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Abstract


The study conducted on Islamic banking was aimed to review briefly the progress in developing Islamic banking and discuss the prospects and challenges. This paper articulates the case for Islamic baking in a very comprehensive and effective manner, the main purpose behind this was to highlight those factors which hinder the growth of Islamic banking globally and above all from Pakistan perspective. After the study it was analyzed that there are various factors which contributing in slow progress of Islamic banking. These factors are less awareness about the operations, understanding regarding the framework of Islamic baking as compared to conventional banking, marketing strategy and the other reason for the Islamic banks not being successful is that the Government supports .In the end some recommendations have been made that what action should be taken at Governmental and regulatory level in promoting of Islamic banking in Pakistan.



Preface

Islamic banking is a contemporary highly growing, demandable sector in the planet especially in Islamic countries. This study investigates various concepts of Islamic banking and how does it Work? In addition to that this research investigates that what are the hindrances responsible for under-performance of Islamic banking? Role of state bank and governing establishment of Pakistan is analyzed and furthermore how it chains Islamic banking to thrive.
Islamic banking exercise alike to usual banking with variation of interest and rate of return. In Islamic banking, banks are primarily talked about with investment point of view. Islamic banks enter into partnership contracts with their clients and share the profits & losses earned by employing borrowed funds.
This Investigation crash consists of five chapters.
Chapter 1 gives concise intro of the investigate theme
Chapter 2 Contains the explore workings with the aim of maintain already been ready by diverse scholars and researcher.
Chapter 3 covers a methodology section with the intention of explains how research has been conducted. This Phase furthermore explains the sources used in support of getting information and data for research purposes. Methodology phase plus contains questioner that have been used in support of collecting and analyzing data.
Chapter 4 consist the results obtained through the research and interpretation of the findings.
At the last part, chapter 5 explains the main findings of research and authors draw the conclusion.
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1.1 Introduction

This research work is focusing on the potential and actual progress of Islamic banking in Pakistan. It depicts and unveils the factors globally and particularly in Pakistan that hinder the progress of Islamic banking. It further identifies the distinguish features of Islamic banking that give it superiority over conventional banking. At last, this research suggests some remedial strategies that should be taken & implemented at governmental as well as regulatory level to promote Islamic banking in Pakistan.

Islamic Banking is a banking activity that is operated or performed according to the Islamic law (Shariah), principles and guidelines narrated in the Holy Quran and Hadith. “Islamic law prohibits collection and payment of interest, also commonly called riba (usury); promotes profit & loss sharing in the conduct of banking business” (Usmani, 2007). According to Usmani (2007) Islamic banks are now a day’s dealing with Asset management to generate income. In Islamic law financial risk is prohibited because it is considered to be gambling. In addition, Islamic law also prohibits investment in businesses that are Haraam” (unlawful). The underlying concept of non-exploitative and equitable business transaction that we now characterize as win-win proposition is a fundamental principle of Islamic banking.
The Islamic banking earned momentum like the mid-1940s, as it made significant share to the development of the Islamic banking model. In last ten years Islamic banking has made solid progress. In current  years it has come out as the rapidly growing section of complete finance due to over and over again high oil prices in international markets and other increasing socio-political issues,  close by it is approaching 300 Islamic financial institutions across 70 countries, holding wealth money worth US$500-800bn, with an average annual growth of 15 per cent (Arekat, 2006), “It has been estimated with the intent of Islamic banking will be grounds with a promote regard of  US$4 trillion by 2010” (Cader, 2007). 

The term “Shariah” refers to the Islamic law as revealed in the Qur’an and through the examples of the Prophet Muhammad (PBUH) (Usmani, 2007). The authority of the Shariah is first and foremost drawn from the specific guidance laid down in the Qur’an. The second major source is the Sunnah of the Prophet Muhammad (PBUH). This is established on Hadith, which is a collection of everything with the intention of Prophet Muhammad (PBUH) understood, did, or standard of (Willis, 2005).Another valuable source is Qiyas, which involves version and analysis of existing laws to suit the present time situations. (Willis, 2005)
 
The institution of Islamic finance and the principles of Islamic banking are as old as Islam itself, albeit, the development and research of Islamic banking as a popular and vibrant financial system was checked during the colonial era spanning almost three centuries (Alam, 2006). The decline of political power of the Muslim Ummah brought in its wake the loss of economic power. The Ummah lost the power to control or guide its economic destiny. The Islamic banking, such as it existed during the colonial era, effectively lost its raison d'être as well as its primacy to the ascendant interest- based economic cum financial system. 
In the Islamic economic system, interest is totally disallowed. Indeed, interest-free business transaction is the defining characteristic of Islamic finance. To earn a profit on idle funds, an individual or corporation must invest its funds in a legitimate/permissible business. Lending money on fixed rate of interest to the borrower irrespective of outcomes of the business is not allowed. To earn Halaal (permissible) profit, the preferred arrangement between an investor and an entrepreneur is to enter into a partnership that allows both profit and loss. 
There are different forms of partnerships/ arrangements through which persons or corporate entities can engage in economic activity, provided that the said economic activity is permitted by Shariah and the activity would result in an increase in the economic output. “Islam does neither prohibit nor deny market forces and market economy” (Usmani, 2007). According to this dictum, profit motive is not negated. It is both acceptable and indeed desirable, subject to some caveats.
Islamic banks came along on the world scene as active players in 1980’s. However the existence of Islamic banks has been extended many more decades. Being the most active players in trade and commerce, Islamic institutions became indispensable on earth. 

Western mafia has suggested many times that Islamic banking in its current form is recent phenomenon, in fact, the crux of the basic practices and principle date back to the early part of the seventh century
A numeral of inventive concepts and techniques were useful in ahead of schedule Islamic banking, counting bills of  exchange, (mufawada) the initial form of partnership, (mudaraba) the limited form of partnership, and (al-mal) is the original form of hub, (nama al-mal) is capital accumulation, cheques, promissory notes, trusts (Waqf), startup companies, transactional accounts, loaning, ledgers and assignments. Islamic finance is in fact more contributing to an economy’s needs than a usual bank, as the Islamic bank shares in not single the profits but furthermore the losses of a project.
As a result in an Islamic bank’s own appeal to back and promote profitable projects. Islamic finance is in fact more readily unfilled for the small affair person than square finance, however former analysis on lending practices has found with the intention of Islamic banks rather to afford funds in the fleeting term (Aggarwal and Yousef, 2000).

