

“People still think that SOBs are more trustful just because they have the 
government behind them, while most of the banking crisis in the KR occurred 
because of SOBs [SBM5].”  

 

GOMF4 also believes that if the political and economic situation of the region stabilises, 

the government might consider privatising SOBs. {PBM5} believed that only some of 

the SOBs should be privatised but it is necessary for the remaining SOBs to improve their 

services. 

In contrast, five bank managers and government officials (e.g. GOMF3; PBM2; SBM2) 

did not agree with the privatisation of SOBs. {SBM4} stated that he does not agree with 

the privatisation of SOBs because they are necessary as evidenced in the following quote: 

“I do not support privatisation of the state-owned banks, but I support 
developing them so that they could work according to international standards 
[GOMF3].” 

 

According to most interviewees, it is better for SOBs to be privatized in order to have a 

role in the KR economy. This point of view is consistent with Nellis (1999) and Fries and 

Taci (2002) where they indicated that if privatization is implemented properly, it will 

enhance banking system activities.  

5.25 Foreign banks entry  

Foreign bank entry in many countries had an important effect on customer loan growth 

through more lending methods than domestic banks.  To understand the opinion of bank 

managers and government officials, interviewees were asked their opinion about the 

entrance of foreign banks into the region. All the managers and government officials 

supported foreign bank entry into the region because: 
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“… It is a qualitative extension into the banking service in the region. We 
always say that foreign banks are more developed and I would like them to 
enter the region. They will broaden the competition and, in this case, we 
should improve our services to compete with them [PBM4].”  

Interviewees justified their support of foreign bank entry by saying that foreign banks 

consolidate the KR banking system through strengthening the competition and forcing 

the local banks to improve themselves and their services.  

5.25.1 Links with banks abroad  

As it was mentioned before, one of the disadvantages of the current banking system in 

the KR is that local banks do not have any links with banks abroad. This will change with 

the entrance of foreign banks, for example {PBM7 and SBM7} believe that the entrance 

of foreign banks is a very promising thing, as it will connect our financial system with 

those all over the word {SBM1): 

“Entrance of foreign banks is a very promising thing, as it will connect our 
financial system with all over the world [SBM1].”  

SBM5 pointed out that: 

“… Iraqi and Kurdistan banks are isolated from the international financial 
system. So, the operation of the banking system in the country is limited, but 
this limitation can be changed through the entrance of foreign banks 
[SBM5].” 

This belief is consistent with Levine (1997) who indicated that foreign bank entry will 

help the host country have access to the global financial market. 

5.25.2 Bringing capital  

While banks in the KR have already suffered from the lack of sufficient capital especially 

during the last four years, foreign banks can bring expertise and capital with them and 

use that capital inside the region, as mentioned in the following quote: 

“I think the entrance of foreign banks is a very good thing because one of our 
banks’ problems is low capital and I believe that foreign banks can come with 
a bigger capital [PBM6].” 

5.25.3 Better services  

Interviewees (e.g. PBM1; PBM7; GOMF2; GOMF3) thought that foreign banks would 

bring the latest banking technologies with them like ATMs, internet banking and mobile 
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banking, which then forces the domestic banks to adopt those new technologies so that 

they can compete with them and survive in the market. This can be evidenced in the 

following quotes: 

“… The entry of foreign banks into the region would lead to the development 
of the banking system as they will arouse competition among the banks 
[SBM2].”  

 
And  

“Foreign banks will be able to bring an international network of services into 
the country supported by the latest technologies which help to broaden the 
banking services and also force the local banks to adopt such innovations 
[SBM5].” 

 
It seems that the entry of foreign banks into KR might gradually encourage people to open 

bank accounts, especially when bank managers and government officials believe that 

those foreign banks will support the development of banking services. By doing so, they 

will force domestic banks to improve their services.  

Despite the fact that all interviewees supported foreign bank entry into the region, some 

banks managers and government officials were concerned that those foreign banks might 

enter the country only for-profit purposes without any intention to contribute to the 

economic growth of the country. 

On another hand, interviewees were asked about whether or not the legal framework 

motivates the entry of foreign banks. All the interviewees thought that the current legal 

framework encourages foreign bank entry and there is room for many foreign banks to 

enter the region. They did, however, criticise the few existent foreign banks that they felt 

were only involved in businesses and companies and totally ignored the individual 

customers. 
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5.24 Factors affecting potential customers  

To understand the factors that affect people’s intentions towards using banks, 

interviewees mostly viewed religion and trust as the main factors that affect people’s 

perception and usage of banks.  Some bank managers believed that educational 

background is one of the factors as {SBM5} indicated: the more educated people were, 

the more likely they were to deal with banks. Another factor is age; interviewees believed 

that the younger generation would be more inclined to use banks. This is mostly because 

they have not experienced the destruction, bank looting and losses that previous 

generations have. Lastly, interviewees indicated that individual income also affects 

people’s intention towards banks because when people do not have any extra savings, 

they do not think about going to banks.  

5.25 Best Procedure  

While most of the managers believed that the majority of people in the KR do not interact 

with the banks, interviewees were asked about the best procedure for banks to follow so 

that they could develop their trust among the population in the KR and reconcile with the 

people. The majority of the bank managers and government officials (e.g. GOMF2; 

GOMF3; PBM3; SBM1; SBM2) believe one of the most significant procedures for the 

banks to develop their trust is to solve their illiquidity problem, as demonstrated in the 

following quotes: 

“… The financial crisis in the region should be solved so that the banks will 
not suffer from the lack of liquidity anymore… [PBM5]” 

And 

“One of the procedures is the availability of liquidity by the banks to their 
customers … [SBM2]” 

 

However, five bank managers and government officials highlighted the fact that any 

procedure depends mainly on the political situation in the KR. {GOMF4} thought that 

whenever the political situation stabilised, banks would gradually develop their trust 

among the people. Agreeing with this, {GOMF1} also believes that political and 

economic instability has hugely encouraged people not to trust the banks and keep their 
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money with themselves. {GOMF3} mentioned that whenever banks tried to reassure 

people that using banks is safe, political instability weakened their effort. All this can be 

demonstrated in the following quote:    

 

“One of the procedures is outside the bank’s ability, as the political and 
economic instability of the country encourages people to keep their money at 
home and it is the government’s responsibility to create a stable political and 
economic environment in the region … [GOMF1]”. 

 

It is clear that political instability is affecting any procedures that banks follow to develop 

their trust amongst the population. Furthermore, (GOMF4; GOMF2; SBM4) thought that 

one of the best procedures for banks to develop their trust among people was through 

granting loans, as lending is one of the main functions of the banks. As discussed before, 

one of the reasons that discouraged people from dealing with banks is that they do not 

lend to the general public, only to companies and businesses.  

Interviewees also stated some other procedures should be implemented. For example 

{GOMF3} stated that banks should do research and studies to determine their weaknesses 

so that they can implement measures to overcome them. {PBM2} believed that banks 

should establish a link with international banks to make it easier for people to transfer 

money abroad and vice versa.  

5.3.6 Summary  

The chapter presented the analysis of the qualitative data gathered through interviews 

with bank managers and government officials inside the ministry of finance. It focused 

on the banking awareness among the people in the KR and compared the Old and new 

banking systems of the KR followed by the role of investment and communication in 

developing the banking system. The chapter then moved to discuss the barriers that 

hindered the banking system in the KR such as religion, political instability, illiquidity 

issues, technologies and trust. The chapter found out that while all of those factors have 

affected the banking system in the KR, trust and religion are the most prominent factors, 

especially the lack of trust. As this study adopted thematic analyses, some of those topics 

were based on the literature review but while analysing the data, more new topics 
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appeared which had not been considered before the interviews. The chapter aimed at 

capturing the viewpoints of banks managers and government officials regarding the 

banking system in the KR to inform the creation of questionnaire questions (see table 

7.1).  

Based on the analysis of this chapter, a questionnaire was developed in order to capture 

the voice of the public and one of the best approaches to do that is through quantitative 

research which will be discussed in the next chapter.       
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Chapter Six: Quantitative Data Analysis 
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6. 1 Introduction 

This chapter focuses on the analysis of the quantitative data collected via questionnaires 

to fulfil the fifth objective of this study which is to undertake primary research with all 

major stakeholders including government ministers, bank managers and potential bank 

customers in the KRG banking system. This chapter analyses the data from the consumer 

questionnaire, identifying the key factors which make the KR people reluctant to use their 

banking system.  

Table (6.1)  Respondent’s Demographic Data Analysis  
Demographic Variables Research Sample (n = 520) 

Frequency Percent % 
Gender Male 410 79.2 

Female 108 20.8 
Age 18 – 24 years 61 11.8 

25 – 34  years 249 48.1 
35 – 44  years 134 25.9 
45 – 54  years 56 10.8 
55 – 64  years 17 3.3 
65 or over  1 0.2 

Education Elementary school 8 1.5 
Intermediate school 29 5.6 
Secondary school 52 10 
Diploma  116 22.4 
Bachelor degree 170 32.8 
Master degree  119 23 
PhD 18 3.5 
Others  6 1.2 

Occupation Student 60 11.6 
Private sector employee 40 7.7 
Public sector employee 268 51.7 
Self employed 107 20.7 
Retired 1 0.2 
Unemployment  27 5.2 
Other 15 2.9 

Place of 
residence  

Inside Iraq 456 88 
Outside Iraq 62 12 
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6. 2 Demographic descriptive  

This section demonstrates the respondent’s demographic information which is 

represented by age, gender, educational background, occupation and place of residence 

(table 6.1). 

88.05% of participants were from inside Iraq and 11.95% were from outside Iraq. Figure 

(6-2) shows the current place of residence of participants.  Table (6-2) indicates that 

participants who said that they are living outside Iraq were mostly from Europe, which 

accounted for 72.58%, while 6.45% said that they are from USA. A further 4.84% 

mentioned that they are from Arab countries, while 9.68% indicated that they come from 

the Middle East, and only 1.61% said that they were from South East Asia. Another 4.8% 

of participants chose “other” as their place of residence and specified that they were from 

the UK. This is accounted for under the category of Europe as well.  

Table (6-2) Participants who live outside Iraq  
 Country  Respondents  % 
1 Arab country 3 4.84% 
2 USA 4 6.45% 
3 Europe 45 72.58% 
4 Others please specify 3 4.84% 
5 South East Asia 1 1.61% 
7 Middle east 6 9.68% 
 Total 62 100.00% 

 

To find out the relationship between the age of participants and the probability of having 

a bank account, a cross tabulation was run between the question (Do you have a bank 

account?) and the age groups (Table 6.3). The results show that there is a significant 

relationship between them as the (P value = 0.001). The results also show that the older 

the population, the more they tend to use banks. As can be seen in table 6.3, participants 

who have a bank account among age group (18-24) account for 16.39% and the ratio of 

people who have a bank account has risen among the age group (25-34) which is 44.76% 
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and 51.49% among the age group (35-44) and for age group (45-54) it is 53.57%. There 

is a significant difference for the age group (55-64) which is 64.71%, and only one 

participant (aged 65 or over) who said they do not have a bank account. The reason for 

this may be that the younger generation in the KR has never seen a sound banking system 

in the region as the banking system in the KR started to worsen after the gulf war in1991; 

when those now aged between 18 and 34 were children.  People in Iraq and the KR can 

start a job or have a bank account when they are 18 years old. This finding is also 

supported by the comments of the bank managers in chapter six (e.g. PBM1; PBM2; 

SBM2; GOMF2 and GOMF4) who said that the banking system before the war in 1991 

was much better than the banking system after that period.  

Table 6.3 Relationship between age and having a bank account  
Age 

 
Have a bank 
account 

 18-24 25-34 35-44 45-54 55-64 65 or 
over 

Total  

Yes  10 
16.39% 

111 
44.76% 

69 
51.49% 

30 
53.57% 

11 
64.71% 

0 
0.001 

231 

No  51 
83.61% 

137 
55.24% 

65 
48.51% 

26 
46.43% 

6 
35.29% 

1 
100% 

286 

Total 61 
100% 

248 
100% 

134 
100% 

56 
100% 

17 
100% 

1 
100% 

517 

 

To find out the relationship between the occupation of participants and having a bank 

account, and to test hypothesis 3, a cross-tabulation was run between them.  

           H0: There is not any relationship between occupation and having  a bank account 
H1: There is a relationship between occupation and having a bank account 

 
The data shows that there is a significant relationship between them as the (P-value = 

0.001). as a result, null hypothesis will be rejected, as shown in table (6.4). This 

investigation demonstrated that private-sector employees tend to use banks the most, with 

65% of them indicating that they have a bank account while 46.3% and 48.6% of public 

sector employees and the self-employed participants said they have a bank account 
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respectively.  In addition, 37.3% of students have a bank account and only 14.8% of 

unemployed people have a bank account. Lastly, 20% of participants who said they have 

“other” as their occupation have a bank account. The coloured ratios in the table (6.4) 

indicated that the majority of the participants do not have bank accounts.  

Table (6.4) What is your occupation? * do you have a bank account? Cross 
tabulation 

Sig. (2 
sided)  

  Do you have a bank 
account? 

Total  
 
 
 
 
 
 
 
 
 
0.001 

Yes No 
What is your 
occupation? 

Student 22 37 59 
37.3% 62.7% 100.0% 

Private sector 
employee 

26 14 40 
65.0% 35.0% 100.0% 

Public sector 
employee 

124 144 268 
46.3% 53.7% 100.0% 

Self employed 52 55 107 
48.6% 51.4% 100.0% 

Other 3 12 15 
20.0% 80.0% 100.0% 

unemployed 4 23 27 
14.8% 85.2% 100.0% 

 

To find out whether or not there is a significant relationship between the occupation of 

respondents and the type of bank they use, a cross-tabulation was run and the findings as 

shown in the table (6.5) indicate that there is a significant relationship between them as 

the (p value= 0.001). The table shows that private-sector employees tend to prefer private 

banks as only 15.4% of them have a state bank account. In the meantime, the table shows 

that public sector employees prefer to deal with state banks as 61.3% of public-sector 

employees said that their bank is a state-owned bank. But one reason behind that might 
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be the fact that state-owned organisations are not allowed to deal with private-bank 

accounts and only allowed to deal with state-owned banks, but private-sector employees 

are free to choose the type of their banks, and as the table indicates, most of them preferred 

to have private bank accounts. This finding is consistent with interviewed banks managers 

and government officials (e.g. SBM1, PBM7) and (Hall 2012) when they indicate that 

public sector organisations are not allowed to deal with private banks, only state banks.  

This finding indicates that if the customers were free to choose the type of their banks, 

they tend to choose private banks mostly. But, as the ratio coloured in the table (6.5) 

shows, the state banks hold the taste share of the banking market.  

Table (5.5) Relationship between occupation of participants and type of banks they use 

what is your occupation What type of bank do you use? Total 

None-
Islamic 
private 
bank 

State 
bank 

Islamic 
private 
bank 

International 
private bank 

I am not 
sure 

 Student  5 11 0 3 3 22 

 22.7% 50.0% 0.0% 13.6% 13.6% 100.0% 
Private sector 
employee 

 7 4 2 11 2 26 
 26.9% 15.4% 7.7% 42.3% 7.7% 100.0% 

Public sector 
employee 

 15 76 8 20 5 124 
 12.1% 61.3% 6.5% 16.1% 4.0% 100.0% 

Self employed  13 35 1 3 0 52 
 25.0% 67.3% 1.9% 5.8% 0.0% 100.0% 

Other  2 0 0 0 1 3 
 66.7% 0.0% 0.0% 0.0% 33.3% 100.0% 

Unemployed  1 1 0 1 1 4 
 25.0% 25.0% 0.0% 25.0% 25.0% 100.0% 

             Total  43 127 11 38 12 231 

 

On another hand, to find out the relationship between the qualification of respondents and 

having a bank account and to test hypothesis 4, a cross-tabulation was run and the findings 

show that there is a significant relationship between them as the P-value = 0.001. As a 

result, the null hypothesis will be rejected.  

H0: There is no relationship between having a bank account and qualification 
H1: There is a relationship between having a bank account and qualification 
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This investigation demonstrated that the higher the qualification of the respondents, the 

more they tend to use banks. For instance, table (6.6) shows that the ratio of respondents 

who have a bank account among those with a primary school degree is 12.50%, while the 

ratio among people who have intermediate and secondary school degrees is 34.48% and 

26.92% respectively. This ratio is 30.17% among respondents who have diplomas and 

rises to 44.12% for participants who have a bachelor’s degree. It is 66.95% and 88.89% 

respectively for participants who hold Masters and PhD degrees.  Among the participants 

who chose “other”, only 16.67% had a bank account. This finding showed that people 

with higher qualifications in the KR tend to use banks more than those with lower 

qualifications. This finding can be used by banks to create appropriate marketing 

strategies to help attract new customers by ensuring trust between banks and the local 

population. The ratios coloured in the table (6.6) shows that the higher level of 

qualification (post-graduated) is associated with having a bank account.  

Table 6.6 Relationship between having a bank account and qualification  
 
Qualificatio
n  

                       Do you have a bank account  
Yes          No          Total 
Frequenc
y  

Percentag
e % 

Frequenc
y  

Percentag
e %  

Frequenc
y  

Percentag
e %  

Elementary 
school  

1 12.50 7 87.50 8 100 

Intermediat
e school  

10 34.48 19 65.52 29 100 

Secondary 
school 

14 26.92 38 73.08 52 100 

Diploma  35 30.17 81 69.83 116 100 
Bachelor 
degree  

75 44.12 95 55.88 170 100 

Masters 
degree 

79 66.95 39 33.05 118 100 

PhD  16 88.89 2 11.11 18 100 
Others  1 16.67 5 83.33 6 100 
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6.3 The current Banking situation in the KR 

This section highlights the current banking situation in the KR through the identification 

of respondents who have bank accounts, respondents who do not have bank accounts, and 

the reasons given for having or not having one. Regarding bank users, 44.7% of 

respondents said that they have a bank account, while 55.3% of respondents said that they 

do not have a bank account. The data shows that if participants who live outside of the 

country are excluded, the results changed dramatically as shown in table (6.7). To do that 

and to test hypothesis 5, a cross tabulation-between the question (Do you have a bank 

account?) and (Where do you live) was run, it showed that there was a significant 

relationship between them with the (P value= 0.001), as a result, the null hypothesis will 

be rejected.   

H0: There is no relationship between having a bank account and a place of residence 
H1: There is a relationship between having a bank account and a place of residence  

This investigation as shown in table (6.7) demonstrates that 60.4% of participants inside 

the KR do not have a bank account, while 39.6% of participants have a bank account. 

This indicates that the majority of the population in the KR still does not have a bank 

account. The table also indicates that people from the KR are willing to deal with banks 

if there is a better banking system such as western-based banking system, which will be 

discussed later.  
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Table 6.7 Respondent’s use of banks (place of 

residence) 

Research sample 

(n=517)  

Sig. (2-

sided) 

Do you have 

bank account  

                       Inside Iraq        Outside Iraq   

 

0.001 

Frequency  Percentage % Frequency  Percentage 

% 

Yes  180 39.6  51 82.3 

NO 275 60.4 57 17.7 

The findings show that there is no significant relationship between gender and bank usage 

because when a cross-tabulation was produced, the P-value was 0.550.   

Regarding the location of banks, as shown in figure (6.1), 70.8% of the respondents said 

that the closest bank to them is between 1-10 KM, while respondents who said they are 

far away 10-20 KM from the bank account for 10.8%.  8.3% of the respondents said the 

closest bank to them is more than 20 KM away and 10% said there are no bank branches 

where they live. This result confirms the statements of the interviewed banks managers 

and government officials9 (GOMF3; PBM4; PBM6; SBM5) that banks in the KR are 

concentrated in some places and absent in other places. In answer to the question 

regarding where the respondents live, the data shows that 43.8% live in cities while 46.9% 

live in towns, followed by 9.3% who live in the countryside. When a cross-tabulation was 

done between them, the data shows that there is a significant relationship between where 

one resides and the proximity of banks to them as the P-value is 0.001, which is smaller 

than 0.05. The cross-tabulation shows that the places with the least number of banks are 

countryside areas where 29% of the respondents said there are no bank branches where 

they live.  
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Figure 6.1 distance of the banks  

To identify whether or not the existence of a bank branch has an influence on whether 

people open a bank account or not, and to test hypothesis 2, another cross-tabulation was 

run between the proximity of banks and having a bank account.  As shown in table (6.8), 

there is a significant relationship between them as P-value (0.003) is smaller than 0.05. 

as a result, the null hypothesis was rejected.  

    H0: There is no relationship between having abank account and closeness of a bank 
H1: There is a relationship between having a bank account and the closeness of bank 
 
This investigation clearly shows that the further away the bank is, the fewer the number 

of people who have a bank account Again, this reflects the views of the bank managers 

and Government Officials (PBM2; GOMF3) who stated that the geographic distribution 

of bank branches is crucial for banks to attract new customers. The ratios coloured 

indicate that the availability of bank branches have a significant impact on people to use 

banks.  
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 Table (6.8) Cross-tabulation between having a bank account and closeness of banks   

 
How far 
is the 
closest 
bank 
from 
you? 

Do you have a bank account?   
Total  

 
Asym.Sig. 
(2-sided) Yes  No   

Frequency  Percentage% Frequency  Percentage% 

1-10 km 179 48.9%    187    51.1 366  
 
 
P value  
0.003 

10-20 km 25 44.6     31    55.4 56 
More 
than 20 
km 

15 34.9    28    65.1 43 

There are 
no bank 
branches 
where I 
live 

12 23.1    40   76.9 52 

Total  231  286  517 
 

To compare the proximity of banks between respondents inside and outside Iraq, a cross-

tabulation was run and the finding as shown in the table (6.9) indicate that there is not a 

significant relationship between them as the (p value=0.437). The difference is that banks 

outside Iraq provide a variety of services, which makes the distance from the banks less 

of a hindrance. This includes things like ATMs, the use of debit or credit cards at points 

of sale and the use of online accounts. But banks in the KR still do not offer such services.   

Table (6.9) Cross-tabulation between the place of residence and proximity of banks   
How far is the closest bank from you? Where do you live? Total  

Sig.  Inside Iraq Outside Iraq 
 1-10 KM  320 47 367  

 
 
 
0.437 

 70.2% 75.8% 70.8% 
10-20 KM  48 8 56 

 10.5% 12.9% 10.8% 
More than 20 KM  8.6% 6.5% 8.3% 
There are no bank 
branches where I live 

 49 3 52 
 10.7% 4.8% 10.0% 

Total  456 62 518 
 100.0% 100.0% 100.0% 

 



 

169 
 

It seems that banks in the KR have not made enough of an effort to encourage people to 

use banks. This can be illustrated through the answers to the question (Have any banks 

contacted you to encourage you to open an account with them?), 90.5% of respondents 

said no, while only 9.5% said that banks have contacted them to encourage them to open 

an account with them. This finding suggests that the banks do very little to proactively 

attract new customers. This finding is consistent with the interviewed bank manager who 

indicated that their development plans depend on the government plan and the 

government is reluctant to develop the banking system. Furthermore, the KR banks 

reluctant to communicate with people efficiently can be one of the reasons that the trust 

in the KR banks is weak because as previous literature indicated (Ball et al. 2004; Doney 

and Cannon 1997), efficient communication with customers can help companies to 

improve trust.  

To find out whether or not the participants who said that their bank contacted them to 

open a bank account with them and, would recommend their bank to their friends and 

families, a cross-tabulation was run between question (Have any banks contacted you to 

encourage you to open a bank account with them?) and (Will you recommend your bank 

to your friends and families?). The findings showed that there is a significant relationship 

between them as the (P-value = 0.03). 65% of respondents who had been contacted by 

banks to open a bank account, said that they would be likely to recommend their bank to 

friends and families and 21.5% said they may be willing. Only 13.5% said they would 

not recommend their bank to their friends and families.  

The findings also show that 76% of the banks that contact participants to open an account 

with them are private banks, while only 25% are state-owned banks. This indicates that it 

is the state banks in particular who are least concerned with the number of customers they 
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have. This finding is consistent with the opinions of interviewed bank managers (e.g. 

PBM2; PBM5; PBM7) who blamed state-owned banks for doing nothing to establish a 

trusting relationship with the population.  

