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Introduction 
,VODPLF�ÀQDQFH�UHIHUV�WR�WKH�
LQGXVWU\�WKDW�VWUXFWXUHV�ÀQDQFLDO�
transactions and institutions 
so that they are compliant with 
WUDGLWLRQDO�6KDUL·DK�ODZ���,VODPLF�
ÀQDQFH�KDV�JRQH�WKURXJK�
several stages of  development 
beginning with the establishment 
RI �WKH�ÀUVW�PRGHUQ�,VODPLF�EDQN�
LQ�'XEDL�LQ��������'XULQJ�WKH�
past two decades, the industry 
has gained unprecedented levels 
of  public attention because of  
its tremendous growth in size 
and position as an alternative to 
FRQYHQWLRQDO�EDQNLQJ�SUDFWLFHV���
With the discovery of  oil and 
WKH�VXEVHTXHQW�JURZWK�RI �
ZHDOWK�LQ�WKH�*XOI��,VODPLF�
banking has spread throughout 
WKH�0LGGOH�(DVW�DQG�$VLD��
garnering the most support in 
,UDQ��6DXGL�$UDELD�DQG�0DOD\VLD���
7RGD\�WKHUH�DUH�RYHU�����,VODPLF�
ÀQDQFLDO�VHUYLFH�LQVWLWXWLRQV�
worldwide with size estimations 
UDQJLQJ�IURP������ELOOLRQ�WR�
DOPRVW�D�WULOOLRQ�GROODUV���

Its growth, however, has also 
led to competing claims on the 
GLUHFWLRQ�,VODPLF�ÀQDQFH�VKRXOG�
WDNH�LQ�WKH�ORFDO�HFRQRP\���)RU�
instance, in the face of  rising 
LQFRPH�LQHTXDOLW\��PDQ\�FODLP�WKDW�
,VODPLF�ÀQDQFH�QHHGV�WR�SOD\�D�
larger role in alleviating the social 
LOOV�RI �HFRQRPLF�GHYHORSPHQW���
It is believed that the industry 
may have veered off-track and 
many accuse the sector of  not 
being substantively different from 
FRQYHQWLRQDO�ÀQDQFH�SURGXFWV�
or of  failing to realise its original 
HFRQRPLF�DQG�VRFLDO�LGHDOV�

Islamic Finance and the 
Perceptions of  Non-Muslims
7KH�,VODPLF�ÀQDQFH�LQGXVWU\�IDFHV�
a number of  external challenges 
to its reputation and outward 
perceptions both from consumers 
and practitioners within the 
LQGXVWU\�DQG�WKH�JHQHUDO�SXEOLF���
(VSHFLDOO\�DIWHU�WKH�DWWDFNV�RI �
September 11, 2001, the words 
‘Islam’ and ‘Shari’ah’ have taken 
on negative connotations within 

the media and the Western 
FRQVFLRXVQHVV���6LPLODUO\��DIWHU�WKH�
global economic crisis of  2008, 
WKH�WHUP�¶ÀQDQFH·�KDV�FRPH�WR�EH�
viewed more critically, both in the 
:HVW�DQG�WKH�UHVW�RI �WKH�ZRUOG���
The combination of  the two leads 
to an even higher level of  concern, 
especially as the outside media has 
RIWHQ�WHQGHG�WR�HTXDWH�,VODPLF�
ÀQDQFH�RU�6KDUL·DK�FRPSOLDQW�
economics to money laundering 
DQG�WHUURULVP�ÀQDQFLQJ���)RU�QRQ�
0XVOLPV�HVSHFLDOO\��,VODPLF�ÀQDQFH�
and economics can appear as a 
black box of  unfamiliar terms, 
non-transparent processes and 
an unclear purpose and expected 
RXWFRPH���(YHQ�WKH�PDMRULW\�RI �
0XVOLPV�DUH�QRW�NQRZOHGJHDEOH�
about many of  the basic tenets of  
Islamic economics; the average 
consumer might often confuse 
terms or concepts or not even be 
motivated to open an account or 
engage in an Islamic investment in 
WKH�ÀUVW�SODFH���

Post 9/11 there was a dramatic 
surge in the percentage of  
$PHULFDQ�QRQ�0XVOLPV�ZKR�
viewed Islam and related entities 
LQ�D�QHJDWLYH�OLJKW���$PRQJ�WKHVH�
HQWLWLHV�ZDV�,VODPLF�ÀQDQFH�DQG�
banking, considered by some to 
be the source funding terrorist 
RUJDQLVDWLRQV�DURXQG�WKH�ZRUOG���
These claims were fuelled by 
people in positions of  power such 
as the former National Security 
$GYLVHU��6DQG\�%HUJHU��VKRUWO\�
after 9/11, who said that it would 
EH�GLIÀFXOW�WR�WUDFN�GRZQ�2VDPD�
bin Laden’s money because it 
was in ‘underground banking, 
,VODPLF�EDQNLQJ�IDFLOLWLHV·���7KHVH�
statements, however, have been 

RIIVHW�E\�RWKHU�HTXDOO\�SURPLQHQW�
ÀJXUHV�VXFK�DV�IRUPHU�3UHVLGHQW�
*HRUJH�:��%XVK�ZKR�LQ�KLV�
remarks at the Islamic Centre of  
Washington shortly following the 
September 11th attacks stated, ‘The 
face of  terror is not the true faith 
RI �,VODP«,VODP�LV�SHDFH�µ