Initially, the research for Islamic banking conducted in Egypt in order to eradicate the stereotyping of demonized fundamentalism from the image of Islamic world. It was a cover-op, an effort to focus on an expanded vision of Islamic school of thoughts instead of narrowed approach which the political rule of Islamic states entailed and was hardcoded in the perception of the rest of the world for a long time.
This Revolutionary effort , lead by Mr Ahmad Elnaggar , took a form of a savings bank centrally focused on profit sharing in the Egyptian town of Mit Ghamr in 1963 (Ready, 1981).
This experiment lasted only 4 years (by 1967) resulting in 9 such banks in the arena of Islamic finance. This number expanded further to 45 countries in the coming years taking it to a form of institutionalized approximation of Islamic banking.
Foremost development of Islamic banking was in the 1970’s, and this development was basically in two forms. In 1975, the Islamic Development Bank was formed to provide financial assistance to projects in the member countries. 
Pakistan is one of the few Islamic countries that have experienced a boom in Islamic banking during the last decade. Islamic banking has great potential in Pakistan, given the size of Muslim population of the country. In the last few years, several local and international banks have started Islamic Banking operations in Pakistan. In addition to these dedicated banks, conventional banks have also commenced Islamic banking as an additional/optional service, thereby expanding the scope of Islamic banking in Pakistan. The State Bank of Pakistan has encouraged the trend towards Islamic banking by employing its regulatory powers (Usmani, 2007).
There are severe shortfalls of competent Shariah Individual in this industry. Only a small assemble of Shariah Individual is functioning on several Shariah boards Of Islamic banks worldwide. “Majid Dawood”, a London-based consultant on Shariah compliance has pointed made known with the purpose of Shariah Individual be paid as much as US$88,500 for every time for every Bank” (Matthews, 2005i).”In some cases, they charge up to US$500,000for advice on large capital market transactions.” (Tett, 2006).On the other hand, Shariah scholars at small Islamic banks in Pakistan are few in number and have little exposure to emerging corpus of Islamic-banking jurisprudence due to limited interaction on the international scene. Consequently, their knowledge of the complexities of present-day financial markets is limited to the extent of their exposure/interaction. Albeit, the“Shariah Supervisory Committee” of Pakistan is expert in interpretation of Islamic laws and its application in modern day financial institutions (Alam, 2006)

In Pakistan, Meezan Bank was the first Islamic infomercial turn formed in 2002. Since so, Emirates Global Islamic Bank , First Dawood Islamic Bank, Dubai Islamic Bank,Bank Al-Barakah and Bank Islami control the happenings of their operations as fully fledged Islamic banks
Total ownerships of interest-free based institutions (Islamic Institutions) in Pakistan climbed up to Rs. 313 billion by June 2009. The financing and investment portfolio of such institutions were Rs. 195.0 billion by June 2009. While specifically talking about the market share, total assets, financing & investment and deposits, it had reached 5.1 percent and 4.2 percent and 5.2 percent, respectively, at end June 2009. The deposit base of Islamic banks reached Rs. 238 billion at end-June 2009. (Business Recorder, September 09, 2009). Lately, the Vatican had also appreciated the ways in which Islamic banks work and advised the banks should look at the rules of Islamic finance to restore confidence amongst their clients at a time of global economic crisis. (Osservatore, March 04, 2009).
[bookmark: _Toc265886922]1.2 Objectives of the Study

The main purpose of the research is to explore and critically examine in a descriptive and analytical manner the relevance of Islamic banking and existing environment. We have discussed the role that Islamic banking can play in the creation employment opportunities and the competitive environment.
a) To explore, study and analyze critically the characteristics, philosophy and role of Islamic banking in Pakistan.
b) To examine and explore the role of all the factors that obstacles Islamic banking in Pakistan.
c) To examine critically the contribution of misunderstanding of Islamic banking in its slow progress.
d) To discuss critically the support of government in the promotion of Islamic banking.
[bookmark: _Toc265886920][bookmark: _Toc265886921]1.3 Rationale and Significance of the Study

The purpose of this research work is to explore and analyze critically the understanding and importance of Islamic banking in its true spirit. It also identifies the factors that impediment the Islamic banking progress in Pakistan. We are also tried to analyze the importance of the Islamic banking especially after the impact of mortgage crisis and inclination shown by western world towards asset base financial models.
This study helps us to determine the importance of Islamic banking for a country and its economy, Pakistan is a resourceful country and with majority of Muslim population.
1.4 Research Question
This study focuses on the following research question:
“What are the factors globally and particularly in Pakistan that hinders the progress of Islamic banking”. 
This study  further identifies the distinguish features of Islamic banking that give it superiority over conventional banking  and what actions should be taken at governmental as well as regulatory level to promote Islamic banking in Pakistan. 








CHAPTER 2





The object of conducting literature survey was to gain insight into the existing corpus of knowledge and directions of research/material available in the chosen subject of our study/research. Review of literature helped us in acquiring knowledge as well as perspective on a range of issues appurtenant to Islamic Banking. We would like to note here that presently the study of conventional banking lacks focus and understanding of the characteristics of Islamic banking. We have attempted to ensure that all relevant and available literature on Islamic banking was perused and that no relevant or significant information related to the study was omitted.
[bookmark: _Toc265886924]2.1 Theoretical Review of General Terms Inside Islamic Banking
The expression “Islamic banking” implies banking under the rules and guidelines of Islam and in accordance with the Islamic Shariah. The organization of Islamic finance and the doctrine of Islamic banking are as old as Islam itself, albeit, the development and make inquiries of Islamic banking as a standard and dazzling economic structure was checked through the regal era spanning almost three centuries (Alam, 2006). The decline of following power of the Muslim Ummah brought in its wake the loss of financially viable power. The Ummah lost the power to control or escort its financially viable destiny. The Islamic banking, such as it existed through the regal era, effectively lost its raison d'être as well as its primacy to the ascendant interest- based financially viable cum economic structure. 
Featuring in the Islamic financially viable structure, leisure activity is wholly prohibited. Indeed, interest-free venture transaction is the essential characteristic of Islamic finance. To earn a profit on idle funds, an being or corporation ought to invest its funds in a legitimate/permissible venture. Lending money on fixed rate of leisure activity to the borrower irrespective of outcomes of the venture is not tolerable. To earn Halaal (permissible) profit, the preferred organization involving an investor and an industrialist is to enter into a company with the aim of allows both profit and loss. 
There are different forms of partnerships/ arrangements through which persons or corporate entities can engage in economic activity, provided that the said economic activity is permitted by Shariah and the activity would result in an increase in the economic output. “Islam does neither prohibit nor deny market forces and market economy” (Usmani, 2007). According to this dictum, profit motive is not negated. It is both acceptable and indeed desirable, subject to some caveats.
In the capitalist economic system, actual factors of production are land, labor, capital and entrepreneur. From the capitalist point of view, profit is a kind of reward that an entrepreneur gets in support of his audacity to enter into the infomercial venture somewhere he solitary will control to bear the burden of a loss, while the other three factors of production will remain immune from the loss. Following recognizing confidential ownership, profit motive and promote forces; Islam has placed particular restrictions on fiscal activities, based on the Quranic injunctions. The restrictions have been Obligatory by Allah all-powerful, Whose intelligence has veto limits and it cannot be challenged by human being authority, above all these forbiddance collected concurrently control a cumulative effect of maintaining balance, distributive justice and equality of opportunities (Usmani, 2007). 
[bookmark: _Toc265886925]2.2 Introduction of Islamic Banking