To find out whether or not there is a significant relationship between the banks outside 

and inside Iraq when it comes to encouraging people to open accounts with them, the 

findings show that there is a significant relationship between them as evident in the table 

(6.44) in section 6.8  

6.3.1 Loans  

As identified in the first data collection phase with banks managers, most of the bank 

managers (e.g. PBM5, SBM1, SBM3 and SBM4) said that they only offer loans to 

companies and businesses and require a large amount of collateral from them in order to 

secure a loan from the bank. Reflecting this, the findings from the questionnaire survey 

indicate that only 9.65% of participants have asked for loans from banks while 90.35% 

have never asked for a loan from banks.    

Regarding the participants who asked for a loan from banks, 64% of participants who said 

that they asked for a loan were granted one, while 36% who asked were refused. But the 

chance of getting a loan from banks for respondents who live outside Iraq is better as 

demonstrated by table (6.10). The respondents who said that they live outside Iraq have 

a 90% chance of getting a loan when they apply for it, while the chance of getting a loan 

inside Iraq is 57.50%. When asked why they asked for a loan, 50% of participants asked 

for a loan for business purposes while 32% required one for housing and 8% needed one 

for buying a car. Only 4% needed one for education, while 4% of participants applied for 

a loan for their daily expenses and 2% for the purpose of their health.  
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Table 6.10 granting loan regarding 
the current residence of participants  
 

Was the loan granted?                  
       
Total      Yes   No     Can’t 

remember  
 
Where do you live? 

Inside Iraq 
 

   23 
57.50% 

  17 
42.50% 

          0 
    0.00% 

     40 
   100% 

Outside Iraq    9 
90.00% 

   1 
10.00% 

       0 
0.00% 

   10 
             
100% 

 

The findings show that banks are not the primary place for borrowing money by the 

people in the KR. Instead, 73.75% of respondents said that when they needed a loan, they 

asked for one from friends and family, while 24.71% said that they had never asked for a 

loan only 1.93% chose “other”. This finding is consistent with the literature review of KR 

banks and interviewed bank managers (see sections 2.2 and 5.5).  

6.3.2 Cash based society  

The findings show that current payment methods in the KR are mostly cash-based. Figure 

(6.2) below, shows that 68.73% of participants are paid their salary in cash while 27.79% 

said they are paid through banks (21.62% state banks, 4.05% private banks, 1.93% 

international banks and only 0.19% Islamic banks); 3.47% said “other”. Some 

participants indicated that it is their choice to be paid in cash. as it is evident through 

participants’ responses to the question (How would you like to be paid?). 36.87% prefer 

to be paid in cash while 61.39% of respondents prefer to be paid through banks (31.47% 

state banks, 21.04 private banks, 8.88% Islamic banks). Whereas 1.74% chose “other”, 

which indicates that they prefer to get paid through credit or debit cards. 

When asked how they pay their bills, 95.95% said that they pay their bills in cash and 

only 2.12% said that they pay their bills by cheque, while 4.25% pay their bills through 

an electronic payment system. Those ratios were for all participants, but if participants 

currently living outside Iraq are excluded, the ratio of participants who said that they pay 
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their bills in cash rose to 98.03% supporting the concept of the KR as a cash-based society 

(Aseel and Bayoumy, 2012; Raheem 2016) and according to Stix (2013). Keeping cash 

at home is an indicator that trust in banks is lost.  

 To identify those respondents who said that they pay their bills by the electronic payment 

system, a cross-tabulation was run with the (P value= 0.001) which indicated that there is 

a significant relationship between them. The findings show that 86.36% of those who said 

that they pay their bills by electronic payment system were from outside Iraq, mostly from 

Europe and the USA. Also, 72.73% of participants who said that they pay their bills by 

cheque were from outside Iraq. This finding shows that if the KR population was exposed 

to a western-based banking system, they would be inclined to use banks. This would 

benefit the Iraqi economy as discussed in the final chapter.   

 

Figure 6.2 payment method 

6.4 The impact of religion on banking practice 

To find out whether or not religion had any effect on respondent’s attitude towards the 

banking system in the KR, some questions were designed for that purpose  

Cash

 State banks

Private banks

International banks

Other please specify

Islamic banks
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(e.g. Would you be prepared to receive interest on your savings? etc.). Some respondents 

indicated that religion had affected their decision regarding the use of banks. For instance, 

in reply to the question (Why don’t you have a bank account?), one of the respondents 

indicated that there is a difference of opinion regarding whether or not using banks is 

Halal (allowed in Islam). On the other hand, in answer to the question (Would you be 

prepared to receive interest on your savings?), only 11.78% said yes, 71.43% said no, 

13.90% said that they had not thought about that whereas 2.90% indicated that they were 

not sure.  

As the bank managers and government officials had suggested, these respondents mostly 

tended to consider that using banks in general is not Halal. As shown in figure (6.3), only 

17.1% of respondents agreed that it was a Halal practice to use banks and 7% strongly 

agreed. However, 35.8% disagreed, 12.8% strongly disagreed and 27.3% were neutral. 

 

Figure 6.3 Using banks in general is Halal  

 

To find out whether or not people in the KR believe that using Islamic banking services 

is Halal or not, another statement was designed (I believe that using Islamic banking 

Strongly Agree

Agree

Neither Agree nor
Disagree

Disagree

Strongly Disagree
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service is Halal). The results showed that respondents tended to agree as 46.6% agreed or 

strongly agreed while only 15.9% disagreed or strongly disagreed with 27.5% of 

respondents neither agreeing or disagreeing. The findings are consistent with the analysis 

of the bank managers’ study (e.g. PBM6; PBM2; GOMF6) where they indicated that 

religion is one of the barriers preventing people from dealing with banks, as the majority 

of people of the region are Muslim. The finding is also consistent with Singh and Bradosti 

(2015) who stated that religion is one of the crucial obstacles preventing banking 

operations in the KR to develop. To find out whether or not there is a significant 

difference between respondents inside and outside Iraq regarding religion, a cross-

tabulation was run and the findings as shown in the table (6.48) indicate that there is not 

any significant difference between them. This finding indicates that religion is one of the 

strong factors that affect the attitude of potential customers regarding using banks.   

To find out whether or not participants have an interest in Islamic banking services and 

to find out to what extent they are aware of such services, the following question was 

posed: (Does your bank have Islamic banking services?). As shown in table (6-11), 

42.24% said that they do not know whether or not their bank has an Islamic banking 

service. This finding indicates that the awareness of respondents is low regarding the 

Islamic banking services as they do not know whether or not their bank offers Islamic 

banking services, with only 15.95% responding yes and 41.81% responding no. However, 

this finding also shows that 41.81% of participants were aware that their banking service 

is not Islamic banking and they still chose to use it.  
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Table (6-11) Does your bank have Islamic banking services?  

 Answers  Responses  % 

1 Yes 37 15.95% 

2 No 97 41.81% 

3 I don't know 98 42.24% 

 Total 232 100.00% 

 

This finding is consistent with the qualitative findings of this study, as most of the 

interviewed banks managers and government officials indicated that awareness regarding 

Islamic banking service is weak in the region. It is also consistent with (Okumus 2005; 

Khan et al. 2007) see (5.23).  

6.5 Banking awareness  

When asked how they would prefer to be paid, with five answer choices (Cash, state 

banks, private banks, Islamic banks, and other: Please specify), nine respondents chose 

“other” indicating that they prefer to be paid through an electronic payment system. This 

finding illustrates that some respondents did not understand that the electronic payment 

system is a service that is provided through banks. Respondent’s awareness regarding 

online banking services was very poor. The reason for this is most likely that banks in the 

KR do not offer online banking services to their customers, with the exception of Trade 

Bank of Iraq (TBI) and the few other banks which have ATMs (which can only be used 

by their employees).  

In reply to the question (How much you know about online banking), as shown in figure 

(6.4), 48.07% of respondents said that they do not know anything about online banking 

service, while only 14.48% indicated that they know a lot about that. Meanwhile, 18.53% 
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indicated that they know “some” about that and 18.92% said that they know little about 

online banking services.  

 

Figure (6.4) Knowledge of respondents regarding online banking 

To find out whether or not Islamic banks could become an alternative for non-Islamic 

banks, a question was designed for that purpose (Do you have a clear idea about the 

differences between the Islamic banking system and the non-Islamic banking system?). 

The results showed that Islamic banks have not penetrated into the whole country but are 

concentrated in the big cities because the findings show that none of the respondents from 

the countrysides areas have an Islamic banking account. Islamic banks have not 

introduced themselves clearly in the region, as 54.63% of respondents said that they do 

not have a clear idea about the differences between Islamic and non-Islamic banking 

services and only 45.37% responded yes. This finding supports the previous literature 

(e.g. Hassan and Lewis 2007; Husman 2015) that stated many people do not adequately 

understand the difference between Islamic and non-Islamic banking systems 

To find out about the attitude and awareness regarding the banking system in the KR of 

the respondents, a number of statements were developed and the agreement to each 

A lot

Some

Little

None
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statement was measured by a five-point Likert scale. The arithmetic mean of the statement 

equals to 3. Where the mean is greater than 3, it indicates disagreement, and where a mean 

of less than 3, it indicates agreement with that statement. A five-point Likert scale was 

used in this study (strongly agree, agree, neither agree nor disagree, disagree, strongly 

disagree). For each construct, a frequency with (mode, standard deviation, mean), was 

used for each statement as shown in table (6.12). The coloured cells indicate agreement.  

   

Table (6.12) five-point Likert Scale regarding banking 

system in the KR 

Mode     SD Mean  

Banks play a big role in the economy 2 1.27 2.73 

Banks provide a good service to their customers  4 1.6 3.27 

Banks are working in favour of politicians  1 1.22 2.16 

Banks put my interest first  4 1.6 3.86 

Banks are necessary  2 1.00 1.97 

International banks are safer than domestic banks  2 0.97 1.99 

Using Islamic banking service is Halal 2 0.99 2.46 

Using banks in general is Halal 4 1.11 3.30 

Private banks are safer than state banks  3 1.03 2.87 

 

Table (6.12) shows that respondents noticeably agreed that the banking system plays a 

big role in the economy as mean=2.73. This finding identifies a paradox that while most 

people are aware of the importance of the banking system in general due to the factors 

mentioned previously, they do not trust or use the current banking system in the KR.  

Respondents strongly agreed that banks are necessary as the mean value for the statement 

(I think banks are necessary) equals to 1.97 and respondents also agreed that banks do not 

provide an acceptable level of service to their customers as the mean value of that 

statement equals to 3.27, which reflects most of the interviewed banks managers’ view 
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that service quality of banks in the KR is very poor. This might be one of the reasons that 

most of the people in the KR do not use banks. But respondents from outside Iraq are 

generally happy with the service quality of their banks (see section 5.6).  

Respondents also believed that international banks are safer than domestic banks as the 

mean value for the statement (I believe that international banks are safer than domestic 

banks) equals to 1.99 and respondents also slightly agreed that private banks are safer 

than public sector banks as the mean value for that statement (I think private banks are 

safer than domestic banks) equals to 2.87. However, the respondents also suggested that 

banks work primarily to the benefit of politicians, as the mean value for that statement 

equals to 2.16.  

6.6 Banking culture  

The finding of this research showed that 82.3% of the respondents who lived outside Iraq 

have a bank account; these were all people from the KR who are currently living abroad. 

This finding indicates that people from the same culture can change their views regarding 

the banking system when they are exposed to a better banking system. When respondents 

were asked (Do you trust the banking system in the country where you currently live?), 

96.7% of respondents who live abroad said yes while no one said no, and only 3.3% said 

that they do not know. Furthermore, to find out the relationship between how much you 

know about the online banking and where you live, findings show that there is a 

significant relationship between them as the (P value= 0.001). The data shows that 

respondents who live outside Iraq have greater knowledge regarding online banking, 

while only 10.09% of respondents who live inside Iraq said that they know “A lot” about 

online banking services, while it is 46.77% for respondents living abroad. Respondents 



 

179 
 

who indicated that they know (None) about online banking inside Iraq account for 53.51% 

while it is only 8.05% for respondents who live abroad.  

Meanwhile, the data shows that a participant’s familiarity (inside Iraq) regarding 

electronic banking or online banking is very poor. It is an indication that the banking 

culture among the population of the region is poor as well, as only 39% of participants 

were familiar with internet banking services and only 13% were familiar with telephone 

banking, while only 13% of participants were familiar with mobile banking. Data also 

shows that the service which participants were more familiar with is ATMs. Of the 25% 

of respondents who chose “other” the ones who specified, indicated that they are not 

familiar with any of the above-mentioned services. Figure (6.5) shows the familiarity of 

participants with electronic banking services.  

 

Figure 6.5 showing the familiarity of participants regarding electronic banking services.  

Additionally, the findings show that respondents from outside Iraq have a better 

knowledge of the online banking system. Table (6.13) shows that 46.8% of respondents 

from outside Iraq said that they know (a lot) about online banking and only 8.1% of them 

said that their knowledge about online banking is (None). This finding indicates that if 

banks in the KR apply an online banking system, people will adopt it gradually, as the 

same people, when they travelled abroad, gained familiarity with it.  

Internet banking

Telephone banking

Mobile banking

ATM Service

Other, please specify
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Table (6.13) relationship between place of living and knowledge about online banking  
 How much you know about on-line 

banking? 
Total  

Sig.  
A Lot Some Little None 

 Inside 
Iraq 

 46 78 88 244 456  
 
0.001 

 10.1% 17.1% 19.3% 53.5% 100.0
% 

Outside 
Iraq 

 29 18 10 5 62 
 46.8% 29.0% 16.1% 8.1% 100.0

% 
Total  75 96 98 249 518 

 14.5% 18.5% 18.9% 48.1% 100.0
% 

 

In another question, to find out participants knowledge about online banking and its 

relationship with having or not having a bank account, a cross tabulation was run and the 

results showed that there is a significant relationship between them as the (P value= 

0.001). As shown in table (6-14), 77.3% of respondents who said they know (a lot) about 

online banking had a bank account, while only 22.7% do not have a bank account. Table 

also shows that 60.4% of participants who said that they have (some) knowledge about 

online banking had a bank account, while 39.6% said they do not have a bank account. 

As was anticipated, the data also shows that knowledge about online banking becomes 

less when participants do not have bank accounts, 60.2% of participants who said they 

have (little) banking knowledge and 69.4% of participants who said their banking 

knowledge was (None) were among the respondents who said that they do not have a 

bank account.  

Table (6-14) knowledge about online banking   
Total 

Sig. (2 
sided)  How much you know about on-

line banking? 
A Lot Some Little None 

Do you have a bank 
account? 

yes 58 58 39 76 231  
 
 
0.001 
 

77.3% 60.4% 39.8% 30.6% 44.7% 
No 17 38 59 172 286 

22.7% 39.6% 60.2% 69.4% 55.3% 
Total 75 96 98 248 517 

100.0% 100.0% 100.0% 100.0% 100.0% 
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Moreover, to find out the relationship between having a bank account and having any 

savings and to test the hypothesis 6, a cross tabulation was run. Table (6.15) shows that 

there is a significant relationship between them as the (P value=0.001), as a result the null 

hypothesis is rejected.  

H0: There is no relationship between having a bank account and having saving 
H1: There is a relationship between having a bank account and having saving 
 
 The data shows that participants who have savings tend to open a bank account more 

than participants who do not have any savings as 60% of respondents who have savings 

also have a bank account. While 40% of them do not have a bank account but 69.12% of 

respondents who do not have any savings also do not have a bank account while. Only 

30.88% said that they do not have any savings but do have a bank account. Bank managers 

indicated that in state-owned banks, opening a bank account requires only 15000 Iraqi 

Dinars, which equals around (12 US dollars).  

Table (6.15) relationship between having a bank account and having 
savings  

 

 
 
 
Do you have any 
savings? 
 

Do you have a bank account?  
Asym.Sig. 
(2-sided) 

                      Yes No Total  

Yes 147 
60% 

98 
40% 

245 
100% 

 
 
 
0.001 

NO 84 
30.88% 

188 
69.12% 

272 
100% 

Total 231 
44.68% 

286 
55.32% 

517 
100% 

 

Rather than saving in banks, the results showed that participants would prefer to keep 

their money at home, invest in jewellery or invest in real estate. As shown in figure (6.6), 

only 24% of participants said that they put their savings in banks while 24% said that they 
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invest it in gold or jewellery. 67% said that they keep their money at home, while 23% 

indicated that they use their savings to invest in real estate and only 2% chose other, 

indicating that they use it for commercial purposes. This finding is a clear indication that 

people look for somewhere to keep their savings and when they feel that banks are not a 

safe option for them, they choose other alternatives such as purchasing jewellery or 

keeping the money at home. Banks in the KR need to develop their trust among the public 

and by doing so they will become a primary choice for the public who would like to keep 

their savings safe.  

 

Figure (6.6) What participants do with their savings  

By looking at participants who said that they live outside Iraq, the figure changes 

considerably, as 67% of respondents who live abroad said that they keep their savings in 

banks, 39% said that they keep their money at home and 25% said that they invest their 

savings in real estate. Only 14% said they invest in gold and jewellery. By comparing 

data from the figure (6.6) and (5.7), it is clear that people who live outside Iraq gained 

some trust in banking system in those countries and are ready to put their money in the 

banks there. The difference between respondents who put their money in banks inside 

and outside of Iraq is 24% and 67% respectively. The difference between participants 

who keep their money at home from outside and inside Iraq is 39% and 67%.  

 

Put it in abank

Invest it in gold or other jewlry
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Invest it in real estate
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Figure (6.7) dealing with savings for participants who live outside Iraq 

What is more, in a question to participants who do not have a bank account (why do you 

not have a bank account?), table 6-16 showed that 40.56% of participants said that the 

reason was that they do not trust the banks in the KR. This finding is consistent with what 

banks managers and government officials said when they indicated that banks have lost 

trust among the people in the region (see 5.17). It also supports the statement by (Al-

Janabi 2013; Zebari 2013 and Raheem 2016) who stated that banks in Iraq and KR have 

lost their trust among the public. Interestingly, 17.83% of participants said that they do 

not need a bank account, which is a clear indication that people in the KR have low 

banking awareness and also an indication that banks have not promoted themselves 

among the public.  Meanwhile, the Instability of the current political system in the KR is 

one of the main reasons that made people not have a bank account as 41.26% of 

respondents said that current political instability made them not use banks.  

This finding is consistent with bank managers and government official’s opinions, almost 

all of the interviewed bank managers and government officials mentioned that political 

instability is one of the reasons that people in the region do not trust or use banks. It is 

Put it in abank

Invest it in gold or other jewlry

Keep it at home

Invest it in real estate

Other, please specify
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also consistent with Gorton and Winton (1998) who stated that banking and instability 

seem inherently inter-twined. 

Table (6-16) reasons for not having a bank account  
Reason  Respondents  % 
I don’t trust the banks 116 40.56% 
I don't need a bank 51 17.83% 
I don't know how banks work 39 13.64% 
I don't have enough savings 111 38.81% 
The bank service is very poor 73 25.52% 
Because the current political situation is not stable 118 41.26% 
I am afraid that other people might get access to 
information about my account 

19 6.64% 

There are not bank branches where I live 21 7.34% 
others please specify 11 3.85% 

 

In another question to participants who do not have a bank account, (Would you open a 

bank account if banks used electronic banking services?), (e.g. ATMs, online banking 

etc), 65.03% said yes and 10.49% said no while 24.48% said maybe, as illustrated in 

figure (6.8). This finding supports the comments of the bank managers and government 

officials who indicated that one of the reasons that people do not use banks is that banks 

are still using old banking methods and lack modern banking facilities. This finding is 

also consistent with banks managers and government officials who were interviewed) 

(e.g. PBM1. PBM2, PBM7) who indicated that one of the weak characteristics of the 

banking system in the KR; is that it has not been updated and is still using an out dated 

banking system that has been in use for over 25 years. This is also consistent with 

Fernandes (et al. 2012), (see section 2.9).  
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Figure 6.8 shows the participant’s readiness to open a bank account if banks used 

electronic banking services 

People usually open a bank account for a specific reason; therefore, a question was 

designed for participants who said that they have a bank account to find out the reason 

they opened their account. As table 6-17 shows, 48.71% of respondents opened a bank 

account because their organisation asked them to. This suggests that even though some 

people have a bank account. For some of them it was not their personal choice, but was a 

necessity so that they could receive a salary payment from their employer. 42.24% of 

respondents said that they opened a bank account because of their business needs, while 

only 29.74% said that the reason was to protect their money and 8.62% said that it was 

for social reasons. 7.33% chose “other” and most said that it was because they wanted to 

apply for a visa and needed a bank account because they do not accept cash. Only 4.74% 

said the reason for opening a bank account was to invest their money.  

Table (6-17) primary reason for opening a bank account 
 Answers  Responses  % 
1 My organisation asked me to 113 48.71% 
2 To protect my money 69 29.74% 
3 To invest my money 11 4.74% 
4 Social Reasons 20 8.62% 
5 Because of my business needs 98 42.24% 
6 Other please specify 17 7.33% 

Yes

No

May be
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Participants were asked to specify the reason for choosing their current bank, as shown 

in table (6-18) and 28.02% said that they chose their current bank because it was the only 

available bank in their area. 25.43% said that it was the closest bank to them; 32.76% 

mentioned that it was chosen by personal recommendation. However, 13.79% chose other 

and the most prevalent reason given was that it was specified for them by their employer. 

Some also indicated that they chose their bank because they believed that it would be a 

more trustworthy choice than others. These findings show that for some bank customers, 

it is not their choice but their employer’s choice to open an account at a particular bank. 

The coloured ratio shows the significance of a personal recommendation. It means that 

banks need to improve their services and customer satisfaction if they want to attract new 

customers.  

Table (6-18) reasons to choose current bank 
 Answers  Responses  % 
1 Because it is the only bank available in my 

area 
65 28.02% 

2 Because it is the closest bank to me 59 25.43% 
3 Personal recommendation 76 32.76% 
4 Others, please specify 32 13.79% 

 

The findings show that respondents who had a bank account are not daily or monthly 

bank users. Table 6-19 shows that 65.95% of respondents who have a bank account said 

that they visit their bank monthly, which indicates that they only go there to get their 

salary then do not go back till the next month’s payday. 18.97% said that they visit their 

bank yearly indicating that some bank users only go to the bank when they forced to go. 

Others mentioned they opened banks because they needed a visa card to use in another 

country and needed a bank statement for that purpose. In some cases, government work 
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has to be paid by cheque, and, in this situation, participants indicated that they needed to 

open a bank account in order to use cheques. 

Table (6-19) How often do you visit your bank? 
 Answers  Responses  % 
1 Daily 9 3.88% 
2 2-3 times a Week 8 3.45% 
3 Once a Week 18 7.76% 
4 Monthly 153 65.95% 
4 Yearly 44 18.97% 

 

To understand the degree of confidence bank users had in their banks, the question 

(Would you recommend your bank to your friends and families?), was posed. The 

findings as depicted in figure (6.9) indicate that only 38.36% said that they would 

recommend their banks to family and friends, while 36.21% said that they would not; 

25.43% said they might. This finding clearly indicates that services offered through the 

banking system in the KR do not provide the right services, as only nearly one-third of 

participants would recommend their bank to others.  

 

Figure (6.9) recommend your bank to friends and family 

Respondents who have a bank account were asked how long have they been a customer 

with their bank, as shown in table (6-20); 13.36% said under one year while 46.98% 

Yes

No

May be
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indicated that they have been a customer with their banks (between 1-4 years) and 29.31% 

said they are with their banks between (5-10 years) while only 10.34% said that they have 

been with their banks for over 10 years.  

Table (6-20) How long have you been a customer with your bank 
 Answers  Responses  % 
1 Under one year 31 13.36% 
2 1-4 years 109 46.98% 
3 5-10 years 68 29.31% 
5 Over 10 years 24 10.34% 
 Total 232 100.00% 

 

Participants who have a bank account from both inside Iraq and outside Iraq were asked 

whether or not their banks have electronic banking services.  A cross-tabulation was run 

to find out if there is a relationship between where one lives and the access, they have to 

electronic banking services.  The data in the table (6-21) shows that there is a significant 

relationship between them as the (P-values = 0.001), the findings show that respondents 

who live outside Iraq have better access to electronic banking services than respondents 

who live inside Iraq. Only 21.7% of respondents inside Iraq said that their bank had 

electronic banking services, while 63.9 said their bank did not have electronic banking 

services.  