Unfortunately, this statement was 
not enough to convince everyone 
as evidenced by the prevalence 
of  sites and organisations like 
the Centre for Security Policy, 
which heads the project Shari’ah 
)LQDQFH�:DWFK���7KH�SXUSRVH�
of  this project is to educate 
governments, policymakers and 
the general public about what the 
founders deem as the ‘dangers of  
6KDUL·DK·���7KH\�FODLP�WKDW�6KDUL·DK�
FRPSOLDQW�ÀQDQFLDO�LQVWLWXWLRQV�DUH�
¶WHUURU�ÀQDQFLQJ�PHFKDQLVPV·�WKDW�
LPSRVH�VLJQLÀFDQW�QDWLRQDO�VHFXULW\��
ÀQDQFLDO�DQG�OHJDO�ULVNV�RQ�:HVWHUQ�
ÀQDQFLDO�LQVWLWXWLRQV��

This author characterises Islamic 
ÀQDQFH�DV�D�¶EODFN�ER[·�IRU�QRQ�
0XVOLPV��HVSHFLDOO\�DIWHU�WKH�
�����ÀQDQFLDO�FULVLV���1HJDWLYH�
perceptions about Islam lingering 
from 9/11 combined with new 
VXVSLFLRQV�DERXW�ÀQDQFH�KDYH�
UDLVHG�HYHQ�PRUH�FRQFHUQV���3HRSOH�
are uncertain about investing 
their money in general, let alone 
in an industry they do not fully 
XQGHUVWDQG��

Several studies suggest, however, 
that these views may be changing, 
especially when considering non 
:HVWHUQ�FRXQWULHV�VXFK�DV�0DOD\VLD���
6LQFH�WKH�HVWDEOLVKPHQW�RI �%DQN�
,VODP�0DOD\VLD��WKH�ÀUVW�0DOD\VLDQ�
,VODPLF�EDQN�LQ�������0DOD\VLD�KDV�
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emerged as an international Islamic 
ÀQDQFLDO�FHQWUH���7KH�FRXQWU\�LV�
now home to the largest Islamic 
capital market for both sukuk 
DQG�,VODPLF�HTXLW\��WKH�VHFRQG�
largest Islamic mutual fund and 
takaful market and the third largest 
,VODPLF�EDQNLQJ�PDUNHW���'XH�WR�
the success of  the industry, the 
,QWHUQDWLRQDO�&HQWUH�IRU�(GXFDWLRQ�
LQ�,VODPLF�)LQDQFH��,1&(,)��
ZDV�IRXQGHG�LQ������E\�%DQN�
1HJDUD�0DOD\VLD��WKH�0DOD\VLDQ�
FHQWUDO�EDQN���,1&(,)�LV�WKH�
only university in the world solely 
dedicated to the postgraduate study 
RI �,VODPLF�ÀQDQFH��

0RUH�UHFHQWO\��WUHQGV�KDYH�
VXJJHVWHG�WKDW�WKH�(XURSHDQ�
Union may emerge as the latest 
FHQWUH�IRU�,VODPLF�ÀQDQFH��SRVVLEO\�
due to the mass immigration of  
0XVOLPV�IURP�WKH�0LGGOH�(DVW��
$VLD�DQG�1RUWK�$IULFD���%ULWDLQ·V�
,VODPLF�ÀQDQFH�VHFWRU�KDV�QHDUO\�
����ELOOLRQ�LQ�,VODPLF�EDQNLQJ�
assets, exceeding the holdings of  
several Islamic states including 
7XUNH\��(J\SW�DQG�3DNLVWDQ���
Perhaps more important is the 
HVWDEOLVKPHQW�RI �,VODPLF�ÀQDQFLDO�
education programmes in 55 
%ULWLVK�FROOHJHV�DQG�HGXFDWLRQDO�
LQVWLWXWLRQV���)UDQFH��ZLWK�WKH�
ODUJHVW�SRSXODWLRQ�RI �0XVOLPV�
RI �DQ\�(XURSHDQ�FRXQWU\��KDV�
also begun to make progress by 

passing a series of  instructions 
for facilitating the introduction of  
,VODPLF�ÀQDQFLDO�SURGXFWV���7KLV�
legislation was heavily backed 
E\�WKH�IRUPHU�)UHQFK�)LQDQFH�
0LQLVWHU��&KULVWLQH�/DJDUGH��
�QRZ�WKH�0DQDJLQJ�'LUHFWRU��
,QWHUQDWLRQDO�0RQHWDU\�)XQG��ZKR�
characterised it as an ‘exciting new 
EHJLQQLQJ�IRU�,VODPLF�ÀQDQFH�LQ�
WKH�5HSXEOLF�·

,VODPLF�ÀQDQFH�KDV�DOVR�UHFHLYHG�
support from a number of  
religious institutions, including 
Christian organisations, after the 
2008 global market crash, which 
led to criticism of  the conventional 
EDQNLQJ�V\VWHP���7KH�9DWLFDQ·V�
RIÀFLDO�QHZVSDSHU�/·2VVHUYDWRUH�
Romano published an article 
stating that the free-market 
model has ‘grown too much and 
EDGO\�LQ�WKH�SDVW�WZR�GHFDGHV�·��,W�
concluded, ‘The ethical principles 
RQ�ZKLFK�,VODPLF�ÀQDQFH�LV�EDVHG�
may bring banks closer to their 
clients and to the true spirit 
ZKLFK�VKRXOG�PDUN�HYHU\�ÀQDQFLDO�
VHUYLFH�·��7KLV�WUHQG�ZDV�FRQWLQXHG�
LQ�)HEUXDU\������ZKHQ��DW�D�OHFWXUH�
on civil and religious law at the 
Royal Courts of  Justice, the then 
Archbishop of  Canterbury Rowan 
Williams stated that ‘giving Islamic 
ODZ�RIÀFLDO�VWDWXV�LQ�WKH�8QLWHG�
Kingdom would help achieve 
social cohesion because some 