“Islamic Banking is a banking activity that is operated or performed according to the Islamic law (Shariah), principles and guidelines narrated in the Holy Quran and Hadith (Usmani, 2007). Islamic law prohibits collection and payment of interest, also commonly called riba (usury); promotes profit-sharing in the conduct of banking business.  According to Usmani “Islamic banks deal with Asset management for purpose of income-generation. Generally, Islamic law also prohibits trading in financial risk which is seen as a form of gambling (Usmani, 2007). In addition, Islamic law prohibits investing in businesses that are considered unlawful or Haraam. The underlying concept of non-exploitative and equitable business transaction that we now characterize as win-win proposition is a fundamental principle of Islamic banking.
Pakistan is one of the few Islamic countries that has experienced a boom in Islamic banking during the last decade. Islamic banking has great potential in Pakistan, given the size of Muslim population of the country. In the last few years, several local and international banks have started Islamic Banking operations in Pakistan. In addition to these dedicated banks, conventional banks have also commenced Islamic banking as an additional/optional service, thereby expanding the scope of Islamic banking in Pakistan. The State Bank of Pakistan has encouraged the trend towards Islamic banking by employing its regulatory powers (Usmani, 2007).
A very important and vital requirement for the growth of Islamic banking is to remove misperceptions and shibboleths on the authority of internationally-recognized Islamic-banking scholars. It is therefore imperative that Islamic banks should build up a strong base of research and training to develop a group of Shariah experts of high moral and professional caliber and integrity. “It is sometimes argued that the Islamic financial institutes working for the past three decades could not bring any change in the economic setup and also in the field of financing” (Usmani, 2007). This flies in the face of exaggerated claims of creating distributive justice and adoption of Islamic finance and economy through the implementation of Islamic banking.
[bookmark: _Toc265886926]2.3 Banking and financial system

[bookmark: _Toc265886927]A vigorous and energetic economics requires a fiscal logic with the intention of moves funds from public who save to public who be inflicted with productive investment opportunities. “There are many different types of institutions: banks, insurance companies, and so on, all of which move funds from savers to investors” (Mishkin, 1995). “The system based on these institutions is called the “financial system” and this financial system is complex in structure and function throughout the world”. (Mishkin, 1995)
2.4 What is a Bank? 			

According to Mishkin, “Bank is an institution, which deals with money” (Mishkin, 1995).  The banks draws the surplus money from the people i.e. excess of income over consumption, which is a form of loan to the bank and it, pays interest on it for the loan of those who save or deposit their money. The bank then gives out loans to those who need it particularly for productive purposes, and charges interest on it. This benefit-based arrangement induces people to deposit their money in banks. The banks then lend this money on higher rates of interest (called spread) to other borrowers. A portion of interest money is paid to the creditors of savings and the rest of the money is spent by bank for its own expenditures (Mishkin, 1995).  
2.5 History of Islamic Banking

Haqiqi and Pomeranz in their article, “accounting needs of Islamic banking” gave the history of Islamic banking. 
They last  consider with the aim of in Muslim communities, some degree of banking pursuit, such as acceptance of deposits, goes back to the schedule whilst Prophet Muhammad (PBUH) was still alive. At with the aim of schedule, citizens deposited money with the Prophet or with Hazrat Abu Baker Siddique, the basic Khalifah of Islam. The basic contemporary Islamic stack was established in Egypt. It was called Nasser’s Social Bank. Islamic accounting- a sensational tool in place of achievement of Islamic banks is thought to maintain been residential throughout the same episode of schedule by the side of the University of Cairo. Advance Islamic banking has experienced three stages of maturity:

· Emergence: From 1972 through 1975.It was the stage which obvious by flow in oil revenues and great liquidity. Similar actions built-in a revival of fundamentalist Muslim schedule, reemphasis on the Wahabi teach of brotherhood and pan-Islamism and creation of IOC.
· Expansion: 1976 upfront of schedule 1980s.Islamic banking come into being and started its Impact from the Arabian Gulf to Malaysia, and westward to England. .Islamic banks were established counting international institutions.

· Maturity: From 1983 to the current era  ,Middle East was The Arab world was faced by economic crunch, together with decline in oil revenue, crumple of Kuwait’s souk al Mankh, the relative strength of the U.S dollar, The interest rate  were growing substantial in USA  and the capital outflow w. In that period when the world were facing economic and financial crisis , different Arab banks  started their operations in the united states opened ,Islamic banking practices were implemented in both Pakistan and Iran 
2.6 What is intended by riba?

Riba technically means “Any excessive benefit derived on a loan over and above the principal” (Usmani, 2007).Riba is also translated as Usury, which is defined as” an unconscionable or exorbitant rate or amount of interest. It is also defined as “interest in excess of a legal rate charged to a borrower for the use of money”. Therefore Riba means gain and usury taken on consumption or trade loans as well. However, present suffer been debates on whether the existing daytime competitively-set gain tariff, contained by a competitive pecuniary industry, roll up under the definition of Riba (usury) to was prohibited 14 centuries back. But, this problem has been matured instantly to gain in all its forms and expressions have been not permitted. (Usmani, 2007)
Even in the company of secular literature, individual finds comment on fascinate. Aristotle (384-322 BC) in his manuscript “Politics” criticized fascinate in following terminology “Of all modes of getting wealth, this is the largely unnatural (Usmani, 2007).In value- neutral economics too, we find criticism on interest. The foundation of today’s economic system is based upon capitalism and capitalism strongly supports interest. All the national and international level transactions are based upon interest. This widespread involvement of interest in transactions relating to trade and industry locally and internationally have prompted the westernized Muslims of today to say that only Usury is Haraam (illegal) but commercial interest is not. Examples are cited of the low rates of interest prevalent in USA ,Europe and Japan that are often less than one percent. In the Islamic Republic of Pakistan, where interest rates touch the limits of usury, a rate of 1% would not even qualify as administrative charge. Basically “Riba” is prohibited in Christianity and Judaism also, but over time, followers of these religious have changed their beliefs and business practices. Consequently, the modern Judeo-Christian business paradigm, although allowing usury in principle, is closer to interest-free economics as compared to the Islamic countries, such as Pakistan, where usury is officially practiced (Usmani, 2007).
[bookmark: _Toc265886931]
2.7 Prohibition Of Interest (Riba) In Islam: The Social, Moral And Economic Rationale