Table (6-21) Relationship between the place of residence and access to 
an electronic banking system   

 

  Does your bank have electronic banking 
services? 

Total Sig (2-tailed)  
 
 
 
      0.001 

Yes No I do not 
know 

Where 
do you 
live? 

Inside 
Iraq 

39 115 26 180 
21.7% 63.9% 14.4% 100.0% 

Outside 
Iraq 

37 11 3 51 
72.5% 21.6% 5.9% 100.0% 
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However, 72.5% of respondents who live outside Iraq have access to electronic banking 

services, while only 21.6% said that their bank does not have electronic banking services. 

This finding also indicates that banks inside the KR are underdeveloped because they do 

not offer electronic banking services.  

Findings show that there is a significant relationship between the place of residence and 

whether or not bank users would recommend their current bank to friends or families as 

the (P-value =001). The date in table (6-22) shows that 68.6% of respondents from outside 

Iraq said that they would recommend their bank to their friends or families, while only 

30% of respondents inside Iraq said that they would recommend their bank to friends or 

families. 

Table (6-22) Relationship between the place of living and 
recommending banks to others  

 
Sig (2-
tailed)  
 
 
 
 
 
0.001 

  Would you recommend your bank to 
your friends and families? 

Total 

Yes No May be 
Where 
do you 
live? 

Inside 
Iraq 

54 75 51 180 
30.0% 41.7% 28.3% 100.0% 

Outside 
Iraq 

35 8 8 51 
68.6% 15.7% 15.7% 100.0% 

Total 89 83 59 231 
38.5% 35.9% 25.5% 100.0% 

 

Another indication that the banking system in the KR is not a developed system is shown 

in table (6-23); 78.02% of respondents who said that they have a bank account indicated 

that they visit the bank in person because they are unaware that there is any other option 

available. Only 4.31% said that they check their accounts over the phone. 13.79% said 

that the bank sends them a statement, while 18.10% said that they check their account 
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online (as some of the participants live abroad and they had the choice to check their 

accounts online). This finding is consistent with bank managers and government officials 

(e.g. SBM3 and GOMF3) who were interviewed and indicated that telephone and face to 

face communication is the only option for customers in many banks in the KR. This lack 

of efficient communication provided by KR banks can be one of the factors that led to 

people in the KR not use and trust banks as  Ovia 2005 and Agbolade (2011) indicated 

that good communication increases the banks’ efficiency and leads to attracting new 

customers and Ball et al. (2004) stated that efficient communication increases trust. These 

findings show that even though some people have a bank account, they are not active 

users, as some of them only visit their banks yearly. Since they are not regular users, the 

banks would benefit from the implementation of marketing strategies that would 

encourage more regular usage of the bank’s services.  

Table (6-23) account checking methods  
 Answers  Responses  % 
1 Telephone 10 4.31% 
2 In-Person 181 78.02% 
3 Bank sends me a 

statement 
32 13.79% 

6 Online 42 18.10% 
 

When respondents who have a bank account were asked (What type of banks do you use?) 

as shown in table (6-24), 18.53% said that their banks is a non-Islamic private bank; 

55.17% mentioned that their banks are a state bank; 4.74% said that their bank was an 

Islamic private bank; 16.38% said that their bank was an international bank and 5.17% 

that they are not sure. This finding shows that in spite of the fact that respondents 

generally agreed that private banks and international banks are safer than state banks, 

more than half of the respondents still have a state-owned bank account. The reason for 
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this, as discussed in the literature review, is that state-owned employees must have their 

salaries paid into state-owned banks only.  

Table (6-24) the type of banks used by the respondents  
 Answers  Responses  % 
1 None-Islamic private 

bank 
43 18.53% 

2 State bank 128 55.17% 
3 Islamic private bank 11 4.74% 
4 International private 

bank 
38 16.38% 

5 I am not sure 12 5.17% 
 Total 232 100.00% 

 

32.39% of respondents said that they have, at some time in their life lived abroad, even 

though they are currently living in Iraq. These participants were then asked whether or 

not they had a bank account in those countries, 51.35% said yes while 48.65% said no.  

To find out whether or not there is a significant relationship between the current place of 

residence and getting paid through banks, a cross-tabulation was run as shown in table 

(6-25). Findings show that there is a significant relationship between them as the (P 

value=0.03). The table shows that 64.7% of respondents who live outside Iraq are getting 

paid through banks account while 47.8% of respondents who live inside Iraq are getting 

paid through bank accounts.  

Table (6-25) Relationship between where one lives and whether they are 
receiving a salary through their bank 

 
Sig.(2 
sided) 
 
 
    0.03 

  Do you get paid through 
your bank? 

Total 

Yes No 
Where 
do you 
live? 

Inside 
Iraq 

86 94 180 
47.8% 52.2% 100.0% 

Outside 
Iraq 

33 18 51 
64.7% 35.3% 100.0% 
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Table (6-26) shows that there is a strong relationship between whether one keeps or 

withdraws their salary from the bank in relation to their current place of residence. The 

table shows that the (P-value =0.001), which rejects the null hypothesis.  

H0: There is no relationship between current place of residence and keeping or withdrawing 
 salary  
H1: There is a relationship between current place of residence and  keeping or withdrawing  
salary 

the findings show that 65.1% of participants who live inside Iraq said that they withdraw 

all their salary at once, while 30.2% said that they withdraw the amount which they need 

in that moment. For those who live outside Iraq, this is reversed; only 30.3% of 

participants who live outside Iraq said that they withdraw all their salary at once, 69.7% 

of them said that they only withdraw the amount which they need at that moment. These 

findings indicate how banking culture changes when people f 

rom the same background is exposed to a modern banking system.  

Table (6-26) Relationship between where one lives and what they do with 
their salary.  

Sig (2-
tailed)  
 
 
 
 
 
0.001 

 
Withdraw it 
all at once 

Withdraw 
the amount 
which I 
need in the 
moment 

Other 
please 
specify 

 

Where do you 
live? 

Inside 
Iraq 

56 26 4 86 
65.1% 30.2% 4.7% 100.0% 

Outside 
Iraq 

10 23 0 33 
30.3% 69.7% 0.0% 100.0% 

 

Respondents who live abroad and have a bank account were asked whether or not they 

would put their money in banks in the KR. As shown in table (6-27), only 25.81% said 

yes, 41.94% said no and 25.81% of them were not sure, while 6.45% said they had not 

thought about it yet. These findings clearly indicate that only a quarter of Iraqis who live 
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abroad have trust in the banking system in the KR. Interestingly, this group of people trust 

the banking system of the countries where they live, but still their trust in the KR banking 

system is weak.   

 

Table (6-27) readiness for respondents who live outside KR to put their money in a 
banks in the KR 
 Answers  Responses  % 
1 Yes 16 25.81% 
2 No 26 41.94% 
3 Not sure 16 25.81% 
4 Hadn't thought 

about it 
4 6.45% 

 Total 62 100.00% 
 

Some participants said that the recent financial unrest in the KR had affected them or their 

family and friends. Table (6-28) shows that 18.11% of respondents stated that recent 

financial unrest in the KR affected them, while 21.00% said that their family members 

were affected. 38.92% indicated that their friends were affected while 25.05% said that 

they are not sure; only 23.12% said no. These findings show that there are still some 

factors that discourage the KR population from putting their money in banks.  

Table (6-28) During recent financial unrest, have banks failed to repay? 
 Answers  Responses  % 
4 You 94 18.11% 
5 Family member 109 21.00% 
6 Friends 202 38.92% 
7 Not sure 130 25.05% 
8 No 120 23.12% 
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6.7 Trust  

To find out how respondent’s feel about the banking system in the KR, as well as their 

level of awareness of it, a number of statements was developed for all participants and 

the results are demonstrated in the table (6-29).  

Table (6-29) shows that there was significant agreement among respondents that there 

has been a loss of trust among the people in the KR as the mean for the statement (Banks 

have lost the trust among the people in the region) is 2.34.  These findings confirm the 

comments of the bank managers and government officials interviewed (SBM1; SBM5, 

PBM2) in which they indicate that banks have lost trust among the people in the KR. 

Another factor identified in table (6-29) is that respondents believe that it is not safe to 

keep their money in banks, as the mean value for that statement equals 3.48. These 

findings also show that people in the KR do not trust their banking system, as they are 

afraid to keep their money in banks. In addition, the response to another statement (Banks 

are honest), indicates a mean value for that statement of 3.39, which demonstrates that 

participants disagree strongly with the statement that banks are honest, affirming that they 

have lost their trust in banks.  

 

  



 

195 
 

Table (6-29 ) The mean and standard deviation of trust constructs  
Constructs  Mean Sd.  T-test Df Sig. (2-

taliled) 
Banks have lost the trust among the 
people in the region 

2.34 1.328 36.149 421 0.001 

It is safe to keep my money in banks 3.48 1.221 57.982 413 0.001 
Banks are honest 3.39 1.023 61.892 347 0.001 
My money could be stolen if I put it in 
a bank 

3.07 1.089 53.291 361 0.001 

Privacy is guaranteed when using 
banks 

3.07 1.093 53.935 368 0.001 

People who work in banks are 
trustworthy 

2.81 .949 57.248 347 0.001 

Once I put my money in bank, there is 
no guarantee that I will get it back on 
demand 

2.25 1.316 32.893 369 0.001 

 

Participants agree strongly that there is no guarantee to get back their deposited money 

on-demand, as the mean value for that statement equals to 2.25. This finding is consistent 

with the views of the bank managers and government officials interviewed (e.g. PBM3; 

SBM1; SBM3; GOMF3).  They mentioned that banks in the KR failed to repay their 

customers on demand on many occasions, especially the state banks. This finding 

indicates banks in the KR do not have one of the main elements of trust which is 

benevolence that is described by Doney and Cannon (1997). Whether or not participants 

believe that (People who work in banks are trustworthy), respondents slightly agreed to 

that statement, as the mean value equals to 2.81, indicating that participants do have some 

trust in the people who work in banks, but they do not trust the banking system.  

6.7.1 The relationship between banks and trust    

In order to determine the impact of a number of moderators on trust variables, two 

parametric tests were run through SPPS software (t-test and analyses of variance 

ANOVA). The t-test was used to compare one independent variable which has two levels 
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of different factors, ANOVA was used to compare one independent variable which has 

several levels. These parametric tests were used to identify the effect of closeness (how 

far is the nearest bank branch?), gender and age.   

First, the one-way ANOVA test was used to find out the impact of closeness from banks 

on trust constructs; the closeness from banks variable was divided into four subgroups 

which are (1-10 KM, 10-20 KM, more than 20 KM, and (There are no bank branches 

where I live). A post hoc test was also used with ANOVA to find out which subgroups 

are statistically different from each other. Table (5-30) shows the mean (M) and standard 

deviation (S) and number of respondents (N) of each subgroup according to their 

closeness from banks. Table (5-31) shows the result of the ANOVA test for closeness 

from banks subgroups.  
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Table (6-30) Mean, standard deviation and number of the respondents of each groups 
according to their closeness to the banks  
Closeness 
from 
banks  

1-10 KM 10-20 KM More than 
20KM 

No bank 
branches  

Constructs  M N SD M N SD M N SD M N SD 
Banks 
have lost 
the trust 

2.3
0 

30
7 

1.33
7 

2.5
8 

4
3 

1.23
9 

2.4
4 

3
4 

1.41
8 

2.2
4 

3
8 

1.28
3 

It is safe to 
keep my 
money in 
banks 
 

3.5
3 

30
1 

1.21
2 

3.7 4
3 

1.24
2 

3.3
8 

3
2 

1.38
5 

3.5
8 

3
8 

1.05
6 

Banks are 
honest 
 

3.4
0 

25
1 

1.02
0 

3.2
4 

3
7 

.983 3.1
1 

2
7 

1.18
8 

3.7
6 

3
3 

.867 

My money 
could be 
stolen if I 
put it in a 
bank 
 

3.0
9 

26
1 

1.14
9 

3.4
6 

3
9 

.884 2.7
0 

2
7 

1.06
8 

2.8
3 

3
5 

.785 

Privacy is 
guarantee
d when 
using 
banks 
 

3.0
6 

26
7 

1.10
5 

2.7
8 

4
0 

1.00
0 

3.0
8 

2
6 

1.12
9 

3.4
4 

3
6 

.998 

People 
who work 
in banks 
are 
trustworth
y 
 

2.7
6 

27
4 

.933 2.8
2 

3
9 

.885 2.9
6 

2
5 

1.20
7 

3.0
0 

3
7 

.943 

Once I put 
my money 
in bank, 
there is no 
guarantee 
that I will 
get it back 
on demand 
 

2.2
0 

27
0 

1.34
5 

2.5
3 

3
6 

1.15
8 

2.3
7 

2
7 

1.30
5 

2.2
4 

3
7 

1.25
6 
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Table (6-31)  The one-way analysis of variance (ANOVA) results for respondent’s 
proximity to a bank  
Constructs  Df F Sig. 
Banks have lost the trust among the people in the 
region 

421 .693 .557 

It is safe to keep my money in banks 413 1.998 .114 
I think that banks are honest 347  2.375 .070 
I believe that my money could be stolen if I put it in 
a bank 

361 3.304 .020 

I think that privacy is guaranteed when using banks 368 2.416 .066 

People who work in banks are trustworthy 374 .927 .428 

I believe that once I put my money in bank, there is 
no guarantee that I will get it back on demand 

369 .758 .518 

 

The data in table (6-31) shows that there is no significant difference among the proximity 

to bank subgroups variables except for one subgroup which is (I believe that my money 

could be stolen if I put it in a bank). Therefore, a post hoc-test was run to find out the 

differences between subgroups for that construct. Table (6-32) shows the post-hoc test 

for differences between proximity subgroups and trust. The table shows that there is a 

significant difference between subgroups (10-20 KM) and more than 20 KM away. 

Respondents who lived more than 20 KM away agreed that their money could be stolen 

if they put it in a bank, while respondents who live closer to banks (between 10 -20 KM 

away) disagreed with that statement. These findings explain that people who live far away 

from banks believe that their money could be stolen if they put it into banks. The lack of 

banking awareness could be one reason for this. 
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 Table (6-32) Post hoc for differences between closeness from banks subgroups and 
trust  
How far is the closest bank from 
you?  

How far is the closest bank from you? Sig. 

1-10 Km 10-20 KM NS 
More than 20 KM NS 
There are no bank branches where are 
I live  

NS 

10-20KM 1-10 KM NS 
More than 20 KM  .029 
There are no bank branches where are 
I live 

NS 

More than 20 KM 1-10 KM NS 
10-20 KM .029 
There are no bank branches where are 
I live 

NS 

There are no bank branches where I 
live  

1-10 KM NS 
10-20 KM NS 
More than 20 KM NS 

 

6.7.2 Age and trust in banking system  

The second variable which was considered to have an impact on the amount of trust 

people have in banks is age. The age moderator was split into six subgroups (18-24 years, 

25-34 years, 35-44 years, 45-54 years 55-64 and 65 or over). Table 5-33 shows the mean 

(M), number of respondents (N) and standard deviation (SD) for each subgroup, while 

table (5-34) shows the ANOVA test for the age moderator.  
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Table (6-33) Mean, standard deviation and number of the respondents of each groups 
according to age subgroups  
In which age 
band are 
you? 

Banks 
have 
lost 
the 
trust 
among 
the 
people 
in the 
region 

It is 
safe to 
keep 
my 
money 
in 
banks 

I think 
that 
banks 
are 
honest 

my 
money 
could 
be 
stolen 
if I put 
it in a 
bank 

privacy is 
guaranteed 
when 
using 
banks 

People 
who in 
banks are 
trustworthy  

Get my 
money 
back on 
demand  

18-
24 

Mean 2.67 3.10 3.17 3.28 2.65 2.72 2.52 
N 42 40 30 32 34 32 33 
Std.  1.243 1.128 .834 .813 .734 .1.023 1.176 

25-
34 

Mean 2.48 3.29 3.29 3.20 2.91 2.69 2.47 
N 188 188 150 158 161 167 161 
Std.  1.330 1.246 1.101 1.137 1.159 1.022 1.333 

35-
44 

Mean 2.27 3.52 3.40 3.14 3.08 2.83 2.10 
N 119 114 100 101 103 104 105 
Std.  1.300 1.138 1.054 1.105 1.126 .830 1.232 

45 -
54 

Mean 1.82 4.15 3.80 2.57 3.64 3.06 1.77 
N 55 55 50 53 53 54 53 
Std.  1.249 1.008 .756 1.010 .787 .878 1.310 

55-
64 

Mean 2.12 4.06 3.47 2.76 3.47 3.12 2.00 
N 17 16 17 17 17 17 17 
Std.  1.576 1.436 .874 1.033 .943 .857 1.500 

65 or 
over 

Mean 2.00 4.00 4.00 3.00 4.00 3.00 1.00 
N 1 1 1 1 1 1 1 
Std.  . . . . . . . 
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Table (6-34)  The one-way analysis of variance (ANOVA) results for age 
subgroups   
Constructs  Df F Sig. 
Banks have lost the trust among the people in the 
region 

    
421 

2.855 .015 

It is safe to keep my money in banks 413 6.127 .001 
I think that banks are honest 347  2.398 .042 
 I believe that my money could be stolen if I put it in 
a bank 

361 3.335 .006 

I think that privacy is guaranteed when using banks 368 5.504 .001 

People who work in banks are trustworthy 374 1.661 .143 

I believe that once I put my money in bank, there is 
no guarantee that I will get it back on demand 

364 3.229 .007 

 

As shown in table (6-34), there were significant differences among all age moderators 

and trust constructs except for one construct (People who work in banks are trustworthy) 

where there is no significant difference among age subgroups regarding that statement. 

Table 5-34 shows that while all age subgroups agreed with the statement that (Banks have 

lost trust among the people in the region). There is a significant difference among the 

subgroups though, as the P value = 0.015). Findings show that the older generation agreed 

more that banks have lost trust among the people in the region than the younger generation 

of (18-24) and (25-34) years old.  

On another hand, there is a significant difference among the participants’ age subgroups 

regarding the statement (It is safe to keep money in banks) as the P value = 0.001. The 

mean values for that statement indicate that, while all age subgroups do not agree that it 

is safe to keep their money in banks in the region, the older generation disagreed more 

than the younger generation. Regarding the statement (I think that banks are honest), there 

is a significant difference among participants subgroups as the P value= 0.042. The mean 
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value for that statement also shows that while all age subgroups agreed that banks are 

dishonest, the older generation agreed more than the younger generation.  

Regarding the statement (I believe that my money could be stolen if I put it in a bank), 

the table shows that there is a significant relationship among the age subgroups regarding 

that statement as the P value= 0.006. The mean value indicates that the younger 

generation (18-24 years, 25-34 years, 35-44 years) did not agree that their money could 

be stolen if they put it in the banks, while the older generation (45-54 years, 55-64, 65 or 

over) agreed with that statement. This could be attributed to the fact that the older 

generation may have lost their money during periods of previous economic and political 

unrest, while the younger generation has not had that experience.  

Lastly, the table shows that there is a significant difference among the age subgroups 

regarding the statement (I believe that once I put my money in a bank, there is no 

guarantee that I will get it back on demand) as the P-value =0.007. The mean value for 

that statement indicates that while all age subgroups agreed with that statement, 

respondents aged 35 or over agreed more with that statement than respondents aged 35 

or younger.  

The table indicates that for all trust constructs, the older respondents (35 or over) have a 

more negative attitude regarding trust in the banking system in the KR than the younger 

generation. The reason for this might be because the older generation may have heard of 

or experienced more seen or have had more negative experiences regarding trust in the 

banking system in the KR.  This finding is consistent with Hofstede et al. (2001) when 

describing Iraqi culture as a short-term orientation culture, as the people inside this type 

of culture concentrate more on the present and past than on the future. The older 
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generation in the KR have experienced more bank lootings and as a result, have a more 

negative attitude regarding the banking system when it comes to trusting the banks.   

6.7.3 Gender and trust in banking system  

The third moderator which is considered as having an impact on trust constructs was 

gender. Independent-sample t-tests were conducted to compare gender subgroups and 

trust constructs as shown in table (6-35).  

Table (6-35) T-test regarding gender and trust constructs  
Constructs  Gender  Mean STD  T-

vale  
Sig (2-
tailed  

Banks have lost the trust among the 
people in the region 

Male  2.39 1.348 1.592 .112 
Female  2.14 1.233 

It is safe to keep my money in banks Male  3.42 1.235 -
2.023 

.044 
Female  3.71 1.140 

I think that banks are honest 
 

Male  3.37 1.047 -.697 .486 
Female  3.47 .935 

I believe that my money could be stolen 
if I put it in a bank 

Male  3.12 1.114 1.610 .108 
Female  2.89 1.021 

I think that privacy is guaranteed when 
using banks 
 

Male  3.00 1.094 -
2.195 

.029 
Female  3.31 1.061 

People who work in banks are 
trustworthy 

Male  2.77 .936 -
1.273 

.204 
Female  2.93 .991 

I believe that once I put my money in 
bank, there is no guarantee that I will get 
it back on demand 

Male  2.26 1.330 .256 .798 
Female  2.21 1.271 

 

Table (6-35) indicates that there is no significant difference between males and females 

when it comes to attitude regarding trust constructs, except for two constructs. The 

following statement: (I think that privacy is guaranteed when using banks) with a P-value 

=.029, and a mean value for that statement which indicates that females disagreed more 

than males and (It is safe to keep my money in banks) with a P-value = .044, and a mean 

value that shows that females disagreed more than males regarding that statement. 

According to the mean mid-point scale in the table (6.35), for the two significant 
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differences, neither males nor females are trustworthy, but females are more 

untrustworthy regarding the banking system in the KR. 

6.7.4 Educational level and trust 

The fourth moderator which is considered to have an impact on trust constructs is 

educational level. The educational level moderator was divided into seven educational 

subgroup levels (elementary school, intermediate school, secondary school, diploma, 

bachelor degree, master degree, PhD, and other, please specify) For analysis of 

educational level subgroups, ANOVA is most appropriate with a post hoc test. Table 5-

36 indicates the mean value, a number of the participants (N) and the standard deviation 

(Std) of each educational level subgroups while table (6-37) illustrates the ANOVA 

results for educational level.  

Based on ANOVA results as shown in table 5-37, there is a significant difference among 

educational level subgroups in only three trust constructs: (I think that banks are honest), 

(I think that privacy is guaranteed when using banks), and (People who work in banks are 

trustworthy) while there no significant difference among education level subgroups and 

other trust constructs. For that purpose, a post hoc test was run to find out the differences 

between educational subgroups and those three constructs as is shown in the table (6-40), 

(6-41) and (6-42). 
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Table (6-36) Mean, standard deviation and number of the respondents of each group according 
to age subgroups 
What is the highest 
education level you 
have achieved? 

