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Institutional obstacles faced the Islamic banks operating in Palestine and
response mechanisms

Prepared by: Mohammad Qura’an

Supervisor: Dr. Mohammad Hanini

Abstract

The study aimed at identifying the institutional obstacles faced by the Islamic banks in
Palestine. it also aimed to identify the proposed mechanisms to face those obstacles.
Despite the accordance of goals of these banks with the Palestinian society's values, the
financial statements of these banks added to the statements of the Palestinian Monetary
Authority indicated low market contribution compared with other traditional and
commercial banks in Palestine which in turn formed a negative indicator in its contribution
in supporting the development of the Palestinian economy. Consequently, the study shed
light on a major problem summarized in the following question: what were the institutional
obstacles faced by the Islamic banks in Palestine? and what were the proposed mechanisms
to address them?

The study was conducted on Islamic banks in the West Bank from December 2012 to
September 2013. The researcher used the descriptive analytical approach. The study
population consisted of all employees in the administrations and branches of Islamic banks
based on random class sample. It was divided into two major classes: the class of the
banks administrators, and class of employees in the branches of the bank. The two classes
were divided into sub-classes based on job ranks. To calculate the sample size, the reliable
statistical electronic sites were adopted. The researcher collected data through a
questionnaire, added to interviews with some managers of the Islamic banks. The
researcher relied on analyzing the financial data issued by these banks and the Palestinian
Monetary Authority regarding performance of Islamic banks in Palestine. The study
concluded to define the most administrational obstacles for planning process, organization,
directing, and supervision.

The results revealed that the most prominent obstacles for planning process were the rapid
change in banking environment, followed by the low level of employees' participation in
planning, the low level of flexibility in the applied process, and finally the employees
resistance towards change process. the study also revealed that the most prominent
obstacles to face the organization process was the nominations didn't meet the
organizational structure of the bank, followed by the dominance of official aspects over
performance, then the immobility in organizational structure of the bank. The least
obstacles was that there was no correlation between the bank goals and the applied
procedures. Regarding the obstacles of direction process, the most prominent one was the



weakness of motives rules, followed by the absence of follow-up in the execution of
administrational directions, then the little coordination between the bank departments. The
least one was the unclear directions for the employees. The study showed that the most
prominent obstacles to face the supervision was the unbalanced distribution for
responsibilities on employees, followed by human errors that occurred when practicing
supervision process, and finally the rapid development of technology used in banks. The
least one was the absence of supervisory standards for the Islamic bank. The study
presented set of proposed mechanisms to face those obstacles. The most eminent one was
to utilize from the modern techniques in banks and to train, to develop the cadre in the
bank, to establish effective motif systems, and finally to develop the accredited standards
of supervision.

The study came to a set of recommendations for the Islamic banks administration and for
the Palestinian Monetary Authority. The study recommended the supreme administration
of the Islamic banks to allow employees to participate in planning process, to complete
nomination according to organizational structure. Moreover, to develop the cadre
specialized in Fatwa and supervision committee. Regarding the Palestinian Monetary
Authority, the study recommended that it should build legitimate supervisory committee
dependent from Islamic banks administration so as to make banks committed with the
Islamic legitimate provision. The study also recommended the Palestinian Monetary
Authority to organize conferences related with Islamic banking, and to give opportunity for
the Islamic banks cadre to be in touch with scientists and experts of Islamic economic from
Arab and Islamic countries.
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Tlegals Al Luld) ciliaal) joladl iy
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bugidl > 4.2 ) Cfigmadl s bl (e las dafipe dapn e s lly Japhadil) Giliies dgalsal
Lgidl > 3.4)4ndiye dayy Asie Copadll b Zigadll hball maas oy (5> el
Oe 3] of L Jsaadl WS bl 8 adieddl poaill caa (4,19 > sl
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pbaiill dlee i dgalsal dafidl GUYI e cipaall Ladaglh Slaagll (p Gatil]
Ll ofs (5 = sleadl Jausiall >4.2) Gfigmadl e (e lan dniiye dayn e @jla Sl
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cOfisaall At dgas (e Ve dagiaall ULV o2 Jdl

o Al Al clina dgalsal Ao il L) aaf & La sl o8 Jfaad) 3.2.2.4
? ol 6 Alalal) Lyl Cijluaal)
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@had) | olaal 3 yadl)
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Dl Agay (e Yo Aa i) LY ada J8 cilS ¢ Copeadd) 8 Aidadd) Al ulead) auag

O saall

70




Lupall cluad i) 3.4
t A i) e Auhall il ciluzail) jlis) il cals
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s Olsie S0 cilbadlally Glilggad) as are ol AL Laadl) sl R
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Slagmall (g (0.05>0) ANV (gsise die Aflas) AN ) 3558 a8 YV 1 JgY) Ll

amsall) piall (g5a5 Gl sall Sl dgay (ge plaasd 8 Alaladl LY Cojlad) sy

r Al il e Ay dl) Juadt ) Gl aae 8 (sl

& huladidl) dlee Ciliges G (0.05>0) AVA (g5 dic Ailan) Ao <) 3958 g Y I
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(ONE WAY Analysis of Variance ) L..gﬂA{)_“ celall s Hladl) =56 (9.4) a8 Jeaa
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o5 (ONE WAY Analysis of Variance ) gala¥) golal) Jidas jladl gt ) sl
25 (9:4) &) Usan sl 3 mimge 2 L&0.05 (e ST (AN (s5isa)Sig dad (f
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AND b 338 dsay adey ABED dpiall damdl J Wl 1Y laaa) Al cad Gl
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halal) amsal) el (55 il i Agn (e bl 8 Allal) 2Ly
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ot (ONE WAY Analysis of Variance ) Lﬁm‘\z\ Colal) Jalas Hlial s ) alsay
(12.4) &) Jsas Jsaal) 3 nse 2 WS 0.05 oo €1 (AN g5i) Sig dad (f
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