Islam is a complete set of laws of life which offers its own social, opinionated and cost-effective systems with the purpose of conductor human being behavior in all spheres of life (Hakim, 2002). History has recorded that Islamic system was introduced for the first time in the world in order to establish social and economic. In ideal Muslim world community, Socio-economic justice is considered as single of generous amount significant characteristics designed pro the social, opinionated and money-making realms of animal interaction (Hakim, 2002).
Exploitation and unjust enrichment are prohibited in Islam. The Holy QUR’AN forbids Muslims acquiring other’s goods or assets unfairly. Islam is not an austere religion. It approaches towards life is positive and proactive view; which is the natural upshot of belief with the intention of the creature beings are the vicegerents of Almighty Allah on earth. The philosophy of Islam is to provide an socio-economic justice and equitable distribution of wealth and income are the pivotal part of the Islamic One of the most important, far-And support based on reason, as opposed to mere belief reaching socio-economic reforms made by Islam was the prohibition of Riba (Hakim, 2002).

Participating in contemporary secular money-making orderliness, Attraction Theater a very essential role. Participating in detail, the western the human race cannot conceive of slightly money-making orderliness not including attraction. From a notional standpoint, attraction has been a debatable area of interest in the company of money-making and taking side’s scholars. Abu Saud depicts at interest as “The extra of money paid by the borrower on money which he borrowed from the institution or person called lender on and exceeding the precept amount pro the tempo of lender’s liquid money on a several stage of time”. Economists churn out presented distinctive interpretations of attraction. Samuelson states: “Interest is the cost of rental pro the finish of money”
Don Potemkin defines gain in these vocabularies “Interest is solitary of the forms of the salary of the property, the other form being dividends, rent and profit”. J.M. Keynes defined gain as “The percentage of dissipation of sum units of money contracted on behalf of onward units of measure on top of the bit or cash rate of the sum in this manner contracted on behalf of onward delivery”. 
[bookmark: _Toc265886933]These explanations have been challenged by almost every school of thought on both theoretical and technical grounds. They often stress the point that money capital cannot be treated as capital goods on the same basis as other productive factors. It is pertinent to remark here that lending of money for interest was abhorred, and in most cases, prohibited by all the monotheistic religions. A well-known western economic economist, Roy Harrod, has addressed the prospect of abolition of interest or Interest-free world in his bring about aristocratic: “Economic Dynamics”. Harrod asserts: “Its isn’t the yield itself, gained by services, by Great and constant diligence and attention, by thoughts, or by audacity, but sustained interest grow by addition that makes from the accumulation profit taker ultimately appear scrounging”.
2.8 Prohibition of Interest in Islam

[bookmark: _Toc265886935]While reviewing the two most basic elements of Islam i.e. The Holy Qur’an and The Sunnah, it can be concluded that Islam is totally against the exploitation of anyone’s rights by exercising the devil powers of interest. In Islam interest has been declared “Prohibited” time and again. However some people, due to their lack of knowledge & understanding claimed that Islam does not prohibit interest completely. This claim is unjustified and falsified because Allah bestowed Prophet Muhammad (PBUH) gradually and continuously as and when there was need of guidance until the time came when everything had been made crystal like clear.
2.9 Overall Effects of Interest:

Muhammad Taqi Usmani has on paper his observations on the historic discrimination on appeal agreed by Supreme Court of Pakistan.”Interest based loans be inflicted with a persistent tendency in act of kindness of the rich and hostile to the interests of the ordinary public. It carries adverse things on production and allocation of assets as well as on distribution of wealth” (Usmani, 2007). Usmani says with the intention of due to appeal the following adverse outcomes would occur and approximately of these things are the followings 

· Evil effects on allocation of resources 
· Evil effects on productions
· Evil effects on distribution
· Expansion of artificial money and inflation

[bookmark: _Toc265886938]2.10 Concerns with Financial Stability. 

For a come to of reasons Islamic finance has befall important in support of the stability of the international pecuniary scheme. Financial stability is a weighty precondition in support of sustained cost-effective growth and social development (Mirakhor & Khan, 1986). Experiences of earlier period fiscal crises trade show with the intention of fiscal progress achieved ended, several years can be significantly overturned all through a very a fleeting cycle of calculate, The international logic has been experiencing chronic crises ended the continue two decades. Equally a upshot, here be inflicted with been generous losses in gross domestic products of countries, concerned with serious adverse implications pro the stability and growth (Mirakhor & Khan, 1986).
Taking part in response to the emergency, the international pecuniary cost-effective area has reiterated the need to strengthen pecuniary institutions, by appropriate measures plus operational supervision and supervision, better corporate ascendancy, chance management, and enhanced expose, and transparency   so with the purpose of the emergency can be prevented from accruing, and they can be managed if they come about (Mirakhor & Khan, 1986).
 The basic consideration of Islamic finance is to bring about the sustained growth and stability of the society. This is made possible by two ways. First, deposits invested in Islamic banks are based on profit & loss sharing and financing, extend by the Islamic financial institution of asset –based. For second, the practice of Islamic fiancé is inherent positive implications for financial stability (Mirakhor & Khan, 1986).
Some Muslims countries have made an effort to implement the Islamic principle economy-wide. A number of countries have allowed establishment of Islamic financial institutions along with conventional. Some other countries have allowed their traditional financial institutions to write Islamic banking contracts as well. As a result, Islamic banking and finance has become an important for the stability of financial system in several countries.
Finally, the infrastructure of the, Islamic financial system is the evolutionary process. Hence despite, the fact that the industry is fully regulated and supervised, there could be unwarranted misconceptions in some circles due to the lack of familiarity with the industry. Due to the requirements for financial transactions to comply with Shariah, some risks of the Islamic financial contracts are unique. The Islamic financial industry can be strengthened by suitable adopting the international standards to its unique risk characteristics. In its part, the inherent feature of Islamic financial industry can contribute to strengthen the global financial architecture provided the basis supportive infrastructure is established.
[bookmark: _Toc265886939]2.11 The Future Prospects Of Islamic Banking

According to Khursheed 2003, Islamic financial techniques have been employed/practiced successfully in a both micro and macro projects in the west. Al-Rajhi Bank, one of the prominent bank of Saudi Arabia as well of Islamic World, has successfully financed the deals of ships and crafts (using Ijara-leasing financing techniques), and many manufacturing projects. Some of the examples are buildings of power stations, a processing plant and schools, and extension of an aluminum  smelter in Bahrain(using the Istisna - deferred financing techniques) (Khursheed, 2003).  

According to Colin Willis “There is huge potential for prosperity and development in the Islamic world. The amount that is being invested in compliance with Shariah has been increasing by every year. Keeping in view the recent progress of Islamic banks, it can be forecasted easily that this trends will continue to increase in future. 
“The basic philosophy behind the asset backed financing is that the Asset-based debt should further help by not allowing the debt to exceed the growth of the real economy” (Chapra, 2007). 

By practicing these procedures in the true letter and spirit, it would not only bring about the individual stability but moreover the greater efficiency and fair play in the monetary practice untaken under the supervision of Islam.

There are around 250 Islamic institutions actively performing on global scenario. There are more than $200 billion assets under their management. The growth of these institutions is around 10 % per annum (Iqbal, 2000). Islamic Banks are not only targeting the Muslims countries but also their clientele is open out more than Europe, the United States and the Far East. 






CHAPTER 3




3.1 Introduction

Research can be defined as the search pro information or one systematic investigation to set up proof. The primary function is useful to investigate as discovering interpreting and the development of methods and systems pro the advancement of creature information on a large variety of logical matters of our planet and the universe. Research can give support to the disciplined method, but need not sort out so.
[bookmark: _Toc265886941]3.2 Type of Study

In this research we explored and analyze critically the understanding of Islamic banking in its true spirit. A quantitative approach has been used for this dissertation to understand the topic.
[bookmark: _Toc265886942]3.3 Methodology

A survey based primary data were used to examine the aptitude and the definite progress of Islamic Banking in Pakistan. It plus examined the contact of Islamic banking on the overall cost-effective progress of the nation. 
The instrument was designed to gather data from the managerial and non-managerial employees of Islamic and conventional banks and general public of twin cities.
Questionnaires were developed with the intention to find out the problems that are in charge for under performance of Islamic banking in Pakistan.  These questionnaires were used for collecting data and information from the sample population. This tool proved extremely helpful in obtaining information as it permitted employees to express their feelings anonymously and safely.
5-point likert scale (strongly agree to strongly disagree) has been designed to examine how strongly subjects agree or disagree with statement on five point scale. Every question, included in the questionnaire and interview, has their own rating and scale. 
[bookmark: _Toc265886943]
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3.4 Research Design

In this research we explored and analyze critically the understanding and importance of Islamic banking in its true spirit. It also helped to identify untapped potential of Islamic banking that can be brought into useful usage of wellbeing of mankind both socially and economically. It also identified the factors that are responsible for the slow progress of Islamic banking. At the end we recommended measures to support and grab the potential benefits of Islamic banking.
We conducted this research because conventional banks have been exposed in last decades. It has been shown through various research work undertaken on Islamic banking that it has more sound basis as well as logic than the conventional banking. 
[bookmark: _Toc265886944]3.5 Instrument

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]The questionnaire were used and administered to the respondents directly. Out of the population of twin cities, our sample size was 100 respondents which belong from both banking sector and general public. The available instruments related to variables has been explored for proper reliability and validity and developed in the indigenously. A five items scale have been used and broken down into 14 statements to get a detailed view from the respondent perspective. This approach guided us to examine current scenario of Islamic banking in the country and it also guided as how to strengthen the Islamic banking framework in Pakistan. 





CHAPTER 4




4.1 Introduction:

This chapter deals with the interpretation of data collected by using the methodology described in previous chapter. Each question is analyzed in accordance with the response of the respondents. First five questions are designed to investigate the basic information pertinent to correspondent. It ranges from the age bracket in which correspondent falls to the correspondent’s employment background. This preliminary information regarding the correspondents enables to determine the reliability and viability of the data collected. It also gives a fair view of authenticity of the data.


4.2 Statistical Analysis

	[bookmark: _Toc265886946]4.2.1 Overall Data Summary

	
	
	N
	%

	
	Cases Valid
	100
	100.0

	
	Excluded =
	0
	.0

	
	Total
	100
	100.0

	Table:4.1
	[bookmark: _Toc265886947]4.2.2 Reliability Statistics

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	.751
	.696
	19


Table:4.2
According to Nunnally (1979), operationally, reliability is adequate in the early stages of developing a measure if  Cronbach’s Alpha is equal or higher to 0.70  is attained.
	[bookmark: _Toc265886948]4.2.3 Summary Item Statistics

	
	Mean
	Minimum
	Maximum
	Range
	Maximum / Minimum
	Variance
	N of Items

	Item Means
	2.957
	1.170
	3.870
	2.700
	3.308
	1.126
	19

	Item Variances
	1.197
	.162
	3.415
	3.254
	21.132
	.506
	19


Table4.3


[bookmark: _Toc265886949]

	4.3Questionnaire Data Summary (Excluding General Questions)


	
	
	N
	%

	
	Cases Valid
	100
	100.0

	
	Excluded =
	0
	.0

	
	Total
	100
	100.0

	Table:4.4


[bookmark: _Toc265886950]4.3.1 Reliability Statistics


	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	.813
	.806
	14


Table:4.5
According to Nunnally (1979), operationally, reliability is adequate in the early stages of developing a measure if Cronbach’s Alpha is equal or higher to 0.70  is attained
	[bookmark: _Toc265886951]4.3.2 Summary Item Statistics

	
	Mean
	Minimum
	Maximum
	Range
	Maximum / Minimum
	Variance
	N of Items

	Item Means
	3.469
	1.170
	3.870
	2.700
	3.308
	.472
	14

	Item Variances
	1.419
	.203
	3.415
	3.212
	16.813
	.452
	14


Table:4.6


[bookmark: _Toc265886952]4.4 DEMOGRAPHICS

1.1 Correspondent's Age Groups

[bookmark: _Toc265886953]
Interpretation: In this research, the sample size is 100 correspondents. Among the 100 correspondents there are 40% belongs to 25-35 years age group, 31% belongs to 36-45 years age group, 22% belongs to 46-55 years age group whereas only 7% belongs to 56-65 years age group. These percentages of different age groups indicate fair distribution of questionnaire. It is clearly evident that different age groups have been included in this research work. The 71% correspondents belong to the generation that actually experiences the modern global economy and expansion of banking industry.  