Bank
s have 
lost 
the 
trust 
amon
g the 
peopl
e in 
the 
regio
n 

It is 
safe 
to 
keep 
my 
mone
y in 
banks 

I 
think 
that 
banks 
are 
hones
t 

 I 
believ
e that 
my 
mone
y 
could 
be 
stolen 
if I put 
it in a 
bank 

I think 
that 
privacy is 
guarantee
d when 
using 
banks 

People 
who work 
in banks 
are 
trustworth
y 

I believe 
that 
once I 
put my 
money 
in bank, 
there is 
no 
guarante
e that I 
will get 
it back 
on 
demand 

Elementar
y school 

Mean 1.63 4.14 4.13 2.63 3.75 3.50 1.25 
N 8 7 8 8 8 8 8 
Std.  1.061 .378 .641 .518 .707 .756 .463 

Intermedia
te school 

Mean 2.53 3.53 4.00 3.06 3.33 3.11 2.63 
N 19 17 15 16 18 18 16 
Std.  1.611 1.179 .655 1.063 1.085 .963 1.628 

Secondary 
school 

Mean 2.25 3.83 3.64 3.00 3.38 3.03 2.25 
N 36 36 33 32 34 34 32 
Std.  1.317 1.028 .895 .984 .779 .937 1.566 

Diploma Mean 2.48 3.60 3.57 2.82 3.25 2.88 2.21 
N 90 88 68 74 75 77 75 
Std.  1.376 1.218 .967 1.102 1.001 1.013 1.318 

Bachelor 
degree 

Mean 2.40 3.35 3.27 3.13 2.89 2.71 2.48 
N 136 135 112 112 116 117 120 
Std.  1.384 1.301 1.123 1.179 1.193 .947 1.449 

Master 
degree 

Mean 2.24 3.47 3.26 3.28 2.96 2.76 1.99 
N 111 110 95 103 100 103 101 
Std.  1.252 1.209 1.002 1.042 1.091 .923 .975 

PhD Mean 2.22 3.06 2.86 2.86 3.00 2.47 2.33 
N 18 18 14 14 15 15 15 
Std. 
Deviatio
n 

.943 .998 .770 1.167 1.254 .516 1.234 

Other, 
please 
specify 

Mean 1.50 2.33 3.00 3.33 2.33 1.67 2.67 
N 4 3 3 3 3 3 3 
Std. .577 1.528 1.000 1.155 .577 .577 1.155 
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Table (6-37) The one-way analysis of variance (ANOVA) for educational level 
moderator   
Constructs  df F Sig. 
Banks have lost the trust among the people in the 
region 

421 .914 .495 

It is safe to keep my money in banks 413 1.795 .087 

I think that banks are honest 347    
3.106 

.003 

I believe that my money could be stolen if I put it in 
a bank 

361 1.434 .191 

I think that privacy is guaranteed when using banks 368 2.145 .039 

People who work in banks are trustworthy 374 2.383 .022 

I believe that once I put my money in bank, there is 
no guarantee that I will get it back on demand 

369 2.008 .053 

 

Table (6-37) indicates that there is no significant difference between educational level 

subgroups and the trust construct (Banks have lost trust among the people in the region), 

as all subgroups agreed that banks have lost trust among the people in the region. In 

addition, there was no significant difference between educational subgroups and trust 

construct (It is safe to keep my money in banks), as all educational level subgroups 

disagreed with that statement. Regarding the statement (I believe that my money could 

be stolen if I put it in a bank), there is no significant difference among the subgroups in 

spite of different educational levels (intermediate school, secondary school, bachelor 

degree, master degree and others), where there was a slight disagreement  with the 

statement.While other levels (elementary school, diploma and PhD) were in slight 

agreement with the same statement. Regarding the statement (I believe that once I put my 

money in a bank, there is no guarantee that I will get it back on demand), there is no 

significant difference among them as the P value= .194, and all subgroups indicated that 

they agreed with that statement.  
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A post hoc test was run to show the difference between trusts constructs and educational 

level subgroups that had a significant difference with a P-value ˃0.05. The first construct 

is (I think that banks are honest), post hoc test in the table (5-38) indicates that there is a 

difference between the attitude of elementary school, intermediate school and secondary 

school leavers with higher degree holders (bachelor degree, master degree and PhD). 

While all groups have a negative attitude regarding the honesty of the banking system in 

the region; the more educated the participants, the less negative a perception they had 

regarding the honesty of bank in the region. This finding is consistent with what banks 

managers and government officials stated when they indicated that the more educated 

people were, the more likely they were to deal with banks.  

Table (6-38) Significant difference between educational level subgroup and (Banks are 
honest)  
Educational 
level  

Elementar
y school  

Intermediat
e school 

Secondar
y school 

Diplom
a  

Bachelo
r degree 

Maste
r 
degree  

Ph
D 

Othe
r 

Elementary 
school 

    p˃ 0.05 p˃ 
0.05 

p˃ 
0.05 

 

Intermediat
e school 

    p˃ 0.05 p˃ 
0.05 

p˃ 
0.05 

 

Secondary 
school 

      p˃ 
0.05 

 

Diploma     p˃ 0.05  p˃ 
0.05 

 

Bachelor          
Master          
PHD         
Others          

 

The second construct is (I think that privacy is guaranteed when using banks). The post 

hoc test in the table (6-39) shows that there is a difference between the attitude of 

participants who have elementary and secondary school certificates and those who have 

a bachelor’s and a master’s degree with respect to opinions regarding the privacy provided 

by banks in the region. There is also a difference between diploma holders and 

participants who have a bachelor’s degree. Bachelor’s and Master’s degree holders have 
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a slightly more positive attitude regarding the privacy provided by banks while 

elementary school and secondary school certificate holders have a more negative attitude.  

Diploma degree holders have a more negative perception regarding the privacy provided 

by the banking system in the region. 

Table (6-39) Significant difference between educational level subgroup and (Privacy is 
guaranteed when using banks) 

  

Educational 
level  

Elementar
y school  

Intermediat
e school 

Secondar
y school 

Diplo
ma  

Bachelor 
degree 

Master 
degree  

Ph
D 

Othe
r 

Elementary 
school 

    p˃ 0.05 p˃ 
0.05 

  

Intermediate 
school 

        

Secondary 
school 

    p˃ 0.05 p˃ 
0.05 

  

Diploma     p˃ 0.05    
Bachelor’s          
Master’s          
PHD         
Other         

 

The third trust construct in which educational level subgroups have a difference of 

opinion is whether (People who work in banks are trustworthy).  The post hoc test in the 

table (6-40) indicates that there is a significant difference between the attitude of 

participants with elementary school education and those with a Bachelor’s degree, 

Master’s degree and a PhD.  By looking at the mean mid-point scales in table 6.37, it is 

evident from the findings that participants with lower degrees (elementary school, 

intermediate school, secondary school) have a negative perception regarding the 

trustworthiness of people who work in banks, while participants from diploma degree and 

above have a positive perception regarding the trustworthy of the people who work in 

banks.  Based on the above findings, banks need to use the positive attitude of higher 

degree holders to promote trust among the population.  
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Table (6-40) Significant difference between educational level 
subgroup and (People who work in banks are trustworthy )  

  

Educationa
l level  

Elementa
ry school  

Intermedi
ate school 

Sec
ond
ary  

Dipl
oma  

Bache
lor 
degre
e 

Maste
r 
degre
e  

PhD Other 

Elementary 
school 

    p˃ 0.05 p˃ 0.05 p˃ 0.05 p˃ 0.05 

Intermediat
e school 

      p˃ 0.05 p˃ 0.05 

Secondary 
school 

       p˃ 0.05 

Diploma        p˃ 0.05 
Bachelor’s          
Master’s         p˃ 0.05 
PHD         
Other         

S=significant  

6.7.5 Occupation  

The fifth moderator that is considered to have an impact on trust constructs is occupation. 

The occupation moderator was divided into seven occupation subgroups (student, private 

sector employee, public sector employee, self-employed, retired, other, and unemployed). 

Table (6-41) indicates the mean value, a number of the participants (N) and standard 

deviation (STD) of each occupation subgroup, while table (6-42) illustrates the ANOVA 

results for the respondent’s occupations.  

There is a significant difference between the occupation subgroups and the trust construct 

(Banks have lost the trust among the people in the region). The findings in the table (6-

41) indicate that all occupation subgroups agree that banks have lost trust among the 

people in the region with the exception of the (unemployed and retired) subgroups who 
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disagreed with that statement. The self-employed subgroups agreed strongly that banks 

have lost trust among the people in the region.  

There is also a significant difference between the occupation subgroups and the trust 

construct (It is safe to keep my money in banks). The findings in the table (6-42) show 

that while all occupation subgroups disagreed that it is safe to keep their money in banks, 

the (retired and self-employed) subgroups expressed a strong disagreement with that 

statement. 

There is also a significant difference between the occupation sub-groups and the trust 

construct (I think that banks are honest). The findings in the table (6-41) indicate that all 

subgroups expressed their disagreement regarding that statement while (self-employed 

and private sector employees) stated even stronger disagreement. Meanwhile, table (5-

41) shows that there is a significant difference between occupation subgroups and the 

trust construct (I believe that my money could be stolen if I put it in a bank).  The findings 

in Table 5-42, show that the (private sector employees and self-employed) subgroups 

agreed that their money could be stolen if they put it in banks, while the rest of the 

subgroups disagreed with that statement.  

There is also a significant difference between the occupation subgroups and the trust 

construct (privacy is guaranteed when using banks). The findings in table (6-42) indicate 

that the private sector employee subgroups did not agree that privacy is guaranteed when 

using banks, while the rest of subgroups agreed with the statement.  

Lastly, there is also a significant difference between the occupation subgroups and trust 

construct (Once I put my money in the bank, there is no guarantee that I will get it back 

on demand). The findings in the table (6-42) show that only unemployed subgroups 

disagreed with that statement while all other occupation subgroups agreed that once they 
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put their money in banks, there was no guarantee that they get it back on demand. The 

reason that unemployed respondents disagreed with that statement may be that the 

unemployed people did not have to deal with banks as much as the other subgroups.  

Findings regarding the relationship between occupation and trust in this research indicate 

that while all occupation subgroups agreed that trust in the KR banks is damaged, some 

subgroups (unemployment, private sector employees and self-employed) agreed more 

strongly than the rest.  

 

Table (6-41) The one-way analysis of variance (ANOVA) for occupation moderator    

Constructs  df F Sig 

Banks have lost the trust among the people in the region 421 5.973 .001 

It is safe to keep my money in banks  413 5.057 .001 

I think that banks are honest 347 4.564 .001 

I believe that my money could be stolen if I put it in a bank 361 3.588 .002 

I think that privacy is guaranteed when using banks 368 5.950 .001 

People who work in banks are trustworthy 374 2.083 .054 

I believe that once I put my money in bank, there is no 

guarantee that I will get it back on demand 

 

369 5.339 .001 
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Table (6-42) Mean, standard deviation and number of the respondents of each group 
according to occupation subgroups 
Occupation  Bank

s 
have 
lost 
the 
trust 
amon
g the 
peopl
e in 
the 
regio
n 

It is 
safe 
to 
keep 
my 
mone
y in 
banks 

Bank
s are 
hone
st 

 My 
mone
y 
could 
be 
stolen 
if I 
put it 
in a 
bank 

I think 
that 
privacy 
is 
guarante
ed when 
using 
banks 

People 
who work 
in banks 
are 
trustwort
hy 

There is 
no 
guarant
ee that I 
will get 
money 
back on 
demand 

Student    Mea
n 

2.64 3.02 3.00 3.32 2.74 2.76 2.57 

N 45 43 35 37 39 37 35 
Std.  1.209 1.225 .907 .973 .938 .925 1.243 

Private 
sector  
Employee 

Mea
n 

2.27 3.24 3.54 2.67 3.04 2.69 2.36 

N 33 34 24 24 26 29 28 
Std.  1.329 1.437 1.215 .917 1.113 .967 1.339 

Public 
sector  
Employee 

Mea
n 

2.43 3.37 3.28 3.22 2.90 2.70 2.32 

N 224 217 179 190 192 194 192 
Std.  1.328 1.172 1.012 1.164 1.121 .901 1.286 

Self 
employed 

Mea
n 

1.72 4.04 3.78 2.72 3.63 3.09 1.70 

N 90 89 87 86 87 89 88 
Std.  1.161 1.127 .868 .929 .891 .949 1.243 

Retired Mea
n 

4.00 4.00   5.00 2.00 2.00 5.00 

N 1 1   1 1 1 1 
Std.                

Other Mea
n 

2.77 3.62 3.00 3.09 3.18 3.00 2.46 

N 13 13 10 11 11 12 13 
Std.  1.363 .961 1.155 1.044 1.079 .739 .967 

Unemploy
ed 

Mea
n 

3.25 3.41 3.38 3.23 2.85 2.69 3.23 

N 16 17 13 13 13 13 13 
Std. 1.342 1.176 1.261 1.166 1.144 1.494 1.423 
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6.7.6 Having a bank account and trust  

Another factor which might have an effect on trust is having or not having a bank account. 

An independent sample t-test was conducted to compare whether or not having a bank 

account and the trust construct is related as shown in table (6-43).  

Table (6-43) T-test regarding gender and trust constructs  
Constructs   Mean STD  T-

vale  
Sig (2-
tailed  

Banks have lost the trust among the 
people in the region 

Yes  2.15 1.283 -
2.885 

.004 
No  2.52 1.351 

It is safe to keep my money in banks Yes  3.36 1.337 -
2.038 

.042 
No  3.60 1.080 

I think that banks are honest 
 

Yes   3.26 1.028 -
2.523 

.012 
No   3.54 1.004 

I believe that my money could be stolen 
if I put it in a bank 

Yes  3.09 1.131 .263 .793 
No   3.06 1.034 

I think that privacy is guaranteed when 
using banks 
 

Yes   2.93 .969 -
2.520 

.012 
No  3.22 .908 

People who work in banks are 
trustworthy 

Yes  2.66 1.322 -
3.095 

.002 
No  2.96 1.308 

I believe that once I put my money in 
bank, there is no guarantee that I will get 
it back on demand 

Yes  2.15 1.330 -
1.354 

.177 
No   2.34 1.271 

 

The data in the table (6-43) indicated that there is a significant relationship between 

having or not having a bank account and the trust construct (banks have lost the trust 

among the people in the region) as the P-value=0.004. The data shows that people who 

have a bank account tend to agree more that banks have lost trust among the people in the 

region than people who do not have a bank account. At the same time, there is a significant 

relationship between having or not having a bank account and the trust construct (It is 

safe to keep my money in banks) as the P-value= 0.042. The findings show that 

respondents who do not have a bank account tend to disagree more with this construct. 
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There is also a significant relationship between having or not having a bank account and 

the trust construct (I think banks are honest) as the P-value for that statement=0.012, 

whereas respondents who do not have a bank account tend to disagree more with that 

construct. There is also a significant relationship between having or not having a bank 

account and trust construct (I think that privacy is guaranteed when using banks) as the P 

value for that statement= 0.012, while respondents who have a bank account tend to 

slightly agree with that statement, while respondents who do not have a bank account 

tend to disagree with the same statement. Lastly, there is also a significant relationship 

between having and not having a bank account and trust construct (people who work in 

banks are trustworthy) as a P value for that statement = 0.002, where respondents who 

have a bank account tend to agree more with that statement than respondents who do not 

have a bank account. These findings illustrate that respondents who have bank accounts 

have more positive attitudes regarding the honesty and trustworthiness of banks than 

those whom do not have bank accounts. This finding is consistent with Egger (2003) who 

stated that unfamiliarity or lack of previous experience with the service provider will 

reduce trust.   

6.8 Inside and outside Iraq  

The previous sections in this chapter discussed some differences between the attitude of 

respondents from inside Iraq and respondents from outside Iraq towards their banking 

system. This section compares the remaining variables between respondents from inside 

Iraq and outside Iraq. 

To find out the relationship between respondents inside and outside Iraq with regard to 

whether or not banks encouraged them to open a bank account with them, a cross-
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tabulation was run and the findings show that there is a significant relationship between 

them as the P-value = 0.001. As seen in the table (6.44), only 7% of respondents from 

inside Iraq said that banks contacted them to encourage them to open a bank account with 

them, while 27.5% of respondents from outside Iraq said that banks contacted them to 

encourage them to open a bank account with them. This finding illustrates that banks in 

the KR have not exerted enough effort to encourage the people in the region to open bank 

accounts with them.  

Table (6.44) A cross-tabulation between the banks from inside and outside Iraq 
regarding encouraging people to open bank accounts 
Where do you live? Have any banks contacted you to 

encourage you to open an account with 
them? 

Total  
Sig. 

Yes No 
 Inside 

Iraq 
 32 424 456  

 
0.001 

 7.0% 93.0% 100.0% 
Outside 
Iraq 

 17 45 62 
 27.5% 72.6% 100.0% 

Total  49 469 518 
 9.5% 90.5% 100.0%  

 

In another question, respondents were asked (How are you paid?) and a cross-tabulation 

was run to find out if there is a significant relationship between respondents from inside 

and outside Iraq regarding the method of payment. The data as shown in the table (6.45) 

indicated that there is a significant relationship between them as the P- value= 0.001. The 

findings show that only 25.2% of respondents from inside Iraq said they are paid through 

banks, whereas 45.2% of respondents from outside Iraq said that they were paid through 

banks. This finding is consistent with the report by the U.S commercial service in 2012 

which indicated that an employment salary in Iraq and the KR is cash-based, whereas 

most of the transactions are conducted outside banks.  
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Furthermore, to find out the respondents attitude regarding the banking system, the 

question (How would you like to be paid?) was posed and the data showed that there is a 

significant relationship between the respondents from inside and outside Iraq regarding 

their preferred method of payment as the P- value= 0.001, as shown in table (6.46). 

Table (6.45) A cross- tabulation between the place of residence and method of payment 
 How are you paid? Total  

Sig. Cash banks Other 
please 
specify 

Where do you 
live? 

Inside 
Iraq 

 323 116 17 456  
 
0.001 

 70.8% 25.5% 3.7% 100.0% 
Outside 
Iraq 

 33 28 1 62 
 53.2% 45.2% 1.6% 100.0% 

Total  356 144 18 518 
 68.7% 21.6% 3.5% 100.0%  

 

The findings showed that respondents from inside Iraq tend to prefer cash for their 

payment as 40.1% of them said that they like to be paid in cash, while only 12.9% of 

respondents from outside Iraq said that they like to be paid in cash. This finding shows 

the differing attitude of people with regard to banking in different locations, especially 

when dealing with a different banking system. Respondents who live outside Iraq and 

enjoy the use of a developed banking system prefer to be paid through banks, while a 

significant percent of respondents inside Iraq prefer to be paid in cash. Weak banking 

awareness among the KR population could be a reason for this, as it was mentioned by 

most of the bank managers and government officials who were interviewed, and also 

confirmed by the analysis of this chapter. 
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Table (6.46) A cross tabulation between respondents from inside and outside Iraq 
regarding how they like to be paid 
Where do you 
live? 

How would you like to be paid? Total  
     
Sig. Cash in 

hand 
Through 
private 
banks 

Through 
state 
banks 

other 
please 
specify 

Through 
Islamic 
banks 

 Inside 
Iraq 

 40.1% 18.0% 31.6% 2.0% 8.3% 100.0%  
 
  
0.001  

 183 82 144 9 38 456 
Outside 
Iraq 

 12.9% 43.5% 30.6% 0.0% 12.9% 100.0% 
 8 27 19 0 8 62 

Total  36.9% 21.0% 31.5% 1.7% 8.9% 100.0% 

 191 109 163 9 46 518 
 

The findings show that respondents from outside Iraq have a more positive attitude 

towards banks as shown in table (6.47). 49.2% of respondents from inside Iraq strongly 

agreed or just agreed that banks play a big role in the economy, whereas 75.4% of 

respondents from outside Iraq strongly agreed or just agreed that banks play a big role in 

the economy.   

Table (6.47) Relationship between place of residence and respondent’s viewpoint 
regarding banks 
Where do you 
live? 

Banks play a big role in the economy Total  
        
Sig.  Strongly 

Agree 
Agree Neither 

Agree 
nor 
Disagree 

Disagree Strongly 
Disagree 

 Inside 
Iraq 

 64 147 66 106 46 429  

 14.9% 34.3% 15.4% 24.7% 10.7% 100.0%  
0.001 Outside 

Iraq 
 21 25 7 4 4 61 
 34.4% 41.0% 11.5% 6.6% 6.6% 100.0% 

Total  85 172 73 110 50 490 

 17.3% 35.1% 14.9% 22.4% 10.2% 100.0% 
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In response to another statement (Banks provide good service to their customers), the 

findings show that there is a significant relationship between the perception between 

people inside and outside Iraq as the P-value=0.001. The findings show (see appendix 1) 

that 55.7% respondents who live outside Iraq expressed their agreement or strong 

agreement regarding that statement, while 51.1% of respondents who live inside Iraq 

expressed their disagreement or strong disagreement regarding the same statement. This 

is a clear indication that banks in the KR do not provide satisfactory service to their 

customers. This finding is consistent with (Jawad 2014) who mentions that the banking 

system in Iraq and the KR is very weak due to the lack of know-how and modern banking 

practices. This finding also supports the beliefs of interviewed banks managers and 

government officials like (SBM1 GOMF3; PBM1; PBM6) who indicate that the quality 

of banking services in the KR is weak and needs improvement.  

In another statement (Banks have lost the trust among the people in the KR), findings 

show that there is not a significant difference between the beliefs of respondents from 

inside and outside Iraq as the P-value=0.050, as shown in the appendix (2). The findings 

show that respondents from both inside Iraq (64.2%) and outside Iraq (49%) agreed or 

strongly agreed that banks have lost the trust of people in the KR.  

In order to find out whether or not there is a difference in the beliefs of respondents from 

inside Iraq and outside Iraq regarding the safety of banks, a cross-tabulation was run and 

the findings showed (see Appendix 3) that there is a significant difference among the 

beliefs of respondents from inside and outside Iraq regarding the statement (It is safe to 

keep my money in banks). The table in (Appendix 3) shows that respondents from outside 

Iraq mostly agreed or strongly agreed (51.9%)  that it is safe to keep their money in banks 

while only (19.9%) of respondents inside Iraq agreed or strongly agreed that it is safe to 
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keep their money in banks and most of them (62.4%) disagreed or strongly disagreed to 

that statement. 

The findings also show that there is a significant difference between the respondents 

inside and outside Iraq regarding their opinion about the safety of banks. A cross-

tabulation was run between the question (Where do you live?) and the statement (I think 

that banks are honest) and the findings show that there is a significant difference between 

them as the P-value=0.001. According to the findings (see appendix 4), 48.9% of 

respondents from outside Iraq agreed or strongly agreed that banks are honest while only 

18.7% of respondents from inside Iraq agreed or strongly agreed that banks are honest. 

59.4% of them disagreed or strongly disagreed that banks are honest and only 25% of 

respondents outside Iraq disagreed or strongly disagreed that banks are honest. This 

finding is another indication that the banks in the KR have lost trust among the population.   

Respondents from inside Iraq and outside Iraq differ in their opinion regarding privacy in 

banks. A cross-tabulation was run between the question (Where do you live?) and the 

statement (I think that privacy is guaranteed when using banks) and the findings show 

that there is a significant difference among them as the P-value= 0.001, as illustrated in 

the table in (Appendix 5). The respondents inside Iraq tend to disagree with that statement 

as 46.1% of them disagreed or strongly disagreed that privacy is guaranteed when using 

banks, while only 15.2% of respondents from outside Iraq disagreed or strongly disagreed 

with that statement. 65.2% of respondents from outside Iraq believed that privacy is 

guaranteed when using banks.    

Both respondents from inside Iraq and outside Iraq agreed that banks are necessary and 

there is not a significant difference between them as the P-value= 0.05, (as shown in 

appendix 6).  The findings also show that there is not a significant difference between the 
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opinions of respondents from inside and outside Iraq regarding Islamic banks. When a 

cross-tabulation was run between the questions (Where do you live?) and the statement 

(Islamic banks are safer than non-Islamic banks), the findings show that there is not a 

significant difference as the P-value= 0.389, (as illustrated in Appendix 7). The findings 

indicate that the majority of both respondents from inside and outside Iraq agree or 

strongly agree with that statement (52% of respondents from inside Iraq and 44.9% of 

respondents from outside Iraq).  

The findings show that there is not a significant difference between the respondents inside 

and outside Iraq regarding the international and domestic banks (as shown in Appendix 

8) where the P-value= 0.384. The findings show that respondents both inside and outside 

Iraq mostly agreed or strongly agreed that international banks are safer than domestic 

banks (76.6% from inside Iraq and 77.8% from outside Iraq). Only (9.2% of respondents 

inside Iraq and 6.6% from respondents outside Iraq disagreed or strongly disagreed that 

international banks are safer than domestic banks. To analyse the opinions of respondents 

inside and outside Iraq, with regard to private and state-owned banks, a cross-tabulation 

was run between the question (where do you live?) and the statement (I believe that 

Private banks are safer than state banks). The findings showed that there is not a 

significant difference between them as the P-value = 0.282, (as shown in Appendix 9). 

These findings show that the majority of respondents from both inside and outside Iraq 

believe that private banks are safer than state-owned banks. 

