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Benchmarking practices



Which of the following areas of operations
requires your immediate attention in training
in the next 12 months? (Select all that apply)

Retail banking 32%
et
Capital markets 20%
Corporate - 16%
accauntancy || &%
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32% of industry leaders said that retail requires
immediate attention in training, followed in importance
by investment management (24%), and capital markets
(20%). Corporate and legal/IT and accountancy are
areas requiring less attention.

The two main professional qualifications offered by the
AAOQIFI, the Certified Islamic Public Accountant (CIPA)
and the Certified Sharia'a Adviser and Auditor (CSAA)
have become largely popular and many Islamic bankers
and practitioners have enrolled in these programs. The
Chartered Islamic Finance Professional (CIFP) offered by
the International Center of Islamic Finance Education
(INCEIF) in Malaysia is offered in several countries in the
Middle East. However, the industry has yet to see
qualifications developed in risk management.
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What steps has your firm taken to improve its
human resource management system?
(Select all that apply)

Provide training to Human

0,
Resource Management staff 39%
Develop on the o
job-skills based training 36%
Strengthen the planning, 33%

recruitment & hiring process

Consider redefining of scopes

219
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None of these 15%
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One out of every three Islamic Finance leaders has taken
steps to improve their human resource management
system by providing training to human resource
management staff (39%), developing on the job skills-
based training (36%) and strengthening the planning,
recruitment and hiring process (33%).

While the responses are somewhat adequate, there

is still a sizeable number of IFls (15%) that are not
taking any steps to improve their human resources
management systems (HRMSs). The management of
these IFls are expected to seek assistance and advice on
best practices and effective policies and procedures to
improve their HRMSs.



What is the rate of turnover in your
organization annually?
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Half of the respondents have a turnover of less than
10 people annually in their institutions. 12% of the
IFls have a turnover of more than 50 people annually.

Clearly there is scarcity of Islamic bankers and leaders
in the industry in general, and professionals are often
head-hunted by other or new institutions. This
phenomenon has already impacted several IFls and
caused talent migration to other countries or regions.

Are Islamic Finance institutions properly staffed
with people that have the depth and experience
to cope with the challenges ahead in the industry?
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Only 4% of Islamic Finance leaders agree that Islamic
Finance institutions are properly staffed. Of the
remainder, 15% disagree that Islamic Finance
institutions are properly staffed, while the remaining
81% feel that Islamic Finance institutions are staffed—
with people who have the necessary depth and
experience—to some extent.

The boards and executive management of IFls should
pay more attention to the human capital and talent
development practice. They should provide a clear
strategy roadmap for capacity building in Islamic
Finance. Ideally industry leaders should advocate and
promote competency-based training and leadership
development programs.
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The development of the
industry's infrastructure
and regulatory framework
is of high concern to most
executives who took part
in this survey



Looking ahead

The Deloitte Islamic Finance leaders survey in the
Middle East is the first survey that provides a truly
regional picture of the current market slowdown in
Islamic Finance, reflecting the views of practitioners,
regulators, issuers and investors in the Middle East.

The analysis of the survey shows that while the
economic slowdown is expected to imply negative
growth in general, Islamic Finance is expected to
continue to grow. The development of the industry’s
infrastructure and regulatory framework is of high
concern to most executives who took part in this survey.
Based on an in-depth analysis of the survey results,
Deloitte ME IFKC has identified “red flags” where a
sizable number of IFls are not following industry best
practices. The survey also highlights gaps in key areas
of performance, people, processes, and products and
pinpoints areas where improvement is desirable. To
bridge these gaps and improve and adopt best practices,
we strongly feel that IFls should focus on five priorities:

Developing robust and effective risk
management frameworks

A key operational driver of success in Islamic Finance
practice will likely be building effective enterprise-wide
risk management (ERM) systems that address the
different types of risks faced by IFls and Islamic financial
service offerings. To achieve this, IFls should seek the
assistance of independent professional services to help
them highlight gaps and provide a roadmap of risk-
based systems as well as training and on-going support
to ensure the efficiency of these systems.

Implant corporate governance considerations
into key management processes

Corporate governance will also be an area of intense
interest both to regulators and to IFls and investors. A
leading practice is to adopt internationally-accepted
standards of corporate governance and have policies
and procedures in place to ensure best practices are
followed and implemented. Independent professional
service providers can assist in developing the right
frameworks for IFls and provide support for
implementation plans.

Revising the approval process and structures

of Sharia’a governance

Another anticipated vital development in Islamic Finance
is the Sharia’a governance landscape. Improvement of
the Sharia’a approval process and internal audit systems
can be expected to evolve, and independent Sharia’a
audit advisory would improve compliance and reduce
the Sharia’a compliance risk.

Strategize investment product innovation

IFls are challenged by the lack of a wide range of
Sharia’a-based investment instruments; as a result, their
investment allocations are not well-balanced between
sectors, asset classes and markets. Evidently, IFls are
highly exposed to domestic real estate sectors, local
stock markets, and Government-related entities (GREs).
IFls are required to seek independent investment
advisory services to evaluate and review their investment
strategies and risk-return profile. In parallel, and to
address these challenges, Islamic bankers, industry
practitioners and Sharia'a scholars are expected to
articulate thought leadership initiatives embracing
innovative Sharia'a-based products and services.

Investing in talent, leadership development

and professional excellence

There are various strategies that IFls can adopt to
promote a culture of professional excellence in Islamic
Finance. There must be an unwavering focus on
leadership and talent development. Development
programs in leadership skills and competency-based
training are important methods of capacity building in
Islamic Finance. Professional service firms together with
educational and training organizations offer valuable
expertise in continued professional education (CPE) and
developing young financial leaders programs and
development programs in strategic management skills.
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