[bookmark: _Toc265886954]1.2 Gender

[bookmark: _Toc265886955]
[bookmark: _Toc265886956]Interpretation: In this research, the sample size is 100 correspondents. Among the 100 correspondents there are 85% correspondents belongs to Male gender and whereas 15% are belongs to female gender. Both genders are given chance to express their opinion. 
1.3 Education
[bookmark: _Toc265886957]

Interpretation: From the total sample of 100 correspondents, 56% of the correspondents’ posses master degree whereas   30% are bachelor degree holders, 5% posses M.Phil degree only 1% correspondent hold PHD and the remaining 8% have other level of qualification. 
[bookmark: _Toc265886958]1.4 Banking Relationship

[bookmark: _Toc265886959]

Interpretation: In this era of modern banking and finance, almost everyone is bound to be linked with any of financial institution. Every commercial transaction/activity has to be directly or indirectly conducted through/liked with commercial banks. This fact is also testified through our research as only 10% of the correspondents, we come across, have not engaged in banking relationship. The 90% of the correspondents are engaged in banking relations out of which majority (60%) are using services of conventional banks. The 12% of correspondents use services of both banking system. This distribution of correspondents gives us diversified opinion.
[bookmark: _Toc265886960]1.5 Employment in Financial Institution

[bookmark: _Toc265886961]

Interpretation: Before giving an opinion on the actual content of the questionnaire, it is desirable to be aware of the financial exposure of the correspondent. Keep in view this important dimension; this question was included in order to know how many correspondents have practical exposure of business and finance. It is also helpful to understand their expectation regarding the banking system. The 46% correspondents out of sample size have practical exposure of financial institution. 
From now onward we are going to analyze main contents of our research questionnaire.
[bookmark: _Toc265886962]Interpretation of Main Part of Research Questionnaire

4.5 Hurdles
1.6 Do you think our Government supports Islamic Banking?
[bookmark: _Toc265886970]


Interpretation: Government is the system or form by which a community or other political unit is governed. It is essential for any type of organization, within orbit of governmental power, to have support of governing authority. Pakistan has adapted the democratic way of government. Democracy as defined by the father of democracy “THE GOVERNMENT OF THE PEOPLE, FOR THE PEOPLE AND BY THE PEOPLE”. Keeping in view the majority of Muslim population, our institution should be made and run according to the principles of Islam. Pakistan is the only country in this planet which was founded on Islamic ideology. The response of respondents found to be depressing, as it is self explanatory that 46% straight forwardly and 86% on the whole gave their opinion that Government isn’t playing their role in supporting the stability and progress of Islamic banking. 
1.7 Do you think poor marketing could be one of reasons of under-performance of Islamic Banking?
[bookmark: _Toc265886972]
Interpretation: Marketing is an art of letting the people aware of someone’s products & services being offered. Marketing is well established tool of persuading the target segment of a market. In today’s competitive world, no one can think of success without targeting ‘Right People’ at ‘Right Time’ in ‘Right Manner’. This is all what marketing does for a successful enterprise.
Keep in view the suspicions of masses about Islamic banking, when correspondents are asked to give their opinion on “Poor Marketing” as one of the cause of under progress of Islamic banking, about 63% of the sample agreed with the statement of the question. So it could be easily concluded that ‘Poor Marketing” is one of the major cause globally as well as in Pakistan in slow progress of Islamic banking. Islamic bankers are not yet succeeded to appeal masses in ‘Right Manner’ at ‘Right Time’. For example “Mortgage Crisis” is an unfortunate and forgettable event of modern financial history, but it is high time for Islamic bankers to explain basic causes to masses and persuade them that how Islamic institutions can be helpful to prevent such mishaps in future.
1.8 Do you think our existing laws support the implementation of Islamic Banking?
[bookmark: _Toc265886982]
Interpretation: It is already been mentioned that without the governmental support it seems a herculean task to achieve success.  Similarly rules and regulations (Currently applicable law) also play vital role in success/failure of any enterprise. In accordance with the recommendation made by Council of Islamic Ideology, this is the responsibility of government to promote as well as facilitate Islamic institution within the economy of Pakistan. We have designed a question to know whether people think that existing law supports/facilitates Islamic institutions. The response of correspondents as per expectations came in negative way as 50% in particular and 70% on the whole perceived existing laws as a hurdle in progress of Islamic financial institutions.
1.9 Do you think monopoly of Conventional Banks in banking industry hinders the growth of Islamic Banking?
[bookmark: _Toc265886984]
[bookmark: OLE_LINK3][bookmark: OLE_LINK4]Interpretation:  Looking at banking industry in Pakistan as so as in global scenario, monopoly of conventional banks is the first thing revealed on us. There are hundreds of thousand conventionally based (Interest based) institutions operating on global horizon. It has also been noticed that Islamic banking groups; formed in compliance with SBP regulations by Pakistani based conventional banks, are not successful up to the mark. Keeping in view, the operations of these sub-divisions of Pakistani based conventional banks, the questions was designed to collect the response of correspondents. Around 61% of correspondents agreed that monopoly of conventional banks accompanied with supportive laws and policies of government are one of the causes of under progress of Islamic banks in Pakistan. Around 20% of correspondents think that there might be other reasons but not the monopoly of conventional banks that obstruct progress of Islamic banks whereas 19% totally denied the role of conventional banks in under performance of Islamic Banks.
1.10 Do you think Islamic Banking has enough professional expertise?

[bookmark: _Toc265886988]
Interpretation: Professionalism is defined as ‘The skills, status, methods, character or standards of a professional or of a professional organization’. It is essential for every organization to be equipped with professional to survive and progress in this era of competition. Most of the people are supposed to be jack of all but master of none. They are acquaint with basic principles and norms of their respective religions but when it comes towards complexities and arising of new issues, most of us feel hesitant to comment. Similarly it is also identified in research undertaken by Mathews, 2005 which identified lack of professional expertise in Islamic institution. Keeping in mind this aspect might be an obstacle in flourishing of Islamic institutions, we posed correspondents about this dimension. Around 57% of the correspondents seem disagree with it. In view of most of them, it is matter of mismanagement of human resources rather deficiency of professional expertise. There might not be proper system of transferring these expertise’s to others.
4.6 Perceptions
1.11 Do you agree Islamic Banking differs from Conventional Banking?

[bookmark: _Toc265886964]
Interpretation: This question was designed to know about the perception of correspondents regarding the operation of Islamic banking. This question is very vital because this tells whether people recognize Islamic banking as separate banking system or not. It can be easily concluded by response of the respondent’s that majority of general public are either unaware of Islamic banking or unable to recognize Islamic banking as a separate banking system. There are several reasons behind this response which we are going to unwrap one by one.
1.12 Do you think Islamic Banking is more complicated than Conventional Banking?


Interpretation:  “Simplicity” always attracts the masses. It is also evident from the result of first two questions that masses are unable to understand Islamic banking system. Keeping this thing in mind we posed correspondents with complexity of Islamic banking. The response of correspondents is as per expectations as 53% of the sample are agreed with opinion which claims that complexity in Islamic banking is one of the reasons of its underperformance and slow progress.
The complications in Islamic banking perceive because of different factors. For example; use of difficult ‘words’ as well as ‘terminologies’. Overall global presence of Islamic banking also gives the perception of difficulty. People think it is not progress because it is difficult to bank with Islamic institution. People, who are not familiar with ‘Arabic’ language, find it more difficult even to pronounce and understand Islamic banking terminologies. 
1.13 Do you think Islamic Banking is progressing according to its potential?

