INNOVATION AND
GLOBAL ISSUES
CONGRESS V

2019

My, O2-04%, 2009
W Marsiolt Hotel
ANMKARASTUREEY

CONGRESS BOOK

www.inglobe.org

EDITORS
Ragip PEHLIVANLI
L. Karlygash ASHIRKHANOWYA
Prof. Dr. Nurettin BILICI

00006

imilat=lr  inglobetr  inglobelr  swglebe i




@

Mayoz-ny, 2029 Ackara Comgrass Book

EVALUATION OF PARTICIFATION EANKING IN TURKEY OVER
FPEFFOEMANCE AND FOSITIONING AND SUGGESTIONS FOR GEOWTH

Orkun BAYRAM

1 Introduction

Althongh the vast majority of the population i Turkey iz hMuslim, participation banking
has besn assuming very low market chars among the entire banking markst. Due fo the
inappropriate nature of interest-bazad hanking products at conventional banking and the Islamic
baliaft being agzingt the uze of theze types of banking products, it could be expacted that the
participation banking sector should have zt least a:z mnch market share zx the conventionasl
banking; however, in Turkey the reality have been just the oppozite. It is reguired to determine
the causes of this situation and to develop solutions for making the necessary Improvements.
To zatizfy thiz requirament, in thizs study, we wzed twvo different methods to detect the problems
and proposs aolutions. First, interviews wara conducted with senior executives from the sector
and the cumrrent simation of the sector was described. hloreover, evaluations on the homsn
capital and positicwing of the participation banking were obtzinad, along with potetial
inhovations and transferrable applicstions from the other countries.

2 Literature Review

For [slamic banking, what matters most would ba workdngz withoat the factor of interest,
and this zhould be very much abzarbed by all the sharaboldars and stakeholders of Islamnic
banking activities (ez-Jarqa, en-INeccar, 2009: 2§; IMyvazea, 20146: 73}, While the participation
banking iz fonnming and altemate finance svstem to the conventional banking with interast, it
can aleo actoally form an integrated economical syvstam & 3 whols (Drikkaya and Fatval, 2005:
77; Faoferiji, 2019: 71; Abdul-Falmman, 2010 13). A very important advantagsa of Islamic
banking practices is the fact that their interest-frea working principla provides stability in timas
of economic crisis, and thiz phenomenon caused an increase in the interest for participation
banking activities (Fasid, Mizam and Tsmail, 2014: 59}, This pheapomanon is evahuated through
the comparison of critical ratios for participation banks and conventional banks dinng the timas
of economic crisis {Aysan, Dolgun and Turhan, 20015: 1007,

Another reason for the rising interest (8 participation banking iz the investmant desire
i this sector by the Gulf countries through their oil sales (Atar, 2017: 10397, While the
imvestiments come from different counfries, the participation banking activities also develaped
i a2 different way in differset countries. According to the statistics obtained in 1017, the
coumtrias where participation banking has the highest shara in terms of narket shara are [ran,
Sudan, and Brunei. In Iran the market share of participation banking is 100%; thus, all of the
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bankinz activities in Iran and Sudan are within the scope of Islamic banking, whereas in Brunai
the rarket share of Txlamic banking iz slizhitly lowrer than 50% (Atar, 2017: 10410,

3 Findings

In the mbarview results, it was presented that the participation banking sector in Turkey
cannat express the differences betveen imterest-based and their produacts to their costarmer base
and product range and technological mfrastreciure has been shown to be insofficient comparsd
to traditional hanking practices. Purthermore the fact that the sactar i= focuwssd on forsizn
capital and the problems related to having man resoarce with the necessary sensitivity
towards participation banking are demonsiratad. A= for the solution proposzls, it = necessery:
to focus on the wraming and development sctivities of buman resoarces on Islarmic banking
arisnted sensitivities; to follow the techmological developments; to inbroduce fnancial
techhology arientsd innovations; to improve the product range; and to promote thess products
o the customer maszzas o 3 bealthy way by focusing on customer relstionship management.
The need for standardization of participation banking regalations iz 2lzo indicatsd. Then, sarvey
was conducted with employess of various cornpanies and instinations and alzo with houssholds
&z prospeciive participstion banking customers. Throosh the survey, semantic differential
profils evaliations ware made for participation hanks and traditions]l hanks. Aszsessrments of
differances in zcale carpparad to traditional banks shoved that participation banks in Turkey
ware ownly 2ble to make a pozitive difference from the perspaciive of customer Detimnacy and
zentiment; and in most of the other aspects traditional banks have 2 betier imaze.

4 Concluvion

Participation banking iz a relztively newly emerginz feld in the world, especially
compared to tha conventionsl interest-bazed banking practices. Dus to the fact that the busimsass
model of participation banking is interest-fres, it iz guoite resilient at time: of economic crisis.
However, there are 3 lot of improvement opportunities for thiz banking sactor. Ezpecially, if the
comcerns for choot-termn profitabdlity are evaded, then this type of banking maodel coald be 2
hoze support for entrepreneurs if the profitloss share principle iz applied in it full. Smce with
thiz mindset the entreprensurs could be trained and their activitiss could be thoroughly
followed ap. Therefore, this is 2 promuising sector which has not reached its true potentizl yet.
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