To find out the difference between the beliefs of respondents from inside and outside Iraq 

regarding the concept of interest, a question (Would you be prepared to receive interest 

on your savings?) was posed and was cross-tabulated with the question (Where do you 

live?). The findings showed that there is not a significant difference between the beliefs 
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of respondents from inside and outside Iraq regarding interest taking as P-value= 0.484 

as shown in table (6.48). As a result, the null hypothesis from hypothesis 7 is accepted.  

H0: There is not any relationship between respondent’s place of living and their opinion 
regarding interest taking 
H1: There is a relationship between respondent’s place of living and their opinion 
regarding interest taking 
The findings showed that the majority of respondents from both inside and outside Iraq 

said that they are not prepared to receive interest on their savings (71.3% of respondents 

from inside Iraq and 72.6% from respondents from outside Iraq) said no to that question. 

It also shows the fact that religion is one of the strongest factors that affects potential 

customers regarding using banks.  

table (6.48) respondent’s place of living and their opinion regarding interest taking 
Where do you live? Would you be prepared to receive 

interest on your savings? 
Total  

Sig. 
Yes No I have 

not 
thought 
about 
that 

Not 
sure 

 Inside 
Iraq 

 51 325 66 14 456  
 
 
.484 

 11.2% 71.3% 14.5% 3.1% 100.0% 
Outside 
Iraq 

 10 45 6 1 62 
 16.1% 72.6% 9.7% 1.6% 100.0% 

Total  61 370 72 15 518 

 11.8% 71.4% 13.9% 2.9% 100.0% 
 

The quantitative analysis in previous sections (see 6.4) and qualitative analysis of 

interviewed banks managers and government officials (e.g. PBM2; PBM6) indicated that 

the respondent’s awareness regarding the Islamic banking system is weak. To find out the 

difference between the awareness of respondents from inside and outside Iraq regarding 

the Islamic banking system, a cross-tabulation was run between the question (where do 
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you live?) and the question (do you have a clear idea about the differences between the 

Islamic banking system and the non-Islamic banking system?) and the findings show that 

there is not a significant difference between them as P-value= 0.435, The findings in the 

table (6.49) show that 55.3% of respondents from inside Iraq and 50% of respondents 

from outside Iraq said that they do not have a clear idea about the differences between the 

Islamic banking system and the non-Islamic banking system. This finding is a clear 

indication that Islamic banks have not introduced themselves well to the population. This 

finding also supports the statement by (Okumus 2005, Khan et al. 2007, and Ashraf et al. 

2015) who indicated awareness regarding Islamic banks is weak.  

table (6.49) Respondent’s place of living and their knowledge regarding the Islamic 
banking system 
Where do you live? Having a clear idea about the 

differences between the Islamic 
banking system and the non-Islamic 
banking system 

Total  
 
 
Sig. 

Yes No 
 Inside 

Iraq 
 204 252 456  

 
0.435  44.7% 55.3% 100.0% 

Outside 
Iraq 

 31 31 62 
 50.0% 50.0% 100.0% 

Total  235 283 518 

 45.4% 54.6% 100.0% 
 

Meanwhile, the findings showed that there is a significant difference between the opinion 

of respondents from inside and outside Iraq regarding the service of their banks as P-

value= 0.001 for the cross-tabulation between the question (where do you live?) and the 

statement (my bank answers to my needs quickly) as shown in (Appendix 10). The 

findings showed that 80.4% of respondents from outside Iraq agreed or strongly agreed 
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with that statement, while only 47.7% of respondents from inside Iraq agreed or strongly 

agreed with the same statement. This finding is consistent with the interviewed banks 

managers and government officials, they indicated that the service quality of banks in the 

KR is weak and needs improving see section (5.20).  

To find out the difference between the respondents from inside and outside Iraq regarding 

their satisfaction with the services of their banks, a cross-tabulation was run between the 

question (where do you live?) and the statement (Overall, I am very satisfied with the 

services of my bank) The findings show that there is a significant difference between 

them as the P-value= 0.001, (as shown in appendix 11). Respondents outside Iraq mostly 

agreed with that statement as 71.1% of them agreed or strongly agreed while only 33.3% 

of respondents from inside Iraq agreed or strongly agreed with that statement also (see 

section 4.20). There is a significant difference between the beliefs of respondents from 

inside and outside Iraq regarding the statement (I believe that my financial needs are 

handled appropriately by the bank) as the P-value = 0.001 (as shown in appendix 12). The 

findings showed that only 38.1% of respondents from inside Iraq agreed or strongly 

agreed that their financial needs are handled appropriately by banks, while 73.3% of 

respondents from outside Iraq agreed or strongly agreed with the same statement.  

And lastly, the question (Do you trust the banking system in the country where you 

currently live?) was designed to find out whether or not the respondents from outside Iraq 

trust their banking system.  

 

 

 

 



 

224 
 

 

Table (6.50) The level of trust of respondents outside Iraq regarding their banking 
system 

 

Where do you live? 

Do you trust the banking system in the 
country where you currently live? 

Total 

 
Yes No I don’t know 

Outside Iraq 60 

96.8% 

0 

0.00% 

2 

3.2% 

62 

100.0% 

 

The findings as shown in table (6.50) demonstrate that 96.8% of respondents said that 

they trust the banking system in the country where they currently live. This finding is a 

clear indication that the trust level of the population changes towards the banking system 

if there is a stable economic and political system. 

To test hypothesis 8, and to find out the relationship between the opinion of participants 

who have a bank account and those who do not have a bank account regarding the honesty 

of banks, a cross-tabulation was run, the data shows that there is no a significant 

relationship between them as the P-value = 0.117. As a result, the null hypothesis was 

accepted.  

H0: There is not any relationship between having a bank account and opinion about the 
honesty of banks  
 H1: There is a relationship between having a bank account and opinion about the honesty 
of banks 
 

The findings show that both of the participant groups do not believe that banks are honest.  
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      Table  (6.51) relationship between having a bank account and honesty of banks  

 
Asym.Sig
. 
(2-sided) 

 

I think that banks are honest 

Total 

 
 
 

  
   0.117 

Strongly 
Agree Agree 

Neither Agree nor 
Disagree Disagree 

Strongly 
Disagree 

do you have 
a bank 

account? 

yes 8 39 42 75 13 177 

No 4 27 38 76 25 170 

Total 12 66 80 151 38 347 

 

Simultaneously, to find out the relationship between having a bank account and 

considering using banks is Halal or not, and to test hypothesis 9, a cross-tabulation was 

run and the data shows that there is a relationship between them as (P value= 0.030) as 

shown in table (6.52), as a result the null hypothesis is rejected. 

H0: There is not any relationship between having a bank account and considering using 
banks as Halal  
 H1: There is a relationship between having a bank account and considering using banks 
as Halal 
This investigation showed that people who do not have a bank account tend to disagree 
more with the statement that using banks in general is Halal.   
   

Table (6.52) Relationship between having a bank account and considering using banks in 
general is Halal 

 
 
Asym.Sig
. 
(2-sided) 

 

Using banks in general is Halal (Allowed in Islam) 

Total 

Strongly 

Agree Agree 

Neither 

Agree nor 

Disagree Disagree 

Strongly 

Disagree 

do you have a bank 

account? 

yes 17 40 48 67 17 189   

0.030 No 9 24 53 67 31 184 

Total 26 64 101 134 48 373 
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6.9 Summary  

This chapter focused on the analysis of quantitative data analysis, the chapter was 

designed in order to capture the opinions and beliefs of bank customers in the KR. The 

topics of this chapter are based on the literature review and the analysis of qualitative data 

with bank managers and government officials (chapter 2, 3 and 5). The chapter started by 

discussing the demographic variables and then moved to investigate the current banking 

situation in the KR, the findings in this section stated that the current banking system in 

the KR is inefficient and people mostly use cash for their daily transactions, it also found 

out that the banking system in the region failed to provide loans to their customers which 

led them unattractive among the population. Then it moved to investigate the role of 

religion in the banking system and found out this role is negative. Then it became an 

obstacle in front of banks to attract new customers. Banking awareness was also 

investigated and the finding suggested that banking awareness is weak. The KR has a 

different banking culture in a way that most of its population are not used to using banks. 

Variables that could affect the trust towards the banking system were discussed and 

findings showed that age, gender, education, occupation, having or not having a bank 

account has a significant effect on trust in the banking system. Lastly, the chapter focused 

on the different attitudes of people who live inside the KR and people who are from the 

KR but immigrated to outside of the country and experienced a Western-fashion banking 

system. The results clearly showed that the attitude of people towards banking systems 

can be changed when they encounter a different banking system.  

The next chapter will discuss the results of this chapter, and the results of chapter four 

(qualitative data analysis) which were obtained through interviews with bank managers 
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and government officials, followed by the contribution, recommendation, limitation of 

this research with recommendations for future studies.   
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Chapter Seven: Discussion 
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7.1 Introduction  

The KR is a part of Iraq with its local parliament and regional government, in this regard, 

any political and security instability and social unrest in Iraq has a direct effect on the 

KR. The country has undergone a number of crises in the last three decades and, is still 

suffering from security issues especially with the latest crisis that happened after the 

Islamic State of Iraq and Syria (ISIS) invaded some parts of the country. Because of the 

above reasons, Iraqi and the KR people have so far been deprived of the full benefits of 

up-to-date organisations and sectors, among them is the banking system which is 

characterised by being very undeveloped and insecure. As a result, people in the region 

have lost their trust towards the country’s banking system and prefer to keep their savings 

at home. The absence of a sound banking system in the region, coupled with the absence 

of implementation of the latest technologies in banks and the lack of trust in the banking 

system, will require the need to re-evaluate the whole financial system to make it 

compliant with the requirements of the KR people. It is with these conditions that the 

current study has been carried out. The next chapter synthesises the results from Chapters 

5 and 6 and the literature review to identify significant themes and their possible solutions.   

This thesis aims to establish how the Iraqi Kurdistan banking system can develop the trust 

of the public. To fulfil this aim, five objectives were established namely:  

Firstly, the study critically reviewed all literature in relation to consumer use of and trusts 

within banking systems with specific reference to Iraq and the KR, countries in the Middle 

East and transition countries. Secondly, to develop a framework identifying those factors 

which inhibit and promote trust (see chapter 2). Thirdly, the nature of the existing 

financial / banking systems in Iraq and the Iraqi Kurdistan region (KR) were identified 

and evaluated through a critical review of existing literature review and collected data 
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analysis. Fourthly, any particular issues which prevent the Iraqi population from 

developing trust and so use of the banking system in the KR were evaluated (see chapter 

5 and 6), and primary research was undertaken to identify from a variety of perspectives 

why the banking system is not trusted (see chapter 5 and 6). Lastly, the study developed 

recommendations of how the government and banks of KR could create trust in the 

banking system (chapter 5 and 6). From the beginning, sixteen bank managers and 

government officials were interviewed in order to explore the perception of banks 

managers and government officials regarding the current banking system in the KR and 

the factors that affected trust in the banking system. The main themes, related to the 

banking system in the KR such as banking awareness, the role of banks in the economy, 

investment. Besides these, the themes also included the barriers that made people not to 

use banks such as (religion, previous losses, political instability, illiquidity of banks and 

technologies). Based on the interview findings, and the literature review, a comprehensive 

questionnaire was developed in order to understand the banking system in the KR through 

the customers and non-customers perspectives and to compare the bank managers and 

government officials perspectives regarding the factors that made the people in the KR 

lose trust in the banking system in the KR as shown in the table (7.1)  
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Themes  Literature review  Small sample of Interviews extracts with 
bank managers and government officials  

Questions and statement for the 
questionnaire  
 

1-Religion  Singh and Bradosti (2015) 
showed that Islamic religion 
is one of the barriers that 
prevent banking operations 
in the KR to develop. 

Religion also is a barrier.  Let me 
give you an example, I had an 
employee with a good university 
degree, so I put him in the deposit 
account unit in the bank.  After 3 
days of working there, he told me 
that he cannot work there 
anymore. When I asked why, he 
said because a religious man told 
him that even working in that unit 
is prohibited by his religion 
[PBM2 

1-Islamic banks are safer than non-Islamic 
banks  
2-Using banks in general is Halal (allowed 
in Islam) 
3-I believe that using Islamic banking 
service is Halal.  
4-Would you be prepared to receive 
interest on your savings? 
 5-Do you have a clear idea about the 
difference between Islamic banking and 
non-Islamic banking system? 
6-Does your bank have Islamic banking 
service? 
7-What is the type of your bank? 
 
 

2- Banking 
awareness  

Promoting banking 
awareness is one of the 
procedures that banks can do 
in order to develop their 
trust among the Iraqi people 
(Al-Janabi 2013). 
While Islamic banking 
became popular in recent 
decades, previous studies 

Eleven interviewees (e.g. GOMF1; GOMF4; 
SBM1) stated that banking awareness in the 
region is very weak. 

Banking awareness is very weak 
as most of people do not use 
banks for their daily life; it needs 
an immense effort by the banks to 

1-Banks play a big role in the economy  
2-International banks are safer than  
3- How much you know about on-line 
banking? 
4-Does your bank have Islamic banking 
service? 
5-What is the type of your bank? 
6- Also see question 13, some statement 
based on awareness.  
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showed that awareness of 
customers regarding Islamic 
banking is weak and only 
aware that Islamic banks 
refuse to take interest on 
their loans (Okumus 2005; 
Khan et al. 2007). 

educate people about the banking 
services [PBM6] 

 

7-Do you have a bank account?  
8-what was your primary reason for 
opening a bank account? 
9-What was your reason to choose your 
current banks? 
 
 

3-Culture  this distrust promoted a 
strong inclination for cash 
(Abdallah et al 2015).  
Also see (2.9.1) 
 

“The salaries of all employees 
should be paid through banks. We 
offered the government a 
proposal for that purpose but they 
did not agree to it [PBM7.]” 

 

1-When your salary has been paid, which 
of the following do you (see question 
No.32) 
2- how do you pay your bills (see question 
No.5 
3- how are you paid? 
3-how would you like to be paid? 
4- how often do you visit your bank? 
5-how long have you been a customer with 
your banks? 
6-Do you get paid through your bank? 
7-have you ever lived outside Kurdistan 
Region? 
8-did you have a bank account in that 
country? 

4-loans  Whereas in Iraqi and the KR 
banks provided loans for 
government enterprises with 
limited lending to the private 
sector (Zulal 2012) 

Customers can borrow 30 per cent of the 
amount of their collateral. For example, if 
someone has a house valued at 20000 
dollars, he or she can get a loan of maximum 
amount of 6000 dollars [PBM1].” 

1-Have you ever asked for a loan from the 
banks? 
2- Was the loan granted? 
3-Why did you apply for a loan? 
4-Except banks, who did you ask for a 
loan? 

5-Political 
interference  

Cis not the main criteria for 
granting loans when people 

security and political instability did not only 
result in the general public losing their trust 

1-During the recent political unrest, some 
banks defaulted on payments to their 
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ask for them instead, those 
whom loans should be given 
to is usually decided from 
the higher administration 
through the government 
which means that state 
banks give loans to 
whomever the ministry of 
finance tells them. 

in the banking sector but it also made banks 
lose trust in the public. This is reflected in 
the banks need for significant guaranties in 
order to get loans, usually in the shape of 
collateral (PBM3 and PBM5) 
 

customers, did this ever happen to (you, 
your family member, friends)? 
2-Banks are working in favour of 
politicians. 

6-Service 
quality and 
technology 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

both institutional image and 
trust are important 
instruments for financial 
service providers as they 
face new challenges, like 
increase of new technologies 
and the tough competition of 
using new channels for 
running businesses (Flavian 
et al. 2005). 

All the interviewees felt that if banks 
adopted the latest technologies in their daily 
work, its inhabitants would be encouraged to 
open accounts in banks 

1-which electronic banking services are 
you familiar with? (see question 16) 
2-how much you know about online 
banking? 
3-would you recommend your bank to 
your friends and family? 
4- how do you check your account? 
5- my bank answers to my needs quickly? 
6-overall, I am very satisfied with the 
service of my bank? 
7-how do you send to or receive money 
from Kurdistan region? 
8-how do you send or receive money 
inside the country where you currently 
residence? 
9-hove you bought goods or services using 
online using your credit or debit card? 
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7-Trust  trust and satisfaction are 
major factors that develop 
that relationship between 
sellers and buyers (Huang 
(2008) 

 1- Do you trust the banking system in 
the country where you currently 
live? 

2- Are you ready to put your money 
in a bank in Kurdistan Region? 

3- Please explain why wouldn’t you 
put money in a bank in Kurdistan 
Region? 

4- Banks lost the trust among the 
people in the region. 

5- It’s safe to keep my money in 
banks 

6- I think that banks are honest  
8-
International 
banks   

the foreign banks were able 
to provide better services 
because they had modern 
technical systems which the 
domestic banks were 
missing (Saunders and 
Walter 1991; Bonin et al. 
1998). 

We always say that foreign banks are 
more developed and I would like them 
to enter the region. They will broaden 
the competition and, in this case, we 
should improve our services to compete 
with them [PBM4].” 

1- International banks are safer than 
domestic banks (see question 13) 

 

Table (7.1) themes that extracted from qualitative (interviews) that lead to constructing questionnaire questions
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7.2 Discussion of research objectives  

To understand the depth of the problem and to illustrate the current situation of the 

banking system in the KR, this section discusses the research objectives of this study and 

tries to find out whether or not those objectives were satisfied. Also, this section aims to 

identify the problem and the factors that made the people in KR not trust their banking 

system.  

7.2.1 Objective One: Critically reviewing the relevant literature in relation to 
consumer use of and trust within banking systems with specific reference to Iraq 
and countries in the Middle East 

The findings of this study showed that most of the Kurdish people prefer to keep their 

money at home instead of putting it in banks, because people in the region do not trust 

the banking system. There are a number of papers indicating that mistrust in the KR 

banking system dates back to the Gulf War in 1991, because the banking system before 

that date was trusted by most of the citizens in the country (Taylor 2003). This instability 

in the banking system has created a dominant public culture in society in a way that people 

still look at the banks conservatively and avoid dealing with cheques or other banking 

instruments (Abdallah et al. 2015). In the meantime, the bank’s role in the economy was 

very low because the banks do not have a significant contribution to the economy. There 

are a number of barriers that promoted distrust towards the banking system, namely 

religion, banking awareness, low-quality banking services, political instability and 

culture. (chapters 2 and 3). Indeed, the banking system in the KR barely represented a 

financial system because the banking system in the KR was operating as part of state 

economic plans much like the banking system in the Former Soviet Union, and his role 
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as a financial intermediary is very limited (Zulal 2012). One of the most significant roles 

of banks is channelling funds from surplus funds to deficit funds, but in the KR it is 

difficult for people to borrow money from the banks as the collateral for loan guarantees 

are mostly in the form of real estate, and it is a prominent factor which impedes the 

development of banking sector. Because creditworthiness is not the main criteria for 

granting loans when people ask for them. Instead, those whom loans should be given to 

are usually decided from the higher administration through the government, which means 

that state banks give loans to whomever the ministry of finance tells them. By doing that, 

it questions the trustworthiness of the banking system (Myers 2011). The literature 

showed that individuals and institutions that have useful investment opportunities cannot 

benefit from the banks because banks in the KR cannot perform the role of directing funds 

to those individuals and institutions. As a result, it led to slow down the economic growth 

in the region (Mishkin 1999). Meanwhile, the study showed that the state-owned banks 

dominated the banking sector in the KR. This is another factor that caused the inefficiency 

of the banking system, as many studies (Nellis 1999, Omran 2007, Lin et al. 

1998, and Frydman et al. 2000 ) showed that state-ownership was inefficient and suggest 

that moving from state to private ownership would lead to an increase in profitability of 

the privatised firms as private management is more concerned about profit maximisation 

compared to state-owned management and a better allocation of resources.  

The literature also showed that religion is one of the main factors that prevented people 

from using banks in the region, because Muslim people have traditionally been against 

Riba (interest) throughout history. Islam prohibited interest on all kinds of loans, 

regardless of what purpose the loan is received for and at whatever interest rates. And the 

literature also demonstrated that Islamic banking could not fill this gap, because they 

http://www.sciencedirect.com/science/article/pii/S0378426605000452#bib56
http://www.sciencedirect.com/science/article/pii/S0378426605000452#bib56
http://www.sciencedirect.com/science/article/pii/S0378426605000452#bib40
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could not promote themselves among the population. Besides, this unawareness of the 

Islamic banking system is not related to the KR only, but in most of the countries, people 

still are not able to differentiate between Islamic and non-Islamic finance yet (Okumus 

2005; Khan et al. 2007). The literature also showed that one of the obstacles that 

discouraged people from using banks in the KR is that they are very underdeveloped in a 

way that most of the banks in the region still use the old-fashioned system of banks which 

dated back centuries ago and have not invested in latest financial technologies. While 

today’s business atmosphere is distinguished by its dynamic charatcer and experiences 

due to technological changes and innovations (Reeves and Deimler2011). The innovation 

in information and communication technology (e.g. ATMs, mobile banking, internet 

banking) has transformed the banking sector from an old-fashioned paper-based type of 

operations to a more modern, globally-connected technological operation that has great 

potential to increase efficiency (Ovia 2005).  

The literature review chapter also showed that one of the factors that increased the 

widespread distrust between the people and the banks is that the KR region seized 

deposits in banks during the period of the financial crisis in 2015, which had a negative 

impact on the economy as well. The literature also showed that while the Central Bank 

lowered the reserve requirement by banks, it did not pave the way for the KR banks to 

start creating money, because the money in circulation outside banks is much greater than 

money that deposited in banks, 77% of the currency in circulation is outside the banking 

system. 
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7.2.2 Objective Two: To develop a framework identifying those factors which 
inhibit and promote trust. 

There are several factors that inhibit and promote trust in the KR banking system. The 

findings showed that people do not put their money in banks because of the current 

political instability while another reason was that the bank service in the KR is so poor 

that people prefer to keep their money at home instead of putting it in the banks see table 

6.16 and  Zebari (2013). In the meantime, the findings showed that the further away the 

bank is, the fewer the number of people who have a bank account, (see table 6.8). This 

reflects the views of the bank managers and Government Officials (PBM2; GOMF3) who 

stated that the geographic distribution of bank branches is crucial for banks to attract new 

customers; this is a call for the banks to consider expanding their services to those places. 

On the contrary, the findings of this study showed that banks in the KR do not have any 

plans to improve their services. Most of the interviewed banks managers and government 

officials indicated that they do not have a clear plan on how to develop trust among the 

people in the KR. In particular, state-owned bank managers indicated that they cannot 

plan to develop their services, as they work under a centrally planned system and all plans 

are coming from the ministry of finance, they are just performing what the government 

tells them to do. Simultaneously, interviewees found that the geographic distribution of 

the bank branches has a positive impact on increasing the number of bank users.  {PBM2} 

stated that the geographic distribution of bank branches is crucial for banks to attract new 

customers.  In the KR most of the banks are concentrated in the big cities and only one 

branch exists in one town; 29% of the respondents said there are no bank branches where 

they live (see figure 6.1).  

“There is an unequal distribution of bank branches in the region, in a way 
that you can see a number of banks in some places and no banks in some 
other places which surely affects the customers [SBM1]”.  
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Additionally, bank managers and government officials showed that another reason for not 

using banks is previous wars in the last four decades, such as the Iran-Iraq war in the 

1980s, followed by the Gulf War in the 1990s, then by civil war. These events, made 

people lose their trust towards the banking system as most of the banks were looted during 

the wars, also (see Khalil 2016). This finding is consistent with Hofstede et al. (2001) 

who stated that negative previous experiences affect cultures with short term orientation 

such as the KR more than cultures with long term orientation. 

 

7.2.3 Objective Three: Identify and evaluate the nature of the existing financial / 
banking system in Iraq and the Iraqi Kurdistan region (KR)  

Based on the findings of this study the nature of the KR economy is cash-based. 