[bookmark: _Toc265886974]
Interpretation: It is said that “Perception is Reality”. Islamic banking has been facing tough challenges right from infancy stage. Almost every country of the world is directly dealing with interest. There is every possibility of taking an assumption about the progress of Islamic banking made over the years. When correspondents were posed with the question to give their opinion perceived progress of Islamic banking. Majority of the respondents disagree with the statement of the question claiming that Islamic banking is progressing according to its potential. About 50% straight forwardly and around 74% on the whole thought that Islamic banking is not progress according to its actual progress. This first hand collected information also reasserts finding of State Bank of Pakistan (SBP) which revealed that there is 12% gap in actual & potential progress of Islamic banking. (SBP annual report of 2009)
4.7 Future Prospective
1.14 Do you think Islamic Banking has the potential to encounter the prevailing economic & financial crisis?

[bookmark: _Toc265886978]
Interpretation: It has already been mentioned many times that modern financial history is going through the worst time. So it is quite understandable and justifiable that masses will accept any alternative which at least gives more assurance of nonoccurrence of these disastrous misshapes. So a question about the perception of people about Islamic way of doing business is designed. Healthy percentage of around 54% showed confidence on Islamic way of doing the things whereas 27% avoided commenting mainly because of limited knowledge about Islamic teachings. 

4.8 Understanding

1.15 Do you think Islamic Banking is operating according to Shariah?


Interpretation: Islamic banking refers to a system of banking or banking activity that is consistent with the principles of Islamic law (Shariah) and its practical application through the development of Islamic economics. This question was designed to know about public understanding towards the operational framework of Islamic banking. It can be easily concluded by response of the respondent’s that fair percentage of general public are aware of Islamic banking and its operational framework but being a Islamic nation, this percentage is not just good enough. As around 65% correspondents of the sample are not satisfactorily acquaint with Islamic banking and its operations. 
1.16 Do you agree Islamic Banking is under-performing?
 
[bookmark: _Toc265886976]Interpretation: This question was made to verify that Islamic banking is under performing according to its potential and scope globally as well as in Pakistan. The question was posed to correspondents with performance of Islamic banking whether it is under-performing or not. The response of correspondents is as per expectations as 58% of the sample are agreed straight forwardly with opinion which claims that Islamic banking is underperforming keeping in view the potential and scope of Islamic banking.



[bookmark: _Toc265886980]1.17 Do you think that there is more accountability in Islamic Banking?


Interpretation: Corruption and abuse of powers are most common issues of under developing/third world countries. We have experienced many scandals in near past which ultimately hit the masses all over the world. Dot-com bubble, Enron scandal are just tips of iceberg. Islamic financial system which claims more fairness and accountability; this stance was investigated through asking the question about accountability and fairness of Islamic financial system. About 54% of correspondents believe that it is true. While some of correspondents (18%) thought it is not the system or methodology of working but the character and ethics matter in this regard. People who have devil mind find some way to do something immoral and unethical anyway. 



[bookmark: _Toc265886986]1.18 Do you think there is more uncertainty of returns in Islamic Banking?


Interpretation: Required Rate of Return (RRR) or simply return is one of the most basic considerations of an investor while setting about any investment. Islam prohibits pre-determination of return rather it forces to be the part of profit/loss. Keeping in mind the investor’s paradigm, it is desirable as so as logical to make sure, up to maximum possible extent, about the certainty of returns. When correspondents are asked to give their opinion on uncertainty of return in enterprises based on Islamic principles and Shariah. Around 51% of correspondents feel that uncertainty of return on deposits/investments/joint ventures restrains them to avail services of Islamic institutions. With the passage of time and growth of financial markets up to fairly large extend, multiple avenues are available to be looked at. Keeping in mind these diversified alternatives; it might be an example of perception of masses because uncertainty of return can be eliminated, up to great extends, by maintaining diversified portfolio. 

[bookmark: _Toc265886990]1.19 Do you think investment through Islamic Banking is viable?


Interpretation: This question was designed to know willingness of masses and their overall perception about viability of Islamic institution. The results of this question are very promising as 65% of sample thinks viability and practicality of Islamic financial institutions very much possible. There is only need to present offerings in ‘Right Manner’ by ‘Right People’ at ‘Right Time’. The negative answer in this regard (21%) might be because of lack of understanding of methodology of Islamic institutions. 






CHAPTER  5  
 






This research work was undertaken with intentions to unveil the factors that hinder the progress of Islamic banking globally and with special reference to Pakistani banking sector context. It has been proved by this research work, so as by many others, that there is huge untapped potential for Islamic banking. In this research, by using the questionnaire as data collection tool, we found different reasons of underperformance of Islamic banking. The reasons (both Marco & Micro) causing the underperformance are ranging from High tax rate to poor understanding of Islamic banking. This is also an interesting fact that majority of reasons are common in both globally so as in Pakistan for underperformance of Islamic banking. It is concluded that Islamic banking is in a rapidly growing stage as a feasible alternative to conventional banking. In order to get the best out of Islamic banking, one should take an innovative role in implementation and understanding of Islamic banking in its true spirit. Islamic banking has not been working or progressing according to its potential, it has been facing problems and challenges, and it also revealed that Islamic banking has also been facing the problem of sound liquidity, corporate governance, risk management and marketing techniques.

From the analysis of the questioners it has been found that the people of Pakistan are less aware about the Islamic banking and its operations. People do not have the understanding regarding the framework of Islamic banking as compared to conventional banks. The marketing strategy of Islamic banks is not too much penetrative so that it can make the people aware about that the Islamic banking is much suitable than the conventional banks. The other reason for the Islamic banks not being successful is that the government of Pakistan is not supporting Islamic banks as compared to conventional banks.
Through this research and our understanding of Islamic banking, we have concluded the following prominent/major underline reasons which hinder progress and expansion in contrast to the scope and potential of Islamic banking. These prominently founded problems can be listed as below;

1. Lack of Understanding (both the concept as well application) & Misperception about Islamic banks (supporting terrorist)

2. High tax rate

3. Monopoly of conventional banks

4. Lack of Government support & interest


5. International arena (Global presence & influence of Interest based financial institutions)

6. Lack of expertise (Professionals Shariah, Bankers & Marketers of Islamic institutions)


7. Increase in uncertainty of returns (A major misperception)

8. Narrowness of the financial market (financial resources will flow to large and well established entrepreneur)


9. Difficultness of terminology used in Islamic banking

10. The term “Islamic” is problematic so far (It leads to religious affiliation and non-Muslims feel disgrace of their respective religion by using something praising/declaring other religion’s superiority)

11. Inability of Islamic bankers to make masses aware of underline reasons of modern day financial crisis and the counter solution available through Islamic banking

With solitary minor changes in their practices, Islamic banks can contract clear of all their cumbersome, burdensome and on occasion debatable forms of financing and offer a clean and efficient interest-free banking. All the basic ingredients are already near. The modified organization will kind wear out of solitary two forms of financing loans with a service charge and Mudaraba participatory financing both of which are fully expected by all Muslim.

