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Conversion of traditional banks into Islamic banks in light
of Islamic law

The conversion traditional banks pursue towards the Islamic banking work
takes two main forms, they are:

First, the total conversion (omni conversion), that is converting the whole
bank work and operations to become subject to the rule of the estimable Islamic law.
Second, is the partial conversion, by opening a window, or converting one or more of
the traditional bank's branches, to be assigned for offering banking services
complying with the rule of the estimable Islamic law, or positing Islamic investment
funds, in parallel with the traditional banking services.

No Doubt, that the conversion towards Islamic banking work demands the
necessity of the distinctive adherence to the availability of a set of Islamic legal
regulators primarily in all banking processes, then practical regulators that ensure its
success and viability. Regarding practical regulators that require graduation in
implementation and sound planning of it.

The researcher had used in preparing the study, the inductive methodology,
and the descriptive and analytical methodology. Thesis had come in an introductory
chapter and two parts, and the researcher had concluded it with a set of
recommendations working on facilitating the process of conversion towards Islamic
banking such as: availability of real will for conversion towards Islamic banking,
legitimate commitment, scientific planning, adequate preparation of human staff. and
development of suitable systems and policies.

The study had concluded into results and recommendations, most important of
which are the following:

1) Despite of the importance of traditional banks in the people life, and in
development of the contemporary societies' economy, such banks activity is
stained with a defect leading into its prohibition in the Islamic legal point of
view.

2) Usury conditioning in the agreements leads into its invalidity, subsequently,
such agreements should be terminated, or, eliminating the reason of its
invalidity by excluding the usury conditioned into them.

3) Traditional bank should, upon its conversion into Islamic bank to waiver the
usurious interests that have not been received from the debtors.

4) Regarding usurious interests payable on deposits, the bank may let the choice
in the hands of the depositors on the date of conversion between maintaining
their deposits based on the Islamic legally speculation agreement, or
withdrawing it.

5) The issue of the disagreement about the legality of dealing with the Islamic
branches of traditional banks, is a pure discretionary issue.

6) Islamic investment funds represent one of the most important mean of
traditional banks entry into Islamic banking system market.

Recommendation:
There are constituents necessary for the success of the conversion process
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1- Availability of a real will for conversion towards Islamic banking system:
Thinking in converting traditional banking system into Islamic banking system must
stem out of a real will obliged with all Islamic banking work requirements.

2- Legitimate commitment : The bank management has to appoint independent panels
for legitimate control that should be responsible for advice, verifying the validity of
Islamic banking work in respect of product design, its style of presentation, agreement
formulation, advertising, and promotion.

3- Scientific planning : The success of any work, whether in banking, non banking,
commercial, or charitable, would depend preliminary on how its planning was in
correct scientific style. Such consideration would increase in importance in case of
that profit is the success criteria.

4-  Adequate preparation of human staff : Training to take multiple shapes, as
training may take place internally through resorting for training capabilities available
in the bank within the personnel of the head quarters and bank training centers,
resorting to specialized consulting firms or training centers, with close work relations
with the bank, or through external training centers, or sending them for practical
training in brethren Islamic banks.

5- Developing adequate systems and policies : Due to the differentiation between
traditional banking rules and those of Islamic banking, it is necessary to develop
technical and accounting policies, procedures, and systems in proportion with the
Islamic banking work nature and products, which is not less important than other
issues whether on the Islamic legal side, or on data analysis, and performance
measurement as a guarantee of Islamic banking work success.
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