According to data analysis, only 24% of participants said that they put their savings in 

banks; moreover, the finding also showed that KR people prefer to be paid in cash. This 

finding is also supported by the qualitative data analysis with bank managers (e.g. PBM2; 

PBM3; SBM1; GOM1). While these findings support the literature that the KR is a cash-

based society (see Aseel and Bayoumy, 2012; Raheem 2016). The results have shown 

that one of the reasons behind that is that people in the KR mostly do not trust the banking 

system; interviewed banks managers and government officials indicated that another 

reason is religion as most of the people in the KR are Muslims and they believe that using 

banks in general, is Haram (not allowed in Islam) see figure (6.3). As a result, religion 

promoted unfamiliarity among the population in the KR regarding their banking system 

and this unfamiliarity promotes mistrust (see Egger 2003). The findings showed that 

unfamiliarity among the people in the KR regarding the banking system is very clear in a 

way that some participants indicated that they do not need a bank, while some participants 

said that they do not know how banks work (see table 6.16). To support that, most of the 

interviewed bank managers indicated that people in the KR do not put their money in the 

banks because they do not have a banking culture, meaning that they have not dealt with 
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banks on a regular basis for example, daily or weekly ,or most of them have never had a 

bank account in their life.  

People don’t have a banking education. Even our merchants do not know 
what the bank is until they need money and come to the banks to get a loan. 
We need more banking awareness [PBM4].   

Meanwhile, bank managers indicated that banking awareness is poor in the KR and if 

banks want to attract more customers, they need to introduce themselves and their 

services among the population, this finding supports Singh and Bradosti (2015), who 

stated that people in the KR do not use banks because they are not aware of the benefits 

that banks can provide. Bank managers believed that paying the salaries of employees 

through banks can increase banking awareness in the region. At present, only select 

employees with high salaries like ministers, top officials and university lecturers get their 

salaries paid through banks, while the rest of the employees are paid their wages in cash 

at their offices. This provokes another issue as (SBM3) indicated: due to the limited 

number of bank branches there would be long queues outside of each bank branch, 

suggesting that it would be very important for the banks to utilise the latest technologies 

like ATMs, visa cards and e-banking, where the need for physical content is greatly 

reduced. Another surprising finding is that bank managers showed that the banking 

system before the Gulf War in 1991 was more efficient than the current banking system, 

in that banks before 1991 had a very good connection with banks in other countries while 

currently banks are isolated from the outside world. 

“We do not have any links with banks abroad and we do not use the internet 
in our system, our customers cannot withdraw their money abroad [SBM1].” 
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7.2.4 Objective Four: Undertake primary research to identify from a variety of 
perspectives why the banking system is not trusted 

The finding of this research showed that banks in the KR have been working in a very 

traditional way, which means that they have not applied the latest banking technologies. 

On another side, banks in the KR do not consider themselves as an important participant 

in the economy of the region, they just work as a safe store to keep depositors’ money, 

especially the state-owned banks. Findings of this study also showed that other steps for 

the banks in the KR to follow in order to attract new customers and make a good 

relationship with the public is that they need to improve their banking system especially 

to apply the latest banking technologies such as ATMs, internet banking and online 

banking into their services.  

Meanwhile, the findings showed that 65.03% of respondents who said they do not have a 

bank are ready to open a bank account if the bank uses electronic banking, and most of 

the bank managers and government officials clearly indicated that adopting those new 

technologies encourage people to use banks more. As a result, develops trust among the 

banking system. While some researchers showed that trust in the traditional banking 

system is essential for trust in the electronic banking system (Chiou and Shen (2012). 

This study found out that adopting electronic banking will encourage people who do not 

trust banks to establish some type of trust with traditional banking. It shows that the 

government needs to ensure that there is a reason for people to use banks, for example 

encouraging banks to depend more on electronic banking services and also enabling retail 

outlets to be able to accept electronic payments or Cash machines, it would motivate 

people to open accounts in banks.  

Furthermore, the respondent’s data analysis showed that customers who have bank 

accounts are not satisfied with the service provided by the KR banks, as only 30% of 
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respondents inside Iraq said that they would recommend their bank to friends or families, 

while 68.6% of respondents from outside Iraq said that they would recommend their bank 

to their friends or families. Furthermore, 78.02% of respondents who said that they have 

a bank account indicated that they visit the bank in person because there is no other option 

available.   

Both interviewed bank managers and respondents to the questionnaire confirmed that 

banks failed to develop efficient communication with their customers (see table 5.23). It 

is worth mentioning that efficient communication with customers increases trust (Ovia 

2005; Agbolade 2011; Ball et al. 2004). Furthermore, only four of the investigated banks 

had an email address for their customers, the rest only used telephone and direct contact 

(face-to-face) inside the banks. Furthermore, as discussed in the previous section, religion 

played a negative role when it comes to using banks. According to Egger (2003), one 

reason that people do not trust a service provider is that they are not familiar with the 

service or they do not have previous experience with the service provider. As most bank 

managers and respondents showed that religion is one of the main barriers that made 

people not use banks, it can be said that religion has a negative effect in developing trust 

in the KR banking system (see Singh and Bradosti 2015). The reason people think that it 

is against their religion to deal with banks is because of interest accruing on their deposits 

since Islamic principles rigidly prohibited it. While People have the option to open 

interest-free deposit accounts in the KR banks, managers showed that the lack of banking 

awareness among the KR population has misled people to think that dealing with banks 

is Haram (see section 2.7).  For example, 71.43% of respondents showed that they are not 

ready to receive interest on their savings. Contrary to some previous research (Fungáčová 

et al. 2017; Guiso et al. 2004) who argued that religiosity leads to increase trust in the 
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banking sector, the finding of this study showed that religiosity decreased trust in the KR 

banks.  

While most Muslim customers use Islamic banks for the reason that they believe that 

these banks are compliant with Islamic beliefs (Hassan and Lewis 2007), results of this 

research showed that Islamic banking awareness in the region is also very weak; see table 

(6.11). Islamic banks can contribute to reducing some of the people’s concerns regarding 

this issue as 46.6% of respondents believed that using Islamic banking service is Halal. 

But as the awareness of the KR people regarding Islamic banking service is weak and due 

to other concerns that there is no difference between the Islamic banks and non-Islamic 

banks (Hassan and Lewis 2007; Chong and Liu 2009; Khan 2010; Husman 2015). The 

role of Islamic banks in reducing this concern will not be crucial, but they can contribute 

in a way or another in developing trust, as the majority of respondents believed that 

Islamic banks are safer than non-Islamic banks. Surprisingly, the findings showed that 

participants outside Iraq also agreed that Islamic banks are safer than non-Islamic banks 

since 52% of respondents from inside Iraq and 44.9% of respondents from outside Iraq 

believed that Islamic banks are safer than non-Islamic banks. One part of developing trust 

might be for the government to work with Islamic leaders to develop a better 

understanding of Islamic banking   

The findings of this research also showed that Both components of trust (credibility and 

benevolences) as described by (Kantspurger and Kunz 2010) are missing in the KR banks, 

firstly they are missing benevolence because the majority of respondents indicated that 

banks in the KR are not truly interested in the welfare and benefits of their customers (see 

table 6.12), secondly, most interviewed bank managers stated that banks do not have the 
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required capability to carry out transactions in a reliable manner, and trust will be 

developed when one party feels that the other party has a true benevolence (Cremer 2015).  

Furthermore, bank managers showed that one of the reasons that people in the KR do not 

completely trust the banks is the lack of banking awareness within the population of KR. 

Their cultural attitude towards the banking and financial sector, is that some people do 

not believe in banks or are not aware about the benefits that banks provide (see Egger 

2003). As a result, they prefer keeping their savings by themselves. The results of the data 

showed the necessity of promoting banking awareness among the population of the KR 

if banks want to attract more customers to use banks.  

The investigation of past and present developments of the KR banking system in terms 

of its structure, functions, and difficulties demonstrated that the financial system in the 

KR is still limited in terms of its construction and performance; there is no observable 

development in the sector. Bank managers and government officials indicated that the 

banking system before the Gulf War in 1991 was a lot better than the current banking 

system in terms of construction and number of customers as well as bank’s relations with 

outside of the country. 

Bank managers also indicated that people not only do not trust the banking system in the 

region but also do not trust the government, people should first trust the government or 

the political system then they can, in turn, trust the banking system; for example, 41.26% 

of respondents mentioned that the reason that they do not have a bank account is that 

because they do not trust the current political system in the KR, GOMF1 supported that 

by indicating that people not only do not trust the banks, but they do not trust the 

government either. Moreover, this research showed that previous losses which people 

have experienced during the previous wars, and as most of the banks were looted or 
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destroyed during that wars, it became a strong barrier for banks to develop or grow their 

services especially when those wars have led people not to trust banks with their money, 

this made it difficult for banks to develop their trust among the population, clearly 

indicated by most interviewed bank managers such as (GOMF4; GOMF3; PBM5; SBM7; 

SBM4) 

Regarding instability, Gorton and Winton (1998) stated that banking and instability seem 

inherently inter-twined, while Carletti and Hartmann (2003) stated that the banking 

system has a special status regarding instability, basically because instability affects 

banks more than any other business sector. Meanwhile, interviewed bank managers 

showed that security and political instability did not only result in the general public 

losing their trust in the banking sector but also made banks lose trust in the public. This 

is reflected in the banks’ need for significant guaranties in order to get loans. In addition, 

SBM4 showed that many customers withdrew their money in the banks due to political 

instability, fear of losing it, and it caused other people not to trust the banks.  

“… Banks in the region are prisoners of the total political situation. If the 
political situation was not unstable, banks would have developed trust 
automatically [PBM4]  

While findings showed that the majority of respondents believed that banks have lost trust 

among the public, the older respondents (35 or over) have a more negative attitude 

regarding trust in the banking system in the KR than the younger generation. The reason 

for this might be because the older generation may have heard of or experienced more 

seen or have had more negative experiences regarding trust in the banking system in the 

KR.   

Another finding of this study is that, while all educational groups have a negative attitude 

regarding the honesty of the banking system in the region, the more educated the 
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participants, the less negative perception they had regarding the honesty of banks in the 

region. This finding is consistent with what bank managers and government officials 

stated when they indicated that the more educated people were, the more likely they were 

to deal with banks.  

These findings illustrate that respondents who have bank accounts have more positive 

attitudes regarding the honesty and trustworthiness of banks than those who do not have 

bank accounts. This finding is consistent with Egger (2003) who stated that unfamiliarity 

or lack of previous experience with the service provider will reduce trust.   

Additionally, the findings of this study showed that there is a significant difference 

regarding the attitudes of respondents who live inside the KR and those who live abroad. 

While respondents who live abroad and respondents who live inside were raised in the 

same country and culture, the findings showed that their attitudes regarding the banking 

system changed dramatically when they moved abroad. For instance, as the table (6.7) 

showed, 82.3% of respondents from outside the KR have a bank account, while only 

39.6% of respondents inside the KR have bank accounts. Through analysing the data from 

those respondents who live abroad with that inside the country, the findings showed that 

there is a significant difference between the banking system in the KR and banking system 

in developed countries; for instance, the respondents who said that they live outside Iraq 

have a 90% chance of getting a loan when they apply for it, while the chance of getting a 

loan inside Iraq is 57.50%. Meanwhile, 86.36% of those who said that they pay their bills 

by an electronic payment system were from outside the country, this indicates that banks 

in those countries made it easy for them to use the electronic banking systems. 

Respondents from outside showed that they are generally happy with the service provided 

by their banks, whereas respondents from inside the country showed that they are not 
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generally happy with their bank services. Familiarity regarding the online banking 

services is greater among the respondents outside (see table 6.13). In the meantime, 67% 

of respondents from outside Iraq keep their savings in banks, while only 24% of 

respondents inside Iraq said they keep their money in the banks, and 65.1% of participants 

who live inside Iraq said that they withdraw all their salary at once whereas it is only 

30.3% for respondents outside the country,  

Another finding of this study is that while people who live abroad established trust in the 

banking system of the countries where they live, only a quarter of them have trust in the 

banking system in the KR (see table 6.27). Again, 40.1% of respondents inside the 

country prefer to be paid in cash while only 12.9% of respondents from the outside prefer 

to be paid in cash (see table 6.46). There are more differences between the attitudes of 

respondents from inside and outside regarding banking system (see section 6.8). All these 

findings showed that people’s behaviour towards trust can be changed easily if the 

antecedents of trust improve.  

This study also found that there are three types of potential bank users (see table 6.16, 

6.17 and 6.19) , those who have never used banks and see no reason to do so because the 

banks have failed to identify any facility which they perceive to be of use, or because they 

do not trust the banks. The second group are those who use banks, but only reluctantly 

because they either see no benefit from using banks in a western fashion and or have 

suffered financially from using banks.  The final groups are those who have lived outside 

the KR and have had a good experience with western banks or educated and younger 

people who believe that it is safer to use banks instead of keeping it at home, and so they 

are potential positive users. Therefore, the loss of trust applies only to one group, but it is 

the largest one.  So, if bank usage is to be increased each group would need to be 
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persuaded, albeit in different ways, of the benefits of using a reformed and innovative 

banking system, even though it is likely that benefit to one group may also be of benefit 

to another.  

7.2.5 Objective Five: To develop recommendations for how the Government and 
banks of KR could create trust in the banking system   

The findings of this study showed that the banking industry in the KR is dominated by 

state-owned banks, most of the private banks are quite small and their customers are very 

limited, or they serve a specific type of customers. Meanwhile, the finding also showed 

that the current banking system in the KR is operating as a part of the state economic 

plans and it is very similar to the banking system in the former Soviet Union, which its 

role as a financial intermediary is unnoticeable, and working as a store for the government 

money only; where the government stores its money inside the banks and then distributes 

it to its employees and state projects.  

“We as state-owned banks do not compete with each other or even with the 
private banks because we just perform some government work like storing 
money and distributing the salaries of the government employees [PBM2]”.   

Banks in the KR control 75 per cent of the overall financial system assets which means 

that other sectors like (insurance sector, mutual funds and pension funds, etc) are small 

and their role in the economy was ignored (see Aziz and McConaghy 2014). The findings 

also have shown that banks in the KR do not offer loans to normal customers and they 

only lend to businesses and companies; besides, gaining a loan from a bank is not easy, 

as they ask for a big amount of collateral, especially in the form of real estate collateral; 

meaning that if someone does not own a house or a piece of land, they will never have a 

chance to gain a loan from banks. As a result, 73.75% of respondents said that when they 

needed a loan, they asked for one from friends and family (see table 5.10). The findings 

clearly indicated that banks in the KR are not the main place for people to borrow when 
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they need money. Additionally, state bank managers showed that if they want to insert 

any change to improve the performance of their banks, they need consent from the 

government; so the development of state banks relied on the government’s intention to 

improve them, and as the finding showed, such intention still does not exist.  

While global improvement in the banking industry depends essentially on technological 

developments, the findings of this research showed that KR banks have not made any 

efforts to provide their customers with advanced and suitable banking services; which has 

made the banking system stay underdeveloped. Another finding of this research is that all 

bank managers understood the importance of adopting new technologies and they clearly 

indicated that inserting such technologies (ATMs or e-banking) will improve the banking 

system in the KR, but, despite this, they still conduct all of their daily works manually 

without benefiting from the up-to-date technologies and there is not an electronic payment 

system.  Bank manager’s interview analysis showed that bank managers were reluctant 

towards applying and providing their customers with new banking services such as online 

banking, ATMs or internet banking and they still conduct their banking transactions in 

the traditional method. Analysed data of this research showed that 48.07% of respondents 

said that they do not know anything about online banking services.  

“Any modern technology in this region will be accepted so quickly, as we 
have already seen how people adopted mobile phones and internet 
connections. I think whenever banks start to apply those new technologies 
like ATMs, mobile banking or internet banking; it will attract a lot of 
customers [SBM5].” 

 

However, this statement is contradicted with McCoy et al. (2007) who stated that people 

with high uncertainty avoidance culture, such as Iraq, are reluctant to accept changes and 

new ideas. Nevertheless, adopting modern technologies like ATMs or internet banking is 
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not just related to banks, because these modern technologies require uninterrupted 

electricity and good quality of internet service, which are not fully available in the region. 

In fact, there is still no guaranteed 24-hour electricity available in most of the cities and 

towns.  

Findings show that another reason behind the fact that the KR banking system is still 

underdeveloped was that private banks are relatively small and the ministry of finance 

has not given them a fair chance to grow themselves, as state offices are only allowed to 

open accounts with state-owned banks. Despite the fact that private banks were 

established lately (after 2003), but some of them already outperformed the state-owned 

banks. One of the main reasons behind the intervention of the state in the banking system 

and establishing state-owned banks is to produce trust among the public regarding the 

banking system (Lindgren 1997), but bank managers and respondents indicated that it is 

state-owned banks that lost their trust among the public and made the overall banking 

system underdeveloped, some private bank managers (PBM2; PBM5; PBM7) blamed 

state-owned banks for doing nothing to establish a trusting relationship with the 

population, again, the government as the decision-maker, for state-owned banks need to 

step in to encourage and help state banks to use the new banking technologies.  

In addition, findings showed that state-owned institutions in the KR are only allowed to 

deal with state-owned banks and they are not allowed to deal with private banks. The 

government can change this law which will lead to an increase in the number of private 

banks in the region. This study showed that one of the factors that resulted in the limited 

availability of private banks is that state-owned institutions are not allowed to borrow 

from private banks; the government should give the same chance to both private and state-

owned banks in providing loans for state-owned institutions.  
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In a very hierarchical society such as KR, the Government needs to become proactive if 

they are to encourage the use of banks. Nine out of sixteen bank managers and 

government officials (e.g. GOMF3; PBM1; PBM3; SBM1; SBM2) stated that the role of 

the government is negative when it comes to helping the banks.  

 “The role of the government is very poor in helping banks; we have tried 
many times to bring the newer technologies like smart cards but the 
government created some obstacles for us [PBM1.] 

 
According to (GOMF2; GOMF3; PBM1; PBM3; SBM1), current regulations are not in 

favour of a sound banking system, as it does not encourage banks to develop themselves. 

Bank managers and respondents showed that another reason that they do not trust the 

banking system is banks illiquidity, which means that most the banks especially state-

owned banks could not repay their customers on-demand on many occasions because the 

government has used the customer’s deposited money in the times of crisis. 39.11% of 

respondents showed that the banks failed to repay them or their family when they needed 

their deposited money. There are some recent cases, for example, during late 2014 and 

early 2015, customers could not withdraw their deposits in the banks because banks did 

not have enough money available in their vaults.   

 “SOBs damaged our reputation as well when they failed to repay the 
depositors on demand, this made people withdraw their money in private 
banks for fear of facing the same situation… [PBM7]”.  

 This finding showed that the role of government was not positive in helping the banks to 

grow or develop themselves. It even damaged the reputation of banks through using their 

depositor’s money. When the customers ask for their own money in the banks, the banks 

told them that they need to wait for an uncertain time till they can withdraw it. This 

damage to the bank’s reputation resulted in mistrust in the banking sector as a whole 

(Adamson 2003).  
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Competition among any type of business including banks usually forces them to improve 

their services. According to this research, banks in the KR do not compete with each 

other. The reason is that as most interviewed bank managers indicated that most of the 

banks in the KR are state-owned-banks and they are just working as a government 

accounting department. This means that they do not perform their tasks as a standard 

bank. Most of the interviewed banks managers and government officials confirmed the 

fact that banks in the KR do not compete among themselves and all interviewed bank 

managers believed that if the banks in the KR start competing with each other, it will 

improve the type of services they offer to their customers. The lack of competition among 

the KR banks shows the similarity of the KR banking system and the banking system in 

the countries before the transition (see Hersic 2007). Flavian et al. (2005) believe that 

when financial firms face tough competition, they need to establish trust in order to stay 

in the market.   

The findings also showed that another reason for the underdevelopment of the banks in 

the KR is that banks still work under the state plans and the previous cases especially in 

transition countries cases; which have shown that banks in those countries started to 

develop when they started working in a market economy (see Nellis 1999). Furthermore, 

eight bank managers and government officials (e.g. GOMF4; PBM1; PBM4; SBM1) 

stated that privatisation of state banks is necessary and they believed that this privatisation 

should have been done ten years ago.  Similarly, {PBM6} stated that SOBs have two 

choices, whether they should be privatised or whether they should be closed.  

“Privatization is something very popular in the world and even the 
government might like to privatize the banks and personally I think it is 
necessary [BBM1].” 
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Meanwhile, respondents in this research believed that private banks are safer than state 

banks (see table 5.12). Additionally, there is enough previous research that indicated that 

bank privatisation results in a better banking system (see Weill 2003; Megginson 2005; 

Wachtel et al. 2008). Besides, bank privatisation requires a prior improved legal and 

regulatory framework by the government (Una and Navarro 1999; Omran 2007). Again, 

this is another call for the government intervention to privatise state-owned banks.  

Findings also showed that it is not possible for their customers to use their money abroad.  

“We do not have any links with banks abroad and we do not use the internet 
in our system, our customers cannot withdraw their money abroad [SBM1].” 

This shows that the current banking system in the KR especially, SOBs, is totally isolated 

from the outside world, and it discourages people from using and trusting the banking 

system. Foreign banks entry can help to connect the isolated banking system in the KR to 

the outside world. All the managers and government officials supported foreign bank 

entry into the region.  

“… It is a qualitative extension into the banking service in the region. We 
always say that foreign banks are more developed and I would like them to 
enter the region. They will broaden the competition and, in this case, we 
should improve our services to compete with them [PBM4].”  

Interviewees justified their support of foreign bank entry by saying that foreign banks 

consolidate the KR banking system through strengthening the competition and forcing 

the local banks to improve themselves and their services.  

Another step that government can follow is to make it easy for the foreign banks to enter 

the country, for example (Levine 1997; Haselmann 2006; Drakos 2003) showed that 

foreign banking entry in transition countries had a considerable impact on the growth of 

customer loans and also helped to improve the banking system as the foreign banks’ entry 

allows the region to have access to international financial capital as well as improving the 

quality of banking services throughout, bringing the latest banking technologies with 
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them, supporting a modern banking system. Additionally, respondents also believed that 

international banks are safer than domestic banks see table (5.12).  

 

7.4 Summary  

The chapter discussed the findings of this research based on data analysed in chapters 5 

and 6. The chapter started by answering the first research objective of this study. It starts 

by showing the relevant literature regarding the KR banking system. Then, it discussed 

the reasons that made people reluctant in using banks; among the most prominent factors 

were political instability, religion and lack of banking awareness. Then the chapter moved 

to discuss the factors that reduced trust among the banking system in the KR such as 

banks liquidity, the quality of the services provided by banks, instability, religion and 

previous losses. Then, the differences between the attitudes of respondents from outside 

and inside the country regarding the banking system were investigated, and found that 

people who live abroad and experienced developed banking systems have a more positive 

attitude regarding trust in banks in their countries. Lastly, discussed the role of the 

government and banks in helping the system to develop their trust, the findings found out 

this role is not observed.      

The next chapter focuses on the findings of this study alongside the research 

contributions, recommendations and limitations followed by recommendations for future 

research.  
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Chapter Eight: Conclusion and Recommendations 

8.1 Introduction  

This chapter focuses on the findings of this study flowed by the contribution of the 

research (contribution to the theory and practice). Then the chapter moves to investigate 

the recommendation of this research both to banks and government followed by limitation 

of the research, then the chapter discusses the suggestions for future research.  

8.2 Study findings  

This mixed-method study about the KR banking system showed that the overall banking 

system in the KR is very weak and inefficient and their role in the economy is not 

significant.  It also revealed that perceived previous bad experiences by the people with 

banks in the KR had a negative and significant impact on potential customers' attitudes 

toward using banks. The findings also showed that banks in the KR lost their trust among 

the inhabitants of the region and they have a lot of work to do regarding solving this 

problem. Moreover, the results showed that the banking awareness among the people in 

the KR is very low in a way that most of the people do not have a clear idea regarding 

how the banking system works.   

The findings also showed that the state-owned banks still control both business and retail 

banking markets. Interviewed banks managers and government officials indicated that 

religion and political instability are the most significant barriers that prevent people from 

dealing with banks. The results of this study showed that banks do not have any plans 

regarding increasing the number of their customers especially, the state-owned banks.  

Findings also revealed that competition among the banks in the KR does not exist or is 
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barely observed, one reason behind it is that state-owned banks managers do not have the 

ability to change the way their banks work, but they need to follow what the ministry of 

finance tells them to do. Furthermore, banks in the KR mostly concentrated on the major 

provinces and ignore the towns and smaller districts, especially private banks which have 

branches and offices only in the provinces. Most towns and smaller districts have only 

one branch for state-owned banks only. While the banking system in the KR as a whole 

is considered inefficient, the state-owned banks are considered the most inefficient 

compared to private banks; most bank managers believed that it is better for all state-

owned banks to be privatised. Moreover, people in the KR tend to believe that 

international banks are safer than domestic banks.  

Furthermore, results found out that the role of government in helping banks to develop 

trust among the people is not observed but, on some occasions, it was the government 

who damaged the reputation of banks.   

The findings also showed that banks in the KR still perform most of their daily work 

manually and did not benefit from the latest banking technologies which made it quite 

boring for customers when they needed to stand in long queues just to withdraw some 

cash. Customers only can withdraw money from banks during the opening bank hours 

which are normally (8 AM to 2 PM), but if banks could use the latest banking technologies 

such as ATMs or online banks, it could give customers a chance to withdraw their 

deposits whenever they want. While literature suggested that people in high uncertainty 

avoidance cultures such as Iraq are reluctant to accept changes (McCoy et al. 2007; 

Hofstede Insights 2018), adopting electronic banking service, were largely supported by 

respondents of this study.  
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 Another result of this study is that banks in the KR do not provide loans to their customers 

and getting a loan from a bank is very hard in that very few people can get loans from 

banks; most of the participants said that they ask their friends and families when they 

need a loan. Meanwhile, few businesses reported that they have benefited from bank 

loans. While offers are considered, one of the most important factors that businesses use 

to attract customers. But the results of this study showed that banks in the KR do not 

provide any offers to attract new customers, and this is an indication of the fact that banks 

were careless regarding finding new customers.  Meanwhile, the results showed that 

banks in the KR ignored the complaints of their customers and they believe that the 

complaints are not important, because they believe that people in the region do not have 

banking awareness. The findings of this study also showed that even though some people 

have a bank account, they are not active users as some of them only visit their banks 

yearly. 

This research revealed that political instability in the KR is one of the factors that made 

people to lose their trust in banks, and people mostly even do not trust the political system 

itself.  Meanwhile, the results showed that the illiquidity of the banks is another factor 

that made people not deal with banks as banks in the KR failed to repay their customers 

on-demand on many occasions.  In the meantime, the findings of this study showed that 

potential customers are afraid that their personal information may be available to third 

parties and that privacy is not guaranteed when using banks.  

The findings also showed that the banking system in the KR is lacking an efficient 

communication method with their customers and it is one of the factors that decreased 

trust among the population. There are only two basic methods of communication in most 

KR banks, which are telephone and email. The emails and most of the telephone numbers 
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provided are for the head office of banks only, not local branches. The results also showed 

that most of the people who open bank accounts are those who open accounts for a period 

of time, then they close that account. Banks could benefit from those customers by 

encouraging them to stay with the bank. This can be done by providing them with some 

offers or educating them about the usefulness of banks. The findings also showed that the 

current banking system in the KR is totally isolated from the outside world and it is 

discouraging for people towards using and trusting the banking system. In the meantime, 

this study showed that most people believed that international banks are safer than 

domestic banks in a way, some people kept their money in neighbouring countries such 

as Jordan and Iran.    

This is contrary to some previous research by (Fungáčová et al. 2017; Guiso et al. 2004) 

who argued that religiosity leads to increased trust in the banking sector, the finding of 

this study showed that religiosity decreased trust in the KR banks. In the interim, the 

results also demonstrated that Islamic banks in the KR could not promote themselves 

among the inhabitants of the region in a way that the majority of participants in this study 

said they cannot differentiate between Islamic banks and non-Islamic banks, but they tend 

to be more satisfied with Islamic banking.  

This study also showed that the people in the KR tend to accept and deal with banks if 

they encounter a better banking system. Findings showed that people’s behaviour towards 

trust can be changed easily if the antecedents of trust improved. The study results showed 

that people who lived inside KR and never trusted the banking system, eventually trusted 

the banking system of the countries where they immigrated or travelled to.  

The findings also demonstrated that banks in the KR did not perform their task as an 

efficient intermediary, as they could not attract the depositors’ money and their lending 
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ability was very limited. Meanwhile the findings show that banks in the KR cannot create 

money because the money in circulation in the KR mostly circulates outside of the 

banking system, not through banks.  

8.3 Contribution of the research  

This section seeks to investigate the contribution of this research. Firstly, it tries to explain 

the contribution to theory or knowledge followed by its contribution to practice as 

explained in 8.3.1 and 8.3.2  

8.3.1 Contribution to knowledge   

This research is the first empirical study to be carried out on trust in the banking system 

in Kurdistan Region; as a result, it adds knowledge about the banking system to under-

researched regions such as KR and Iraq. Meanwhile, this research fills the gap that exists 

in the literature regarding the trust in the banking system in post-war countries.  

This study contributed to knowledge, as it proved that people’s behaviour towards trust 

can be changed easily if the antecedents of trust improved. The study showed that people 

who lived inside KR and rarely trusted the banking system, eventually trusted the banking 

system of the countries where they immigrated or travelled to.  

This research is the first large scale of investigating the attitude of KR people regarding 

their banking system through applying both qualitative and quantitative methods in one 

study, as it applied a qualitative phase then used a quantitative survey of 520 respondents. 

As a result, the study contributes to an in-depth understanding of mistrust in the banking 

system, through identifying the main obstacles and barriers that led the people to not deal 

with their banks and why they do not trust their banking system.  
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Even though existing literature (e.g. Whiting, 1985; Perry, 1989) summarised the purpose 

of banks: accepting and keeping the deposits from customers, allowing their clients to 

withdrawing their money at any time, lending money to those customers who need it, 

providing their customers with different types of financial services and facilitating 

payments between countries around the world. But the findings of this study showed that 

banks in the KR do not provide those services except for the first one, accepting deposits 

from customers.  

Contrary to some previous research (Guiso et al. 2004; Fungáčová et al. 2017) who argued 

that religiosity leads to increase trust in the banking sector, this study showed that 

religiosity decreases trust in banks. Thus, this finding can be significant for the ongoing 

debate in the literature regarding the role of religion in developing trust in the banking 

sector. 

Additionally, while literature suggested that people in high uncertainty avoidance cultures 

such as Iraq are reluctant to accept changes (McCoy et al. 2007; Hofstede Insights 2018). 

Adopting electronic banking services were largely supported by respondents of this study.  

While some researchers showed that trust in the traditional banking system is essential 

for trust in the electronic banking system (Chiou and Shen 2012), this study found out 

that adopting electronic banking will encourage people who do not trust banks to establish 

some type of trust in traditional banking.  

Moreover, the study has inserted a comparison between the current banking systems in 

the KR with countries that have undergone the transition period. The study has shown 

that there are some similarities between the current KR banking system and the banking 

system in transition countries before and during the transition period. It was discovered 

that the same solutions, like privatisation and foreign banks entry, which was the main 
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solution for those countries, (see chapter two, section 2.5) also can have a significant 

impact on the development of the banking system in the KR    

8.3.2 Contribution to practice  

This research provided a set of recommendations for the main stakeholders of the banking 

system in the KR (KR government, KR banks and customers) to follow its 

recommendations as this study derived from the original voices of the key stakeholders 

of the banking system in the KR, these recommendations if applied in the course of a set 

of proper strategies would improve the current banking system in the KR and by that will 

help the banks to develop their trust among the population in Kurdistan Region and for 

the population to experience a sound banking system. This research also contributes to 

the current discussion on the trust in the banking system and showed the way in which a 

good banking system should be established that fits the KR culture. Another contribution 

of this study is that the recommendation of this study can benefit the banks in Iraq as a 

whole even though this was conducted in the KR but as Iraq has the same transition 

period, the recommendation can be useful for the rest of Iraq as well.  

This research was conducted in a region that lacks scientific research and applied mixed-

method approach (quantitative and qualitative), in that case, another contribution of this 

research will be for the academics and researchers who would like to investigate the 

banking system in the KR, especially throughout motivating them to use multi-method 

research approaches instead of using single methods. As for now, most research 

conducted in this region was using mono-methods and mostly used a quantitative method; 

the qualitative approach was used in very few cases.  
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8.4 Recommendation 

Based on the results of this study a number of recommendations are proposed for related 

parties including Government, Banks (both private and state). These recommendations 

might help in improving the banking system in the KR and that assist the banks to develop 

their trust among the public.  

8.5. Recommendation to the KR banks  

 Banks need to provide a new method to eradicate that negative expectation by the people 

in the KR regarding the banking system; banks could attain this by increasing the 

customer’s awareness of the usefulness of banks through advertising and long-term 

customer relationship management. Furthermore, banks should respond efficiently to the 

different banking needs of their customers by concentrating on the full functionality of 

their system. 

 Banks need to understand the needs of their customers through an efficient method of 

customer feedback and then analyse that feedback in order to identify what customers 

complain about.   

Banks in the KR have to develop a strategy that reduces the customer’s concern about the 

risk, this can be done through providing unconditional deposit insurance and protecting 

customer’ personal information, this might help in motivating more confidence in the 

bank’s potential customers.  

Banks have to create an environment where people feel that the banks treat them neutrally 

and deal with their deposits safely. 

Banks need to create an independent department for customers who need more 

information about the service of the banks, especially for those customers who visit banks 

once a month or once a year and listen to them to find out what makes them not use banks 
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more frequently. By doing that, banks can increase familiarity among the population 

regarding the service of banks.  

None-Islamic Banks need to add Islamic banking services by providing Islamic windows 

and making sure that its accordance with the basic Islamic principles. Meanwhile, Islamic 

banks have to promote themselves among the people in the region. They need to have 

branches in every town and city, and also need to persuade people that using banks is not 

against the principles of Islam.  

Banks need to apply the latest banking technologies in their daily work and provide 

electronic and online banking services to their customers.  

Banks have to extend their working hours at least (from 8 am to 5 pm) because most of 

the working people work from 8 am to 3 pm and when they get off work the banks are 

already closed.  

Banks have to encourage the inactive bank users to active banks’ users through educating 

them about the benefits of using banks instead of cash   

Banks need to train their staff regularly in order to give the customers the best service and 

make sure that customers fully trust the staff in their banks. 

Banks need to provide an efficient communicating system with their customers in a way 

that customers can contact banks via a variety of means, such as telephone, emails and 

online chats.  

Banks have to establish relationship marketing; the purpose being to develop a long-term 

relationship between banks and customers, which benefits both parties 

Banks need to link themselves with banks abroad so that their customers can send, receive 

or withdraw money abroad. 
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8.6. Recommendations to the government  

The government should encourage and give licences to international banks to open 

branches in the region as they have better experience and banking services. The existence 

of foreign banks will force the domestic banks to improve their service through providing 

better customer services and applying the latest banking technologies in their daily work.   

If the government wants to develop the banking system in the KR it should invest in 

developing its banking sector and depend on banks as an important economic growth 

element. 

The government has to enforce all business transactions and other payment methods to 

be paid through banks. It will be a good way to familiarise people with banks again.  

The government has to give the state offices the choice to open accounts with private 

banks as well as it opens the door for competition among the banks to provide better 

services.  

The government has to give more autonomy to the state bank managers so that they can 

improve their bank branch services, because it is the banks’ managers who understand 

what customers need and how they need it.  

The government has to sponsor electronic payment facilities in retail stores so that people 

will be able to use electronic banking in a variety of outlets in order for it to become 

popular. This requires 24 hours electricity and good internet quality, which is again, the 

responsibility of the government to provide those services.  

The government has to provide sufficient cash to the state banks in order to solve the 

bank’s illiquidity problem, and should also stop depending on depositor’s money in the 

time of crisis as it has happened on many occasions before.  



 

263 
 

The government has to support and encourage private and Islamic banks to open branches 

in towns and rural areas. Meanwhile, the government can benefit from the Islamic 

religious preachers to reduce potential customers concerns regarding using banks being 

Haram.  

The government has to facilitate the KR banks to have links with banks abroad so that it 

will be easy for bank customers to send, receive and use money abroad.  

The government should reconsider the ownership of banks; privatisation can be an 

excellent way to improve the quality of the banking service in the region. This needs to 

improve the current legal framework because bank privatisation requires prior improved 

legal and regulatory framework by the government (Una and Navarro 1999; Omran 

2007). Additionally, the government should enhance the banking regulation, because the 

current banking regulations are not in favour of a sound banking system as it does not 

encourage banks to develop themselves 

The government should strengthen its legal enforcement to protect the deposits of the 

bank customers so that people feel that they can withdraw their deposits anytime they 

want.   

8.7 Limitations of the research  

The findings that have been discussed earlier offered an in-depth understanding of the 

KR banking system and identified the main obstacles that have led people not to deal with 

or trust banks. However, the study has a number of limitations and it is essential to discuss 

them. 

The main limitation of this study is that there were limited resources regarding the issue 

of the banking system in the KR. Also, the data of this study was conducted when the 
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economic and political situation in the KR were much better compared to the current 

situation 2017/2018; as a result, the viewpoints of the participants might have changed 

regarding the current banking system.  

Another limitation was that this study was conducted during a very unstable time in the 

KRs history, specifically when ISIS invaded some parts of KR. As a result, the study was 

interrupted on many occasions due to the inability of the sponsor to provide the 

researcher’s financial support which contributed to the suspension of the research for 

nearly two years, forcing the researcher to travel back to Iraq and write the last chapters 

away from the university campus.  

Continuing interruption from the sponsor from providing the researcher’s rights in an 

appropriate and timely manner. 

Participants of this study mostly did not have a bank account or banking awareness; this 

might have led to an overestimation or underestimation by the participants regarding the 

banking system in the KR, even though every effort was made by the researcher to 

illustrate the terms and elements during both phases of the data collection period.  

8.8 Suggestions for future research 

Further research can be carried out to investigate specifically how e-banking can be 

further developed. Additionally, links between mobile phone usage and e-banking in 

politically unstable regions such as Iraq should be investigated. Furthermore, additional 

research should be conducted on a deeper investigation into the potential role of Islamic 

banking in developing trust and supporting new technologies. Research can be conducted 

on the role of foreign bank entry in enhancing electronic banking in the region, Further 

research is required on investigating whether or not the Islamic banking system is more 
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suitable for the KR banking system and what the Islamic banks should do to become an 

alternative for the traditional banks.   
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Appendices 

   

Appendix (1) respondent’s place of living and their agreement regarding the 

service by banks 

Where do you live? 

Banks provide a good service to their customers 

Total 

 

 Sig. Strongly 

Agree Agree 

Neither Agree 

nor Disagree Disagree 

Strongly 

Disagree 

 Inside 

Iraq 

 22 72 91 143 54 382  

 

0.001 
 5.8% 18.8% 23.8% 37.4% 14.1% 100.0% 

Outside 

Iraq 

 10 19 7 10 6 52 

 19.2% 36.5% 13.5% 19.2% 11.5% 100.0% 

Total  32 91 98 153 60 434 

 7.4% 21.0% 22.6% 35.3% 13.8% 100.0% 

 

 

 

  

Appendix (2) respondent’s place of living and their agreement regarding trust in 

the KR banks 

Where do you live? 

Banks have lost the trust among the people in the 

KR 

Total 

 

Sig. 

Strongly 

Agree Agree 

Neither Agree 

nor Disagree Disagree 

Strongly 

Disagree 

 Inside 

Iraq 

 142 96 54 49 30 371  

 38.3% 25.9% 14.6% 13.2% 8.1% 100.0%  

0.050 Outside 

Iraq 

 10 15 7 12 7 51 

 19.6% 29.4% 13.7% 23.5% 13.7% 100.0% 

Total  152 111 61 61 37 422 

 36.0% 26.3% 14.5% 14.5% 8.8% 100.0% 
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Appendix (3) respondent’s place of living and their beliefs regarding the safety of 

banks 

Where do you live? 

It is safe to keep my money in banks 

Total 

 

 Sig. Strongly 

Agree Agree 

Neither Agree 

nor Disagree Disagree 

Strongly 

Disagree 

 Inside 

Iraq 

 23 49 64 142 84 362  

 

0.001 
 6.4% 13.5% 17.7% 39.2% 23.2% 100.0% 

Outside 

Iraq 

 10 17 12 6 7 52 

 19.2% 32.7% 23.1% 11.5% 13.5% 100.0% 

Total  33 66 76 148 91 414 

 8.0% 15.9% 18.4% 35.7% 22.0% 100.0% 

 

 

 

 

 

Appendix (4) respondent’s place of living and their beliefs regarding the honesty 

of banks 

Where do 

you live? 

I think that banks are honest 

Total 

 

Sig. Strongly 

Agree Agree 

Neither Agree nor 

Disagree Disagree 

Strongly 

Disagree 

 Inside Iraq  10 47 67 146 35 305  

 3.3% 15.4% 22.0% 47.9% 11.5% 100.0%  

0.001 Outside Iraq  2 19 14 5 3 43 

 4.7% 44.2% 32.6% 11.6% 7.0% 100.0% 

Total  12 66 81 151 38 348 

 3.4% 19.0% 23.3% 43.4% 10.9% 100.0% 
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Appendix (5) respondent’s place of living and their opinion regarding the privacy 

in banks 

Where do 

you live? 

I think that privacy is guaranteed when using banks 

Total 

 

 

 

Sig. 
Strongly 

Agree Agree 

Neither Agree nor 

Disagree Disagree 

Strongly 

Disagree 

 Inside Iraq  23 76 75 126 23 323  

 

0.001 
 7.1% 23.5% 23.2% 39.0% 7.1% 100.0% 

Outside Iraq  4 26 9 5 2 46 

 8.7% 56.5% 19.6% 10.9% 4.3% 100.0% 

Total  27 102 84 131 25 369 

 7.3% 27.6% 22.8% 35.5% 6.8% 100.0% 

 

  

Appendix (6) respondent’s place of living and their opinion regarding necessity of 

banks 

Where do 

you live? 

I believe that banks are necessary 

Total 

 

Sig. Strongly 

Agree Agree 

Neither Agree nor 

Disagree Disagree 

Strongly 

Disagree 

 Inside Iraq  104 152 27 32 9 324  

 32.1% 46.9% 8.3% 9.9% 2.8% 100.0%  

0.05 Outside Iraq  26 19 1 0 0 46 

 56.5% 41.3% 2.2% 0.0% 0.0% 100.0% 

Total  130 171 28 32 9 370 

 35.1% 46.2% 7.6% 8.6% 2.4% 100.0%  
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Appendix (7) respondent’s place of living and their opinion regarding the Islamic 

banks 

Where do you live? 

Islamic banks are safer than non-Islamic 

banks 

Total 

 

Sig. 

Strongly 

Agree Agree 

Neither 

Agree 

nor 

Disagree Disagree 

Strongly 

Disagree 

 Inside 

Iraq 

 62 114 97 45 20 338  

 

 

0.389 

 18.3% 33.7% 28.7% 13.3% 5.9% 100.0% 

Outside 

Iraq 

 10 12 13 8 6 49 

 20.4% 24.5% 26.5% 16.3% 12.2% 100.0% 

Total  72 126 110 53 26 387 

 18.6% 32.6% 28.4% 13.7% 6.7% 100.0% 

 

 

 

  

Appendix (8) respondent’s place of living and their opinion regarding the 

international and domestic banks 

Where do 

you live? 

International banks are safer than domestic banks 

Total 

 

Sig. Strongly 

Agree Agree 

Neither Agree 

nor Disagree Disagree 

Strongly 

Disagree 

 Inside Iraq  110 139 46 25 5 325  

 33.8% 42.8% 14.2% 7.7% 1.5% 100.0%  

 

0.384 
Outside Iraq  18 17 7 1 2 45 

 40.0% 37.8% 15.6% 2.2% 4.4% 100.0% 

Total  128 156 53 26 7 370 

 34.6% 42.2% 14.3% 7.0% 1.9% 100.0%  
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Appendix (9) respondent’s place of living and their opinion regarding the private 

and state-owned banks 

Where do 

you live? 

I believe that Private banks are safer than state banks 

Total 

 

Sig. Strongly 

Agree Agree 

Neither Agree nor 

Disagree Disagree 

Strongly 

Disagree 

 Inside Iraq  26 98 113 75 23 335  

 

.282 
 7.8% 29.3% 33.7% 22.4% 6.9% 100.0% 

Outside Iraq  4 19 17 6 1 47 

 8.5% 40.4% 36.2% 12.8% 2.1% 100.0% 

Total  30 117 130 81 24 382 

 7.9% 30.6% 34.0% 21.2% 6.3% 100.0% 

 

Appendix (10) respondent’s place of living and their opinion regarding service 

quality in banks 

 

My bank answers to my needs quickly 

Total 

 

Sig. Strongly 

Agree Agree 

Neither Agree 

nor Disagree Disagree 

Strongly 

Disagree 

Where do 

you live? 

Inside 

Iraq 

 15 70 28 57 8 178  

 

 

0.001 

 8.4% 39.3% 15.7% 32.0% 4.5% 100.0% 

Outside 

Iraq 

 14 27 5 4 1 51 

 27.5% 52.9% 9.8% 7.8% 2.0% 100.0% 

Total  29 97 33 61 9 229 

 12.7% 42.4% 14.4% 26.6% 3.9% 100.0%  
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Appendix (12) respondent’s place of living and their opinion regarding their satisfaction 

about how banks deal with their needs 

 

 I believe that my financial needs are 

handled appropriately by the bank 

Total 

 

Sig. 

Strongly 

Agree Agree 

 Neither 

Agree nor 

Disagree Disagree 

Strongly 

Disagree 

Where do you live? Inside 

Iraq 

 14 50  34 43 27 168  

 

0.001 
 8.3% 29.8%  20.2% 25.6% 16.1% 100.0% 

Outside 

Iraq 

 10 23  9 2 1 45 

 22.2% 51.1%  20.0% 4.4% 2.2% 100.0% 

Total  24 73  43 45 28 213 

 

 

 

 

 

Appendix (11) respondent’s place of living and their opinion regarding their 

satisfaction with their banks 

 

Over all I am very satisfied with the services of my 

bank 

Total 

 

Sig. 

Strongly 

Agree Agree 

Neither Agree 

nor Disagree Disagree 

Strongly 

Disagree 

Where do 

you live? 

Inside 

Iraq 

 11 45 36 48 28 168  

 

 

0.001 

 6.5% 26.8% 21.4% 28.6% 16.7% 100.0% 

Outside 

Iraq 

 11 21 11 2 0 45 

 24.4% 46.7% 24.4% 4.4% 0.0% 100.0% 

Total  22 66 47 50 28 213 

 10.3% 31.0% 22.1% 23.5% 13.1% 100.0% 
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 11.3% 34.3%  20.2% 21.1% 13.1% 100.0% 

  

Appendixes (13) Ethical approved application (Interviews)  
 
When undertaking a research or enterprise project, Cardiff Met staff and students are 
obliged to complete this form in order that the ethics implications of that project may be 
considered. 
If the project requires ethics approval from an external agency such as the NHS or 
MoD, you will not need to seek additional ethics approval from Cardiff Met.  You 
should however complete Part One of this form and attach a copy of your NHS 
application in order that your School is aware of the project. 
The document Guidelines for obtaining ethics approval will help you complete this 
form.  It is available from the Cardiff Met website. 
Once you have completed the form, sign the declaration and forward to your School 
Research Ethics Committee. 
PLEASE NOTE:  
Participant recruitment or data collection must not commence until ethics 
approval has been obtained. 
PART ONE 
Name of applicant: Mohammed Jalal Mohammed Ameen 

Supervisor (if student project): Dr. Caroline Ritchie/ Dr. Paul Sander  
 School: Management  

Student number (if applicable): 20016943 

Programme enrolled on (if applicable): Research programme 

Project Title: Developing trust among the Iraqi Kurdistan 
Region’s (KRG) people towards their 
banking system 

Expected Start Date: 06/04/2014 

Approximate Duration: 2 months  

Funding Body (if applicable): Kurdistan Regional Government  

Other researcher(s) working on the 
project: 

No 

Will the study involve NHS patients or 
staff? 

No 

Will the study involve taking samples 
of human origin from participants? 