In a nutshell, it is yet to be substantially proved that Islamic banking offers more efficient and ethical solutions in the contemporary financial world.
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Annexure

Respected Madam/Sir,
Assalam-o-Alaikum. 


We are students of Bahria University, Islamabad. As the partial fulfillment of the requirement for the degree of Masters in Business Administration, we are conducting research project on Islamic Banking. The title of our project is “The potential & Actual progress of Islamic Banking in Pakistan”. This is only an academic exercise and everything will be used for analysis and learning purposes. 
 
Information ascertained through this questionnaire will only be used for research purposes and remain strictly private and confidential. 

We will appreciate, if you spare some time in filling this questionnaire please. 

You are kindly requested to choose the answer you like and write the number of that answer into box given please.

Thanking you in advance for your cooperation.

Yours truly,


Muhammad Adnan Ali,
Wasim Abbasi,
Syed Obaid Gilani,
Bahria University Islamabad




Name ___________________________________________________________

Cell No: _____________________ E-mail _________________________

Write the selected answer number in to box given

A1. Would you please let us know which age bracket you fall in? 
1) 25-35 years 
2) 36-45 years 						
3) 46-55 years 
4) 56-65 years 
5) Above 66 years
A2. What is your gender?                                                                  
1) Male 
2) Female
A3. What is the highest level of your education? 
1) Bachelor 
2) Masters 
3) M. Phil 
4) PhD
5) Other ______________
A4. Who do you bank with? 
1) Conventional Bank
2) Islamic Bank
3) Both
4) Neither
A5. Have you ever been employed in any financial institution?
1) Yes	
2) No												
A: Performance
P1. Do you agree Islamic Banking differs from Conventional Banking? 
(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P2. Do you think Islamic Banking is operating according to Shariah?  
(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P3. Do you think Islamic Banking is more complicated than Conventional Banking? 
(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P4. Do you think Islamic Banking is progressing according to its potential? 
1) Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P5. Do you agree Islamic Banking is under-performing? 
1) Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P6.Do you think our Government supports Islamic Banking? 
(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P7.Do you think poor marketing could be one of reasons of under-performance of Islamic Banking? 

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
P8. Do you think Islamic Banking has the potential to encounter the prevailing economic & financial crisis?

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor disagree			 (4) Agreed	 (5)	Strongly agreed

B: Growth
G1. Do you think that there is more accountability in Islamic Banking? 
(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
G2. Do you think our existing laws support the implementation of Islamic Banking? 

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
G3. Do you think monopoly of Convectional Banks in banking industry hinders the growth of Islamic Banking? 

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	 strongly agreed
G4. Do you think there is more uncertainty of returns in Islamic Banking? 

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
G5. Do you think Islamic Banking has enough professional expertise? 

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
G6. Do you think investment through Islamic Banking is viable? 

(1)Strongly disagree (2)	Disagree   (3)	Neither agree nor Disagree			 (4) Agreed	 (5)	Strongly agreed
Thanking you once again please
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DEMOGRAPHICS QUESTIONS
Correspondent's Age Groups
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56-65 years
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40
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22

7

100
	
40.0

31.0

22.0

7.0

100.0
	
40.0

71.0

93.0

100.0





Gender

	Gender

	Frequency
	Percent
	Cumulative Percent

	
Male
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Total 
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100.0
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100.0
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M.Phil
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Total
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5

1

8
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1.0
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	14
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	3.415
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Understanding

Do you think Islamic Banking is operating according to Shariah?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
5

28

32


33

2

100
	
5

28

32


33

2

100
	
5.0

33.0

65.0


98.0

100.0







Do you agree Islamic Banking is under-performing?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
5

10

27


46

12

100
	
5.0

10.0

27.0


46.0

12.0

100.0

	
4.0

19.0

45.0


92.0
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Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree
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Total 
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29


46

7

100
	
3.0

15.0

29.0


46.0

7.0

100.0
	
3.0

18.0

47.0


93.0

100.0


Do you think that there is more accountability in Islamic Banking?

Do you think there is more uncertainty of returns in Islamic Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
8

18

23


41

10

100

	
8.0

18.0

23.0


41.0

10.0

100.0

	
8.0

26.0

49.0


90.0

100.0






Perceptions

Do you agree Islamic Banking differs from Conventional Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
1

13

39


30

17

100
	
1.0

13.0

39.0


30.0

17.0

100.0
	
1.0

14.0

53.0


83.0

100.0






Do you think Islamic Banking is more complicated than Conventional Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
4

19

24


51

2

100
	
4.0

19.0

24.0


51.0

2.0

100
	
4.0

23.0

47.0


98.0

100.0






Do you think Islamic Banking is progressing according to its potential?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
3

47

24


22

4

100
	
3.0

47.0

24.0


22.0

4.0

100.0
	
3.0

50.0

74.0


96.0

100.0




Hurdles
Do you think our Government supports Islamic Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
20

26

40


9

5

100
	
20.0

26.0

40.0


9.0

5.0

100.0

	
20.0

46.0

86.0


95.0

100.0






Do you think poor marketing could be one of reasons of under-performance of Islamic Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
4

20

13


48

15

100
	
4.0

20.0

13.0


48.0

15.0

100.0
	
4.0

24.0

37.0


85.0

100.0





Do you think our existing laws support the implementation of Islamic Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
10

40

20


25

5

100
	
10.0

40.0

20.0


25.0

5.0

100
	
10.0

50.0

70.0


95.0

100.0



Do you think monopoly of Conventional Banks in banking industry hinders the growth of Islamic Banking?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
6

13

20


51

10

100
	
6

13

20


51

10

100
	
6.0

19.0

39.0


90.0

100.0





Do you think Islamic Banking has enough professional expertise?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
10

47

23


17

3

100

	
10.0

47.0

23.0


17.0

3.0

100.0

	
10.0

57.0

80.0


97.0

100.0





Future Prospective

Do you think Islamic Banking has the potential to encounter the prevailing economic & financial crisis?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
4

15

27


46

8

100
	
4.0
15.0

27.0


46.0

8.0

100
	
4.0

19.0

45.0


92.0

100.0



Do you think investment through Islamic Banking is viable?
	
	Frequency
	Percent
	Cumulative Percent

	
Strongly Disagree

Disagree

Neither Agree Nor Disagree

Agree

Strongly Agree

Total 

	
3

18

14


48

17

100

	
3.0

18.0

14.0


48.0

17.0

100.0

	
3.0

21.0

35.0


83.0

100.0
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