0XVOLPV�GR�QRW�UHODWH�WR�WKH�%ULWLVK�
OHJDO�V\VWHP�·�

Observable Global Trends: 
Perceptions about Islamic 
Finance
7KH�,VODPLF�ÀQDQFH�LQGXVWU\�
initially began as a means for 
0XVOLPV�WR�SDUWLFLSDWH�LQ�WKH�
PRGHUQ�ÀQDQFLDO�ZRUOG�ZKLOH�
still adhering to Shari’ah law 
and, while it has attracted non-
0XVOLPV��LWV�PDLQ�IRFXV�LV�VWLOO�LWV�
0XVOLPV�FOLHQWV���,VODPLF�EDQNLQJ�
LV�DSSHDOLQJ�WR�SLRXV�0XVOLPV�ZKR��
for many reasons, but particularly 
the conventional banks’ practice 
of  charging interest, are unable 
WR�HQJDJH�LQ�WUDGLWLRQDO�EDQNLQJ���
6WXGLHV�VKRZ�WKDW�PDQ\�0XVOLPV�
are in fact willing to pay ‘faith 
SUHPLXPV·�IRU�ÀQDQFLDO�VHUYLFHV�
and products that are Shari’ah 
FRPSOLDQW���

Post 9/11 Perceptions
Ali and Abdur-Rahman have 
conducted a study to investigate 
SHUFHSWLRQV�RI �WKH�,VODPLF�ÀQDQFH�
industry and impacts on the 
industry following 9/11 by studying 
representations in mainstream 
media and by surveying Islamic 
ÀQDQFH�LQGXVWU\�DQG�,VODPLF�ÀQDQFH�
media professionals globally for 
their perceptions and experiences 
SRVW��������6WXG\�RI �PHGLD�DUWLFOHV�
UHODWHG�WR�,VODPLF�ÀQDQFH�SRVW�
9/11 reveals that relatively few 
DUWLFOHV�OLQNHG�,VODPLF�ÀQDQFH�
ZLWK�WHUURULVP��DQG�IHZ�������
PDLQWDLQHG�D�QHJDWLYH�WRQH���,VODPLF�
ÀQDQFH�SURIHVVLRQDOV�UHSRUWHG�
that 9/11 brought closer scrutiny 

of  the industry, which increased 
apprehension, but also led to growth 
DQG�DZDUHQHVV���7KH�PDMRULW\�RI �
,VODPLF�ÀQDQFH�PHGLD�SURIHVVLRQDOV��
however, perceived a negative impact 
DQG�����RI �WKHP�DUH�FULWLFDO�RI �
how the industry handled media 
DWWHQWLRQ�SRVW��������7KH�VWXG\�ÀQGV�
that despite some negative media 
FRYHUDJH�RI �,VODPLF�ÀQDQFH�IROORZLQJ�
9/11, development of  the industry 
ZDV�QRW�VLJQLÀFDQWO\�LPSDFWHG�DQG�
the outlook for future development is 
RYHUZKHOPLQJO\�SRVLWLYH�

U.S. Consumer Perception
6KDUL·DK�FRPSOLDQW�KRPH�ÀQDQFLQJ�
�PRUWJDJHV��KROGV�WKH�NH\�WR�WKH�
success of  an expanded role for the 
,VODPLF�ÀQDQFH�LQGXVWU\�DV�D�ZKROH�LQ�
WKH�8�6���EHFDXVH�LW�UHSUHVHQWV��DOPRVW�
literally, a foot in the consumer’s 
GRRU���8QIRUWXQDWHO\�DOWKRXJK�VRPH�
,VODPLF�KRPH�ÀQDQFH�SURYLGHUV�
KDYH�EHHQ�TXLWH�VXFFHVVIXO�DQG��LQ�
fact, have become competitive with 
conventional mortgage companies, 
customers remain sceptical and 
XQFRQYLQFHG�

Shopping for Scholars
2QH�RI �WKH�DUHDV�UHFHLYLQJ�WKH�
strongest criticism from both inside 
and outside the industry is the role 
RI �WKH�6KDUL·DK�VFKRODUV�WKHPVHOYHV���
The main concern of  many is the 
concentration of  a few key scholars 
on a number of  Shari’ah advisory 
ERDUGV���$������VWXG\�FRQGXFWHG�
E\�)XQGV�DW�:RUN�IRXQG�WKDW�WKUHH�
VFKRODUV�PDNH�XS�������RI �WRWDO�
board positions in international 
organisations while 10 scholars make 
XS�RYHU�����RI �DOO�SRVLWLRQV���,W�ZDV�

%ULWDLQ¶V�,VODPLF�¿QDQFH�
sector has nearly $19 billion 
in Islamic banking assets, 
exceeding the holdings of 
several Islamic states including 
Turkey, Egypt and Pakistan