No 

 

 

 

http://www3.uwic.ac.uk/English/uwicresearch/Students/Pages/UsefulDocuments.aspx
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In no more than 150 words, give a non technical summary of the project 
A well-developed banking sector is one of the most important factors that help to 
establish a successful privatized enterprise sector which then leads to the growth of 
whole economy of the country. The banking system in Iraq and Kurdistan Regional 
Government (KRG) area no longer fufils this role due to three internal wars in Iraq in 
the last three decades during which time most banks were bombed and/ or looted 
resulting in many people loosing their trust in the system and stopping using banks. 
To achieve customer’s trust, banks need to establish a positive reputation, effective 
communication and they also must adopt the norms of customer’s relationship 
because trust only exists when customers believe that the other party is reliable and 
honest and vice versa. This research will investigate how the KRG banks can develop 
the lost trust and so start contributing again to the regional economy. 

 

Does your project fall entirely within one of the following categories: 
Paper based, involving only documents in the 
public domain 

No 

Laboratory based, not involving human 
participants or human tissue samples  

No 

Practice based not involving human 
participants (eg curatorial, practice audit) 

No 

Compulsory projects in professional practice 
(eg Initial Teacher Education) 

No 

If you have answered YES to any of these questions, no further information regarding your project 
is required.   
If you have answered NO to all of these questions, you must complete Part 2 of this form 

 
DECLARATION: 
I confirm that this project conforms with the Cardiff Met Research Governance Framework 
Signature of the applicant: 
 
 

Date:  04/03/2014 

FOR STUDENT PROJECTS ONLY 
Name of supervisor: 
Dr. Caroline Ritchie / Dr. Paul Sander  

Date: 04/03/2014 

Signature of supervisor: 
 
 

 
Research Ethics Committee use only 

Decision reached: Project approved  
Project approved in 

principle 
 

Decision deferred  
Project not approved  
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Project rejected  
Project reference number: Click here to enter text. 

Name: Click here to enter text. Date: Click here to enter a date. 

Signature: 
 
Details of any conditions upon which approval is dependant: 
Click here to enter text. 
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PART TWO 
A RESEARCH DESIGN 
A1 Will you be using an approved protocol in your 
project? 

No 

A2 If yes, please state the name and code of the approved protocol to be used1 
N/A 
A3 Describe the research design to be used in your project 
The primary data collection for this research project will be undertaken in two stages.  
This application is for stage one; semi-structured interviews with bank managers and 
government officials.  When this data has been collected and analysed then an 
application will be submitted to start stage two, questionnaires with the general public 
/ current and potential bank customers.  This questionnaire will be developed from 
literature and the results of the banks manager/ government official’s interviews hence 
the need for two stages and ethical approval applications. 
 
 The semi structure interviews will be undertaken with managers from both state and 
private banks as well as with some government officials in the Ministry of Finance. 
Semi-structured interviews will be used as they enable in-depth discussion and data 
collection to occur. The planned sample for the interviews will be approximately 16 
participants; 10 banks managers and 6 government officials. Since the potential 
interviews have a quite specific profile purpositive sampling will be used. The number 
of interviews reflects the fact that the number of banks in the KRG region is limited 
and most of the banks do not have branches in every city, some of them only operate 
in specific geographic areas. Having worked in the banking sector the initial contacts 
for both bank managers and government officials will be made through personal 
connections, snowballing techniques will then be used to identify the other participants.  
 

The interviews will be carried in Kurdistan region of Iraq and each interview 
will last approximately one and a half hours. They will be held in the bank 

manager or government official’s office during normal working hours by prior 
appointment and if not, in a mutually convenient venue of their choice. All 

participants will be Kurdish nationals and most do not speak English, certainly 
not good English therefore all interviews will be conduct in Kurdish. The 

interviews will be recorded, transcribed and translated prior to analysis. The 
computer software called NVIVO will be used to help analyse the data.          

 
A4 Will the project involves deceptive or covert 
research? 

No 

A5 If yes, give a rationale for the use of deceptive or covert research 
n/a 

 
B PREVIOUS EXPERIENCE 
B1 What previous experience of research involving human participants relevant to 
this project do you have? 

 
1An Approved Protocol is one which has been approved by Cardiff Met to be used under supervision of  

designated members of staff; a list of approved protocols can be found on the Cardiff Met website here 
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MBA dissertation  
B2 Student project only 

What previous experience of research involving human participants relevant to this 
project does your supervisor have? 

Dr Caroline Ritchie and Dr Paul Sander have much experience of qualitative research 
including the use of semi-structured interviews gained during participation in national 
and international research projects. 

 
C POTENTIAL RISKS 
C1 What potential risks do you foresee?  
All interviews will be arranged in advance, so there is no potential risk foreseen here. 
However, some of the interviewees are working in the government organisations like 
state owned banks and the regional government itself. They will need to be absolutely 
certain that their participation is voluntary and confidential as they may worry that the 
output of the research could affect their posts in the future. This is less of an issue for 
those participants who work in the private sector. 
Additionally this is a politically unstable region, and although safe at the moment the 
researcher will assess current physical risk using, the UK Foreign Office website for 
example,  at each stage of the research for both themselves and the participants. 
C2 How will you deal with the potential risks? 
The participants will be assured both verbally and via the PIS and PCFs that they will 
not be able to be identified from the published results and that all the raw data will 
only ever been seen by the researcher. 
 
As previously stated, the researcher will review the political situation in the KRG 
region for the safety of themselves and their participants at each stage of the study.  

 
When submitting your application you MUST attach a copy of the following: 

• All information sheets 
• Consent/assent form(s) 

 
Refer to the document Guidelines for obtaining ethics approval for further details on 
what format these documents should take. 
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Appendix (14)  
Participant Consent Form  
 
Cardiff Metropolitan University Ethics Reference Number: 
Participant name or Study ID Number:  
Title of Project: Developing trust amongst the Iraqi Kurdistan Region's (KRG) 
People towards their Banking System   
Name of Researcher: Mohammed Jalal Mohammed Ameen 
___________________________________________________________________ 
 
Participant to complete this section: Please initial each box. 
 
1. I confirm that I have read and understand the information 

sheet for the above study. I have had the opportunity to 
consider the information, ask questions and have had these 
answered satisfactorily.     
    

 
2. I understand that my participation is voluntary and that I am 

free to withdraw at any time, without giving any reason. 
 
3. I agree to take part in the above study. 
 
 
4    I agree to the interview being audio recorded 
 
5   I agree to the use of anonymous quotes in publications 
 
6   I agree to my quotes being attributed to me 
 
7- I agree to my bank/ office being named  
 
8- I agree to my bank/ office name should be anonymised in 
publications.  
 
_______________________________________   ___________________
              
Signature of Participant  Date 
 
_______________________________________  ___________________ 
   
Name of person taking consent   Date 
____________________________________      
Signature of person taking consent 
 
 
 

 
  

 

 

 

 

 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

http://www3.uwic.ac.uk/English/uwicresearch/Students/Pages/UsefulDocuments.aspx
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Appendix (15)  
PARTICIPANT INFORMATION SHEET (Bank managers) 
 
Developing trust amongst the Iraqi Kurdistan Region's (KRG) People towards their 
banking system   
 
 
Project summary  
The purpose of this research is to develop a model to show how, once lost, banking systems can develop 
public trust so that they can fulfil their role as a generator of economic growth using the Iraqi Kurdistan 

banking system as a case study. Your participation will enable the collection of data which will form part 

of a study being undertaken at Cardiff Metropolitan University.  
 
Why have you been asked to participate?  
You have been asked to participate because you fit the profile of the population being studied; that is you 
have a managerial position within a bank in Kurdistan and therefore have experience regarding the topic 
and are familiar with the bank-customer relationships.  

 
Project risks  
The research involves the completion of interview and which will be recorded for later analysis. We are 
not seeking to collect any sensitive data on you or your bank; this study is only concerned with investigate 
the establishment of good customer-bank relationships in the Kurdistan region.  Your participation is 
entirely voluntary and we do not think that there are any significant risks associated with this study. 
However, if you feel that any of the questions are inappropriate then you can stop at any time. 
Furthermore, you can change your mind and withdraw from the study at any time until the point of 
publication – we will completely respect your decision.  
 

How we protect your privacy  
All the information you provide will be held in confidence. We have taken careful steps to make sure that 
you cannot be directly identified from the interview as there is no information on this interview that will 
identify you. Your personal details (e.g. signature on the consent form) and your answers to the questions 
will be kept in a secure location by the researcher. When the study has finished and the data been 
analysed all the raw information, all the documentation used to gather the data, will be destroyed. The 
interview detail will be held in a secure and confidential environment during the study and will also be 
destroyed when the analysis has been completed.  
 
YOU WILL BE OFFERED A COPY OF THIS INFORMATION SHEET TO KEEP  
 
If you require any further information about this project then please contact:  
Mohammed Jalal, Cardiff Metropolitan University  
Tel:  +44751267914 
Email: Mojalal@cardiffmet.ac.uk 
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Appendix (16)  
Interview questions with banks managers  
Topic areas  Questions  
 
Background 

1- What is your occupation? 
 

2- How long have you been in this post? 
 

 
3- Have you ever worked overseas? 
 
4- What is your previous experience in banking area? 

 
 

Current state of the 
banks 
 
 
 
 

1- As a bank manager how do you evaluate the current 
banking system in the region? 
 

 2- As a bank manager, how do you compare the banking 
system before the beginning of the Gulf war in 1990 with the 
current banking system? 
 
3- How many types of the following services do you offer to 
your customers?  
(Deposit account, current account, investment, loans, credit 
and debit cards, Insurance, bill paying services, safety deposit 
box, others please specify .................)  
 
4- In your bank, for which of these services do customers 
open accounts? 
 
5- Are there any plans to diversify your services? 
 
6-At your bank, for what purposes do your customers borrow 
money? 
(A. housing                 B.car loans               C. investment          
D. Others please specify ................) 
 
7- By what means do you communicate with your customers? 
 
8-How do you evaluate the role of the banks in helping the 
overall economy of the region?  
 
9- How do you compare the banking system in the Kurdistan 
region with the current banking situation all over the world? 
 
10- Are there sufficient branches of your banks in the region?  
11- What are the strong and weak aspects of the current 
banking system in the region? 
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Trust 1- What does trust mean in bank-customer relationships? Give 
an example from your experience 

 
2-Do you think banks in the region have lost their trust among 
the people? 

 
3- As a manager, what is the best procedure for banks to 
follow to make people trust them? 
 
4- From your point of view, what are the most striking 
barriers that prevent people from dealing with banks? 
 
5- What are the techniques that have been followed by your 
bank to assure people that using banks is safe? 
 
6- How do you see the competition among the banks in the 
region?  

 
7- How does the competition among banks affect the 
development of trust among potential customers? 
 
8- Do you declare your annual financial statements so that the 
depositors can effectively monitor your bank’s efficiency? 
 
9- Do you think the recent banking crises in the region (ran 
out of sufficient money to repay their depositors) had an 
impact on the customer’s trust towards the banking system? If 
so how? 

Culture 1-How do you see banking awareness among the region’s 
people? 
 
2-from your point of view, what is the impact of geographic 
distribution of the bank branches for potential customers? 
 
3-What is your opinion about the wages of all employees 
being paid through banks, as now most are paid in cash 
through their offices? 
 
 
4-Is there a difference between the attitudes of people from 
urban and rural areas regarding using banks? 
 

Developments  
 

1- How do you handle customer complaints?   
 
2- What is the role of the government in helping the banks? 
 
3- What is the role of banks in the region in helping 
investment in private sector? 
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4- Do you have any regular offers or promotions for your 
customers? 
 
5- Can your customers withdraw or transfer money which 
they have deposited in your bank overseas? 
 
 6- Do you think if banks used more developed technologies 
like (internet banking, mobile banking, telephone banking or 
Cash machines), it will motivate the people to open accounts 
in banks? 
 
7- How do you plan to increase custom for your bank? 
 
8- Do you think any of the following points affect the 
people’s intention towards using banks? 

a- Culture 
b- Religion 

       c- Trust 
d- Educational backgrounds 
e- Occupation  
f- Gender 
g- Age 
h- Individual Income 

 
9- On what basis do you grant your customers a loan? 
 
10- Do you think the internal and external decor for the bank 
buildings has any impact in attracting new customers? 
 

Religion 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1-Do you offer an Islamic banking service with your 
conventional banking service? If yes, do you offer both 
services at the same price? 
 
2-Are your customers concerned about the prohibition of 
Islam regarding interest? 
 
3-To what extent are people aware of or understand the 
Islamic banking system?  
 
4-Are there people who come to your bank and ask whether 
you provide Islamic banking or not? 
 
5- Do you think that Islamic banks are a better fit with the 
culture of people in the region? Why? 
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Foreign bank entry 1-What is your opinion about the entrance of foreign banks 
into the region? 
 
2-Do you think the entry of foreign banks into the region 
would lead to the development of the banking system?  
 
3-To what extent, does the legal framework motivate the entry 
of foreign banks? 
 
4-Are the state-owned institutions only allowed to open 
accounts with the state-owned banks? 
 
5-Do you have links with any banks abroad? 
 

Political situation  
 

1-How do you think political instability has an effect on 
people’s trust in banks? 
 
2- What is your opinion about privatization of the state-owned 
banks? 
 
3- How do regulations and rules favour a sound banking 
system? 
 
4- Is the political situation making people move their money 
abroad or save it in the banks abroad in the past or at the 
moment? 
 
5- Do you think banks help in smoothing shocks and limit 
credit and deposit volatility in times of crisis? 
 
6- Do you think intervention by the government in the 
banking sector can improve the working of the banking 
sector? 
  
7-is there anything else you would like to add before we end? 
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Appendix (17)  
PARTICIPANT INFORMATION SHEET (officials in the ministry of 
finance)   
 
Developing trust amongst the Iraqi Kurdistan Region's (KRG) People towards their 
banking system   
 
 
Project summary  
The purpose of this research is to develop a model to show how, once lost, banking systems can develop 
public trust so that they can fulfil their role as a generator of economic growth using the Iraqi Kurdistan 

banking system as a case study. Your participation will enable the collection of data which will form part 

of a study being undertaken at Cardiff Metropolitan University.  
 
Why have you been asked to participate?  
You have been asked to participate because you fit the profile of the population being studied; that is 
you are an official in Finance Ministry of the region and therefore have experience regarding the topic 
and are familiar with the banking system in the region.  

 
Project risks  
The research involves the completion of interview and which will be recorded for later analysis. We are 
not seeking to collect any sensitive data on you or your office; this study is only concerned with 
investigate the establishment of good customer-bank relationships in Kurdistan region and your 
participation is entirely voluntary and we do not think that there are any significant risks associated with 
this study. However, if you do feel that any of the questions are inappropriate then you can stop at any 
time. Furthermore, you can change your mind and withdraw from the study at any time – we will 
completely respect your decision.  
 

How we protect your privacy  
All the information you provide will be held in confidence. We have taken careful steps to make sure 
that you cannot be directly identified from the interview as there is no information on this interview 
that will identify you. Your personal details (e.g. signature on the consent form) and your answers to the 
questions will be kept in secure locations by the researcher. When the study have finished and analysed 
all the information, all the documentation used to gather the data will be destroyed. The interview will 
also be held in a secure and confidential environment during the study and destroyed when it is 
complete.  
 
YOU WILL BE OFFERED A COPY OF THIS INFORMATION SHEET TO KEEP  
 
If you require any further information about this project then please contact:  
Mohammed Jalal, Cardiff Metropolitan University Tel: +447512679141 , CMU email: 
Mojalal@cardiffmet.ac.uk 
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Appendix (18)  
Interviews with government officials at the Finance Ministry  
Topic areas  Questions  
 
Background 

1- What is your occupation? 
 

2- How long have you been in this post? 
 

 
3- Have you ever worked overseas? 

 
4- Have you ever worked in a bank? 

 
 
Current state of the 
banks 
 
 
 
 

 
1-How do you evaluate the current banking system in the region? 

 
 2- How do you compare the banking system before the beginning of 
the Gulf war in 1990 with the current banking system? 
 
3-How do you evaluate the role of the banks in helping the overall 
economy of the region?  
 
4- How do you compare the banking system in the Kurdistan region 
with the current banking situation all over the world? 
 
5- Are there sufficient branches of banks in the region?  
 
6- What are the strong and weak aspects of the current banking 
system in the region? 
 

 
Trust 

 
1-Do you think banks in the region have lost their trust among the 
people? If so why? 

 
2- What is the best procedure for banks to follow to make people 
trust them? 
 
3- From your point of view, what are the most striking barriers that 
lead to people not deal with banks? 
 
4- Do you see any techniques that have been followed by the banks 
to assure people that using banks is safe? 
 
5- How do you see the competition among the banks in the region?  
 
6- How does the competition among banks affect the developing 
trust among the potential customers? 
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Culture 1-How much banking awareness among the region’s people do you 
believe there is? 
 
2-from your point of view, what is the impact of geographic 
distribution of the bank branches for potential customers? 
 
3-What is your opinion about wages of all employees being paid 
through banks, as now most are paid in cash through their offices? 
 

Developments  
 

1- What is the role of the government in helping the banks? 
 
2- What is the role of banks in the region in helping investment in 
private sector? 
 
 3- Do you think that if banks used more developed technologies like 
(internet banking, mobile banking, telephone banking or Cash 
machines), it would motivate people to open bank accounts? 
 
4- Do you think any of the following points affect people’s 
intentions towards using banks? 

a -Culture 
b -Religion 

       c- Trust 
d- Educational backgrounds 
e- Occupation  
f- Gender 
g- Age 
h- Individual Income 

 
 
5- Do you think the internal and external decor for the bank 
buildings has any impact in attracting new customers? 
 

Religion 
 
 
 
 
 
 
 
 
 

 
1-Do you think people are concerned about the prohibition of Islam 
regarding interest taking? 
 
3-To what extend are people aware or understand the Islamic 
banking system?  
 
4- Do you think that Islamic banks are fit better with the culture of 
the people in the region? 

Foreign bank entry 1-What is your opinion about the entrance of foreign banks into the 
region? 
 
2-Do you think the entry of foreign banks into the region would lead 
to the development of the banking system?  
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3-To what extent, does the legal framework motivate the entry of 
foreign banks? 
 
4-Are the state owned institutions only allowed to open accounts 
with the state owned banks? 

Political situation  
 

1-Do you think political instability has any affect on people not 
trusting the banks? 
 
2- How do regulations and rules favour a sound banking system? 
 
3- Is the political situation making people move their money abroad, 
save it in banks abroad in the past or at the moment? 
  

Government policy  
 
 
 
 

1-Do you think banks help in smoothing shocks and limit credit and 
deposit volatility in times of crisis? 
2-Do you think state owned banks promote growth and financial 
development?  
3-Do you think direct lending by the government to industries and 
enterprises has more economic consideration than lending by the 
banks? 
4-Do you think the recent banking crises in the region (ran out of 
sufficient money to repay their depositors) have an impact on the 
customer’s trust towards the banking system? 
5-does the government’s policy encourage the development of 
foreign bank entry? 
 
6-Are there any plans by the government towards privatising the 
state-owned banks? 
 
7-Do you think the intervention by the government in the banking 
sector can improve the working of the banking sector?  
 
8-is there anything else you would like to add before we end? 
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Appendix (19) questionnaire cover page  
Developing trust amongst the Iraqi Kurdistan Region’s 
(KRG) People towards their Banking System  
Dear respondents 

I am a lecturer at the Dukan Technical institute and I am conducting PhD 

research at Cardiff Metropolitan University. This questionnaire is a part of my 

study which aims to investigate how banking systems in the Kurdistan region 

can develop public trust so that they can fulfil their role as generators of 

economic growth in the region. Your responses will help me to identify the 

factors that influence people in KRG to trust or not trust and so use or not use 

banks in the region. Your participation is totally voluntary, you will not be asked 

for any information which can identify you, and the online survey is completely 

anonymous.  The Qualtrics survey is supported by Cardiff Metropolitan 

University. It does not send me any details about who you are nor any contact 

information, therefore your responses will be submitted in absolute privacy. 

However, your participation in this project will be of great help to me in 

completing my project. If you choose to participate please make sure that you 

answer all questions in full by ticking the most appropriate answers before you 

submit the survey. If you have any questions or want to add any extra 

information, please feel free to contact me at any time. 

 

                              Thank you very much for participation in this study  
Mohammed Jalal 
Cardiff Metropolitan University  
Tel: 00447512679141 
Email: mojalal@cardiffmet.ac.uk  
Ethics Committee Application Reference Number: 2015S0013 
 
 
 
 
 
 
 
 
 

mailto:mojalal@cardiffmet.ac.uk
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Appendix (20) questionnaire cover page (Kurdish)  
(بانکیگەشەپێدانی متمانە لە ناو خەڵکی هەرێمی کوردستاندا بە ئاڕاستەی سیستەمی  ) 

وبەڕێزان ساڵ  
من )محمد جالل محمدامین( مامۆستای یاریدەدەر لە پەیمانگای تەکنیکی دوکان، لە ئێستادا لە دواقۆناغی 

خوێندنی دکتۆرام لە زانکۆی )کاردیف میترۆپۆلیتان( لە واڵتی بەریتانیا، بەشێک لە توێژینەوەکەم بریتییە لە  
خەڵکی هەرێمی کوردستان، ئامانجی ئەم توێژینەوەیە بریتییە لەوەی کە چۆن  ئەنجام دانی ئەم ڕاپرسییە لە نێو 

بانکەکان بتوانن متمانەی خۆیان گەشەپێبدەن لە ناو خەڵکی هەرێمی کوردستان بۆ ئەوەی بتوانن ڕۆلی خۆیان  
ە هەرێمەکەدا  . ببینن وەکو بزوێنەرێکی گەشەی ئابووری ل  

ی خۆبەخشانەیە و لە هەرکاتێکدا ویستت دەتوانی لێی بکشێیتەوە، بەشداری بەڕێزت لەم ڕاپرسییەدا بە تەواوەت
( خولەک لە کاتی خۆت دەبێتە ٢٠-١٥ری بەڕێزت بە تەرخانکردنی نزیکەی )لەگەڵ ئەوەشدا بەشدا

ە هیچ شێوەیەک  یارمەتیدەرێکی زۆر باش بۆ تەواو کردنی ئەم توێژینەوەیە. وەاڵمەکانت بە نهینی دەمێننەوە و ب
ارهاتووە لە هیچ زانیاریە کی کەسیت ئاشکرا نابێت چونکە ئەو بەرنامەیەی کە بۆ ئەنجامدانی ئەم ڕاپرسییە بە ک

الیەن زانکۆی کاردیف میترۆپۆلیتان پاڵپشتی دەکرێت، وە سەرجەم وەاڵمەکان دوای تەواو کردنی توێژینەوەکە 
هەوڵ بدە   ( ساڵەوەیەو بڕیاری بەشدارییت دا١٨دەسڕدرێنەوە، ئەگەر تەمەنت لەسەرووی ) لەم ڕاپرسییەدا تکایە 

ە هەڵبژاردنی گونجاوترین وەاڵم .کە سەرجەم پرسیارەکان وەاڵم بدەیتەوە ب  
دوای پێداچوونەوەو وردبینی لە الیەن لیژنەیەکی پسپۆڕ لە زانکۆی کاردیف میترۆپۆلیتان، متمانە بەخشرایە ئەم  

 ژمارە 2015S0013ڕاپرسییە بە        لە ڕیکەوتی ٢٠١٤/٧/١٧
تێبینی: ئەگەر ویستت بە زمانی ئینگلیزی وەاڵم بدەیتەوە ئەوا لە بەشی سەرەوەی ئەم الپەڕەیە سێگۆشەکە 

 دابگرەو زمانەکە بگۆڕە
 زۆر سوپاس بۆ هاوکاریت

 
 خوێندکار: محمد جالل محمدامین

 زانکۆی کاردیف میترۆپۆلیتان
٠٠٤٤٧٥١٢٦٧٩١٤١تلفۆن:   

 Mojalal@cardiffmet.ac.uk :ئیمەیڵ 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

mailto:Mojalal@cardiffmet.ac.ukئیمەیڵ
mailto:Mojalal@cardiffmet.ac.ukئیمەیڵ
mailto:Mojalal@cardiffmet.ac.ukئیمەیڵ
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Appendix (21) questionnaire sample (English version) 
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Appendix (22) questionnaire sample (Kurdish version)  
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