The so-called ‘market for 
scholars’ has become saturated 
and there is little opportunity 
for new scholars to enter the 
LQGXVWU\���,QVWHDG��FXUUHQW�
scholars take on apprentices 
who later express views on key 
issues that are nearly identical to 
WKHLU�SUHGHFHVVRUV¶�YLHZV�  
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QRWHG�WKDW�RQH�VFKRODU�KHOG����
board positions at the same time, 
OHDGLQJ�EDQN�PDQDJHUV�WR�TXHVWLRQ�
scholars’ commitments to their 
UHVSRQVLELOLWLHV���6WHPPLQJ�IURP�
this is the view that Shari’ah boards 
have now turned into a ‘brand 
JDPH·���7KH�VR�FDOOHG�¶PDUNHW�IRU�
scholars’ has become saturated 
and there is little opportunity for 
QHZ�VFKRODUV�WR�HQWHU�WKH�LQGXVWU\���
Instead, current scholars take on 
apprentices who later express 
views on key issues that are nearly 
identical to their predecessors’ 
YLHZV���/DVWO\��PDQ\�DUH�FRQFHUQHG�
ZLWK�WKH�LQKHUHQW�FRQÁLFW�RI �
interest that stems from having 
the same Shari’ah scholars on the 
boards of  multiple banks and 
ÀQDQFLDO�LQVWLWXWLRQV�DV�ZHOO�DV�LQ�
an advisory capacity to various 
JRYHUQPHQWV���6RPH�VXJJHVW�WKDW�
this might lead to favouritism 
as well as a failure to properly 
evaluate documents, products and 
WUDQVDFWLRQV��

0XGGDVVLU�6LGGLTXL��D�6KDUL·DK�
VFKRODU�QRZ�EDVHG�LQ�'XEDL�DQG�
a member of  the Shari’ah board 
RI �$$2,),��EHOLHYHV�WKDW�SDUW�RI �
the problem is that the number 
RI �EDQNV�DQG�ÀQDQFLDO�LQVWLWXWLRQV�
around the world offering Shari’ah 
compliant products is growing 
rapidly and that the industry cannot 
provide enough scholars to meet 
WKH�GHPDQG���+H�VDLG��¶7KHUH�LV�
D�ELJ�VKRUWDJH�RI �VFKRODUV���$OVR��
some scholars have developed a 
very deep understanding of  how 
FHUWDLQ�DVSHFWV�RI �ÀQDQFH�ZRUNV���
Wouldn’t you want those scholars 
who have gone through similar 
challenges?’

Scholars point out however, that no 
member of  any Shari’ah board has 
been accused or publicly challenged 
LQ�UHODWLRQ�WR�D�FRQÁLFW�RI �LQWHUHVW�
VLWXDWLRQ���7KH\�DOVR�DUJXH�WKDW�
product providers know what they 
DUH�JHWWLQJ�LQWR���¶,I �D�ÀQDQFLDO�
institution knowingly engages 
the services of  a Shari’ah scholar 

who they know is sitting on the 
ERDUG�RI �D�FRPSHWLQJ�ÀQDQFLDO�
institution, then really, it is up to 
WKHP���'R�WKH\�WUXVW�KLP�WR�NHHS�
their secrets?  If  they don’t see 
it as a problem, then I don’t see 
DQ\�FRQÁLFW�WKHUH�·�VD\V�0XGGDVVLU�
6LGGLTXL����6LGGLTXL�LQFLGHQWDOO\�
does not sit on multiple boards 
himself, preferring to avoid any 
SRWHQWLDO�FRQÁLFWV��

Usman Hayat, director of  Islamic 
ÀQDQFH�DQG�(6*�LQYHVWLQJ�DW�&)$�
Institute, says it comes down to 
WUDQVSDUHQF\���¶<RX�FDQ·W�DOZD\V�
DYRLG�D�FRQÁLFW�RI �LQWHUHVW�WR�
HQVXUH�LQGHSHQGHQFH�RI �MXGJPHQW��
Where you have to manage it, you 
manage it through strengthening 
WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\���
The same should apply here to 
enhance the credibility of  the 
,VODPLF�ÀQDQFH�LQGXVWU\�·

Consumer Perceptions
A prominent criticism of  
the industry is that while it is 
H[SDQGLQJ�DQG�PDNLQJ�SURÀW��WKH�
people whom it was originally 
designed to help have not 
EHQHÀWWHG���:KHQ�ORRNLQJ�DW�WKH�
GLVWULEXWLRQ�RI �,VODPLF�ÀQDQFH�
institutions, the majority of  them 
are concentrated in the oil-rich 
*XOI �6WDWHV���6KDUHKROGHUV�DQG�
QRW�WKH�JHQHUDO�SXEOLF�EHQHÀW�
from the banking system, where 
constant pressure to produce 
SURÀWV�OHDGV�PDQDJHUV�WR�LQYHVW�
LPSUXGHQWO\���(YHQ�PRUH�WURXEOLQJ�
is that many of  these institutions 
that offer Islamic banking services 
DUH�HLWKHU�RZQHG�E\�QRQ�0XVOLPV�
or are located in the West and part 
RI �FRQJORPHUDWH�JURXSV���,Q�D�
panel discussion held at Harvard 
LQ�������0DKPRXG�(O�*DPDO�
SUHVHQWHG�WKH�ÀQGLQJV�RI �KLV�ERRN��
,VODPLF�)LQDQFH��/DZ��(FRQRPLFV��
and Practice (Cambridge 
8QLYHUVLW\�3UHVV����������+H�DUJXHG�
WKDW�,VODPLF�ÀQDQFH��WKRXJK�EDVHG�
on noble objectives in principle, 
is reduced to legal arbitrage in 
SUDFWLFH���7KH�DSSURDFK�KLVWRULFDOO\�

WDNHQ�WRZDUGV�,VODPLF�ÀQDQFH��
which he terms ‘the Arab-Pakistani 
model,’ is concerned with morally 
regulating the operations of  
individual businessmen rather than 
promoting economic growth at 
the macro level and distributing 
resources in accordance with 
,VODPLF�SULQFLSOHV�RI �VRFLDO�MXVWLFH���
7KLV�KDV�OHG�WR�WKH�HTXDOO\�WURXEOLQJ�
concern that products offered 
by Islamic institutions are simply 
‘conventional products with an 
,VODPLF�ODEHO�·�

Several studies were conducted 
regarding the perception of  the 
,VODPLF�ÀQDQFH�LQGXVWU\��0XVOLP�
Amin and Zaidi Isa examined the 
perceptions of  Islamic banking 
LQ�0DOD\VLD�DQG�IRXQG�WKDW��ZKLOH�
the majority of  customers were 
VDWLVÀHG�ZLWK�WKH�TXDOLW\�RI �WKH�
industry, there was a need for 
improved customer service and 
PRUH�ÀQDQFLDO�FRXQVHOOLQJ�WR�VDWLVI\�
FXVWRPHUV��

0RKDPPHG�+RVVDLQ�DQG�6KLUOH\�
Leo’s paper on the perception 
RI �WKH�VHUYLFH�TXDOLW\�ZLWKLQ�WKH�
Islamic banking industry in Qatar 
found that customers rated Islamic 
banks highest in terms of  the 
infrastructure of  the bank, the 
convenience of  banking and their 
UHWXUQ�RQ�LQYHVWPHQW���7KH�SDSHU�
recommended that banks deliver 
a higher level of  customer service 
in order to increase their market 
SUHVHQFH�DQG�SURÀWDELOLW\��

$�VWXG\�FRQGXFWHG�E\�0XKDPPDG�
+DQLI �DQG�$EGXOODK�0XKDPPDG�
,TEDO��IRXQG�WKDW�ZKLOH�WKH�PDMRULW\�
of  respondents in Pakistan 
understood the theoretical basis 
of  Shari’ah compliant economics, 
many were sceptical about how 
,VODPLF�ÀQDQFH�RSHUDWHG�LQ�
3DNLVWDQ���6HYHUDO�UHVSRQGHQWV�
stated that an interest free economy 
was not possible and that Islamic 
banks should exist alongside 
FRQYHQWLRQDO�EDQNV���3URSRQHQWV�
RI �,VODPLF�ÀQDQFH�VXJJHVWHG�WKDW�

the industry should launch an 
awareness campaign to counteract 
some of  the misconceptions about 
6KDUL·DK�FRPSOLDQW�ÀQDQFLQJ���
Another suggestion was for the 
government and other regulatory 
bodies in Pakistan to play a larger 
role in mandating the inclusion 
of  Islamic banking within the 
ÀQDQFLDO�VHUYLFHV�LQGXVWU\���2WKHUV�
suggested that banks and other 
ÀQDQFLDO�LQVWLWXWLRQV�HQJDJH�PRUH�
LQ�WKH�SUDFWLFH�RI �SURÀW�DQG�ORVV�
VKDULQJ��3/6��DV�D�YLDEOH�,VODPLF�
ÀQDQFLDO�SURGXFW�WKDW�KDV�WR�GDWH�
EHHQ�XQGHUXWLOLVHG�LQ�3DNLVWDQ���
)LQDOO\��VRPH�DOVR�VXJJHVWHG�
that other players outside of  
academia and the industry ought 
to be involved in the transition 
to an Islamic economy, including 
businesspeople, regulators, 
members of  civil society, clerics 
DQG�ZHOO�NQRZQ�LQWHOOHFWXDOV��

$V\UDI �:DMGL�'XVXNL�DQG�
Nurdianawati Irwani Abdullah’s 
study of  Islamic bank customers 
LQ�0DOD\VLD�FRQGXFWHG�LQ������
VHFRQGV�WKHVH�UHFRPPHQGDWLRQV���
The study found that Islamic 
EDQNV�DQG�ÀQDQFLDO�LQVWLWXWLRQV�
could no longer depend solely on 
those customers who purchase 
,VODPLF�ÀQDQFLDO�VHUYLFHV�
motivated by religious or pious 
FRQVLGHUDWLRQV���5DWKHU��WKH�
industry must strengthen its 
marketing initiatives to broaden 
consumer awareness of  the Islamic 
banking sector as well as increase 
WKH�TXDOLW\�OHYHO�RI �LWV�FXVWRPHU�
VHUYLFH�WR�H[SDQG�LWV�PDUNHW�VKDUH�

$�VXUYH\�RI �0DOD\VLDQ�FRQVXPHUV�
FRQGXFWHG�E\�0DUN�/RR�IRXQG�
WKDW�ZKLOH�WKH�PDMRULW\�RI �0XVOLPV�
were attracted to Islamic banking 
for religious reasons, the majority 
RI �QRQ�0XVOLPV�ZHUH�PDLQO\�
attracted towards it for the 
SURGXFWV�DQG�VHUYLFHV�LW�RIIHUHG���
,Q�0DOD\VLD�LQ�SDUWLFXODU������RI �
0XVOLPV�VDZ�D�VWURQJ�SURVSHFW�
IRU�,VODPLF�EDQNLQJ�LQ�0DOD\VLD��
ZKLOH�RQO\�����RI �QRQ�0XVOLPV�
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DJUHHG���$FFRUGLQJ�WR�WKH�DXWKRUV��
SRUWUD\LQJ�,VODPLF�ÀQDQFH�DV�D�
UHOLJLRXV�REOLJDWLRQ�WR�0XVOLPV�
and as a way to save money from 
QRQ�0XVOLPV�JLYHV�WKH�LQGXVWU\�DV�D�
ZKROH�D�EDG�UHSXWDWLRQ���6HFRQGO\��
the authors recommended that 
practitioners and providers improve 
their communication with potential 
customers by introducing the 
,VODPLF�ÀQDQFLDO�VHUYLFHV�WKH\�VHOO�
in their local language rather than 
LQ�$UDELF���,W�ZDV�UHFRPPHQGHG�
that the industry as a whole engage 
in a concerted effort to improve 
their human resources divisions and 
WDOHQW�UHFUXLWPHQW�SURFHVV��

<XVVRI��,EUDKLP�0RK�<XVVRI �
DQG�0XVWDID�'DXG�VWXGLHG�WKH�
perceptions of  the future of  
,VODPLF�ÀQDQFH�LQ�1LJHULD�DPRQJ�
\RXQJ�SHRSOH���7KH\�REVHUYHG�
that the perceptions of  Nigerian 
youth studying outside of  the 
country have a strong impact on 
the development of  the Islamic 
ÀQDQFH�LQGXVWU\�LQ�WKHLU�KRPH�
FRXQWU\���%DVHG�RQ�WKH�UHVXOWV�
of  their statistical study, they 
offered three recommendations 
to further the development of  a 
Shari’ah compliant economy in 
1LJHULD���7KH�ÀUVW�RI �WKHVH�ZDV�
the need to educate the Nigerian 
SHRSOH�PRUH�RQ�WKH�EHQHÀWV�RI �
Islamic banking for the country’s 
HFRQRP\�DV�D�ZKROH���6HFRQGO\��
it recommended that the Central 
%DQN�RI �1LJHULD��&%1��HVSHFLDOO\�
engage in such efforts, as it is 
optimally placed to encourage 

UHVHDUFK�DQG�IRUPXODWH�SROLF\���
Lastly, the report encouraged 
,VODPLF�ÀQDQFH�LQVWLWXWLRQV�LQ�
1LJHULD��DQG�WKH�&%1�LQ�SDUWLFXODU��
WR�IRFXV�RQ�LPSURYLQJ�WKH�TXDOLW\�
of  training and talent selection 
within the industry as a whole and 
provide more opportunities for 
SURIHVVLRQDO�GHYHORSPHQW��

2XWVLGH�RI �WKH�QHJDWLYH�
SHUFHSWLRQV��LI �,VODPLF�ÀQDQFH�
is to be a legitimate competitor 
to conventional banking, it must 
appeal to clients outside the Arab 
ZRUOG���$������VWXG\�E\�-RUJ�%OH\�
and Kermit Kuehn found that the 
use of  Arabic terms in Islamic 
ÀQDQFH�VHUYHG�DV�DQ�REVWDFOH�
to many in understanding the 
PHFKDQLFV�RI �,VODPLF�ÀQDQFLDO�
SURGXFWV�DQG�VHUYLFHV����7KH�VWXG\�
suggested allowing suppliers 
RI �,VODPLF�ÀQDQFLDO�VHUYLFHV�WR�
rename Islamic products as they 
VHH�ÀW��DIWHU�WKH�UHJXODWRU\�ERGLHV�
have clearly and comprehensively 
GHÀQHG�WKH�LQVWUXPHQWV�LQ�
TXHVWLRQ���7KH�VWXG\�UHFRPPHQGHG�
WKDW�,VODPLF�ÀQDQFLDO�LQVWLWXWLRQV�
improve their marketing campaigns 
in order to better appeal to 
FRQVXPHUV���,I �WKH�LQGXVWU\�GRHV�
not do this, the study argues that it 
will no longer be able to compete 
ZLWK�FRQYHQWLRQDO�ÀQDQFH�LQ�
JURZLQJ�LWV�PDUNHW�VKDUH�

Job Market Perception
A widespread misperception 
created by a few professionals is 
that thousands of  professionals 

DUH�QHHGHG�WR�UXQ�WKH�LQGXVWU\���
As a result of  that there are 
hundreds of  universities both in 
WKH�(DVW�DQG�WKH�:HVW�RIIHULQJ�ERWK�
undergraduate and postgraduate 
degrees and diplomas as well as 
FHUWLÀFDWLRQV�LQ�,VODPLF�ÀQDQFH���
This view has been contradicted, 
however, by a recent report from 
3DXO�0F1DPDUD���+H�KLJKOLJKWHG�
WKDW�KLJKO\�TXDOLÀHG�SURIHVVLRQDOV�
pouring out of  these institutions 
to be placed in the market are not 
KDYLQJ�DQ\�OXFN�LQ�ÀQGLQJ�WKH�MRE�
WKH\�HQYLVDJH���,Q�KLV�DQDO\VLV�RI �
WKH�ZHEVLWH��ZZZ�HÀQDQFLDOFDUHHUV�
com, there were only eight jobs 
OLVWHG�LQ�WKH�,VODPLF�ÀQDQFH�VHFWLRQ�
as compared to a segment on the 
same website for hedge funds 
ZKHUH�WKHUH�ZHUH�����MREV�OLVWHG���
When the industry is claiming to 
be a trillion dollar industry with 15 
20% growth a year, where are the 
jobs and who is being employed 
to undertake the work?  If  these 
professionals are not being 
HPSOR\HG��LW�EHJV�WKH�TXHVWLRQ�
whether these institutions are hiring 
professionals with conventional 
TXDOLÀFDWLRQV"��,I �WKDW�LV�WKH�FDVH��
what employment prospects are 
there for graduates with Islamic 
ÀQDQFH�GHJUHHV"�

Countering Common 
Misperceptions
$FFRUGLQJ�WR�5XVKGL�6LGGLTXL��
IRUPHU�*OREDO�+HDG�RI �,VODPLF�
)LQDQFH�	�2,&�&RXQWULHV�DW�
Thomson Reuters, many still 
DVVRFLDWH�,VODPLF�ÀQDQFH�ZLWK�WKH�

funding of  terrorism and totally 
misunderstand the industry as 
D�ZKROH���+H�SODFHG�VRPH�RI �
the blame on the industry itself, 
explaining that Shari’ah compliant 
ÀQDQFLHUV�KDYH�GRQH�D�SRRU�MRE�
of  explaining their products and 
services and how they differ from 
WKH�WRROV�RI �FRQYHQWLRQDO�ÀQDQFH���
$FFRUGLQJ�WR�6LGGLTXL��WKHUH�LV�D�
great need to educate the ‘man on 
the street’ about the workings of  
,VODPLF�ÀQDQFH�LQ�RUGHU�WR�GLVSHO�
WKH�QRWLRQ�WKDW�,VODPLF�ÀQDQFH�LV�
QR�PRUH�WKDQ�¶WHUURULVP�ÀQDQFH�·��
6LGGLTXL�LGHQWLÀHG�ZKDW�KH�VDZ�DV�
the three main challenges facing 
the industry as transparency, 
the search for information 
DQG�LQGXVWU\�FRQQHFWLYLW\���+H�
VSHFLÀFDOO\�SRLQWHG�WR�WKH�LQDELOLW\�
WR�XVH�WKH�VHDUFK�HQJLQH�*RRJOH�
WR�ÀQG�XVHIXO�DQG�PHDQLQJIXO�
LQIRUPDWLRQ�RQ�,VODPLF�ÀQDQFH�
DV�D�SUHVVLQJ�FKDOOHQJH���+H�DOVR�
explained that Islamic banks have 
D�SUHVHQFH�WKURXJKRXW�WKH�0XVOLP�
DQG�QRQ�0XVOLP�ZRUOG�EXW�WKDW�
they are not connected in the 
way that conventional banks are, 
communicating electronically and 
HQJDJLQJ�LQ�ÀQDQFLDO�WUDQVDFWLRQV�
WRJHWKHU��

5HGHÀQLQJ�DQG�5HDSSUDLVLQJ�
the Islamic Finance Industry
2YHU�WKH�ODVW����\HDUV��DV�WKH�
industry has grown to be a global 
force, a process of  self-criticism 
KDV�EHJXQ���7KHUH�DUH�FRPSHWLQJ�
views about the direction the 
,VODPLF�ÀQDQFH�LQGXVWU\�VKRXOG�
WDNH�ERWK�ORFDOO\�DQG�JOREDOO\���
)RU�LQVWDQFH��LQ�WKH�IDFH�RI �ULVLQJ�
LQFRPH�LQHTXDOLW\��PDQ\�REVHUYHUV�
FODLP�WKDW�,VODPLF�ÀQDQFH�QHHGV�
to play a larger role in alleviating 
the social ills of  economic 
GHYHORSPHQW���2WKHUV�FODLP�WKDW�
this responsibility falls beyond the 
LPSHUDWLYHV�RI �,VODPLF�ÀQDQFH��
which they see as simply a Shari’ah 
compliant version of  conventional 
ÀQDQFH��

In the past 10 years Harvard 
forums discussions have focused 
on the challenges faced by Islamic 
ÀQDQFH�SUDFWLWLRQHUV�LQ�VWUXFWXULQJ�

Outside of the negative perceptions, if Islamic 
¿QDQFH�LV�WR�EH�D�OHJLWLPDWH�FRPSHWLWRU�WR�
conventional banking, it must appeal to clients 
RXWVLGH�WKH�$UDE�ZRUOG���$������VWXG\�E\�-RUJ�
Bley and Kermit Kuehn found that the use of 
$UDELF�WHUPV�LQ�,VODPLF�¿QDQFH�VHUYHG�DV�DQ�
obstacle to many in understanding the mechanics 
RI�,VODPLF�¿QDQFLDO�SURGXFWV�DQG�VHUYLFHV����
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6��1D]LP�$OL�
has been the 
'LUHFWRU�RI �WKH�
,VODPLF�)LQDQFH�
3URMHFW��,)3��DW�
Harvard Law 
School, Harvard 
University since 
�������)RU�
the last thirty 
years, he has 
focused his 
research efforts 
exclusively on 
WKH�ÀHOG�RI �
,VODPLF�ÀQDQFH���
He has played 
a lead role in 
organising 
several 
conferences, 
workshops 
and symposia, 
including 
the Harvard 
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6KDUL·DK�FRPSOLDQW�ÀQDQFLDO�
SURGXFWV���,W�ZDV�UHFRJQLVHG��
however, that the meteoric rise 
RI �,VODPLF�ÀQDQFH�LQ�UHFHQW�
years has caused a gap to emerge 
between two professional groups 
UHTXLUHG�IRU�LWV�VXFFHVV���WKH�
Shari’ah scholars and the Islamic 
HFRQRPLVWV���:LWK�WKLV�LQ�PLQG�
Harvard and the London School 
RI �(FRQRPLFV��/6(��FUHDWHG�D�
QHZ�SODWIRUP�LQ������WR�EULQJ�
together these two groups, the 
VFKRODUV�DQG�WKH�HFRQRPLVWV���
%RWK�SURIHVVLRQV�KDYH�VHHQ�
VLJQLÀFDQW�GHYHORSPHQWV�LQ�WKHLU�
UHVSHFWLYH�ÀHOGV�DQG�LW�ZDV�IHOW�
that there was a need for further 
understanding and cooperation 
EHWZHHQ�WKH�WZR���$W�DQ�DQQXDO�
meeting participants share their 
thoughts and opinions and 
discuss some of  the most pressing 
LVVXHV�IDFLQJ�WKH�,VODPLF�ÀQDQFH�
VHFWRU�WRGD\���7KH�DLP�LV�IRU�WKH�
participants to engage in open 
dialogue and develop further 
LQVLJKW�LQ�WKH�ÀHOG��UDWKHU�WKDQ�
prescribe a particular course of  
DFWLRQ�RU�FRQFOXVLRQ���

Looking Ahead
There are institutional and 
strategic changes that the Islamic 
ÀQDQFH�LQGXVWU\�FDQ�DGRSW�WR�
address the negative perceptions 
LW�IDFHV���,Q�RUGHU�WR�LPSURYH�
the current perception, greater 
dialogue is needed among all 
those involved in the industry, 
including Islamic economists, 
Shari’ah scholars, practitioners, 
UHJXODWRUV�DQG�OHJDO�SURIHVVLRQDOV���
Public lectures are needed to 
educate the media and general 
SXEOLF��LQFOXGLQJ�ERWK�0XVOLPV�
DQG�QRQ�0XVOLPV���7KH�UROH�RI �
academia is critical in engaging 
,VODPLF�ÀQDQFH�VWDNHKROGHUV�LQ�D�
healthy discourse on the subject 
RI �,VODPLF�ÀQDQFH���$FDGHPLF�
institutions such as Harvard 
University can engage in efforts 
to bring together all the actors to 
develop a better understanding 
and resolve the issues facing the 

LQGXVWU\���,Q�SDUWLFXODU��LQLWLDWLYHV�
should focus on improving 
transparency and organisation at a 
national and international level, so 
WKDW�,VODPLF�ÀQDQFLDO�LQVWLWXWLRQV�
can better communicate with each 
other and become more involved 
ZLWK�RQH�DQRWKHU���,VODPLF�ÀQDQFH�
industry leaders should make 
themselves available to discuss the 
issues openly and provide clear 
directions for the industry, removing 
any misunderstandings being created 
E\�,VODPRSKRELD�RU�RWKHU�LVVXHV���
Issues of  ethics and governance 
as well as social relevance must be 
addressed to bring about greater 
FRPPXQLW\�SDUWLFLSDWLRQ���$V�
evidenced by the views of  Islamic 
ÀQDQFH�SUDFWLWLRQHUV�DQG�PHGLD�
professionals, increasing coverage in 
the global media, and the sustained 
growth of  the industry worldwide, 
the outlook for future development 
of  the industry is overwhelmingly 
SRVLWLYH��

Summary
7KLV�DUWLFOH�KDV�LGHQWLÀHG�VRPH�
of  the most pressing issues 
FRQIURQWLQJ�,VODPLF�ÀQDQFH�WRGD\�
and particularly the perceptions of  
WKH�LQGXVWU\�DPRQJ�ERWK�0XVOLPV�
DQG�QRQ�0XVOLPV���6WXGLHV�KDYH�
shown that the primary motivating 
IDFWRUV�IRU�PRVW�0XVOLP�FXVWRPHUV�
in deciding between a conventional 
and an Islamic bank have been 
a combination of  religious and 
HFRQRPLF�UHDVRQV���2Q�WKH�RWKHU�
KDQG��QRQ�0XVOLP�FXVWRPHUV�WHQG�
WR�YDOXH�WKH�VSHHG�DQG�HIÀFLHQF\�RI �
service, the reputation and the image 
RI �WKH�LQVWLWXWLRQ��FRQÀGHQWLDOLW\�
and convenience when choosing a 
EDQN�RU�D�ÀQDQFLDO�LQVWLWXWLRQ���7KH�
,VODPLF�ÀQDQFH�LQGXVWU\�KDV�IDOOHQ�
short in meeting many of  these 
H[SHFWDWLRQV��IRU�ERWK�0XVOLPV�
DQG�QRQ�0XVOLPV�EHFDXVH�RI �
ineffective marketing efforts on the 
SDUW�RI �,VODPLF�EDQNV�DQG�ÀQDQFLDO�
LQVWLWXWLRQV�
 
A few remedies have been suggested 
by past studies to address these 

QHJDWLYH�SHUFHSWLRQV���7KHVH�
include awareness campaigns 
to counteract some of  the 
misconceptions about Shari’ah 
FRPSOLDQW�ÀQDQFLQJ��D�QHHG�IRU�
regulators to develop a tailored 
VWUXFWXUH�IRU�,VODPLF�ÀQDQFLDO�
institutions; better marketing 
campaigns and products to attract 
QHZ�FXVWRPHUV��ERWK�0XVOLP�DQG�
QRQ�0XVOLP��DOORZLQJ�SURYLGHUV�
to rename Islamic products as 
WKH\�VHH�ÀW�LQ�RUGHU�WR�EHWWHU�
appeal to customers and a focus 
RQ�LPSURYLQJ�WKH�TXDOLW\�RI �
training and talent selection within 
in the industry as a whole and 
providing greater opportunities 
IRU�SURIHVVLRQDO�GHYHORSPHQW�

Looking beyond the industry 
itself, academics and 
professionals should look to 
RWKHU�ÀHOGV��LQFOXGLQJ�IDLWK�EDVHG�
ÀQDQFLQJ�DQG�VRFLDO�FRUSRUDWH�
responsibility as a model for 
IXWXUH�GHYHORSPHQW���(FRQRPLVWV�
should be appointed to Shari’ah 
boards, as many Shari’ah scholars 
lack an understanding of  the 
macroeconomic forces impacting 
WKH�LQGXVWU\���$GGLWLRQDOO\��
more specialists from other 
industries, as well as more non-
0XVOLPV��VKRXOG�EH�LQYROYHG�LQ�
the academic and professional 
sides of  the industry as their 
perspectives can be crucial in 
PRYLQJ�IRUZDUG�


