
i 

 

 
 

 
 

 
 
 
 

Compiled, Classified & Edited By 

Professor Dr. S. M. Ali Akkas 

Dr. M Abdul Aziz 

 

 
 

  



iii 

 

LIST OF CONTRIBUTORS IN THE READING SERIES-5 
(Based on the Date of Publication of the Relevant Contribution) 

 

Sl. 
 

Contributor(s) 
 

Position 

1. Sasho Kozuharov, Jana 

Ilieva, Natasha Ristovska 

University of Tourism and Management Skopje, Republic of Macedonia  

2. Ben Jedidia Khoutem  Assistant in Economics at Institut Supérieur de Comptabilité et 

d’Administration des Entreprises Manouba (Tunisia) 

3. Khadidja khaldi 

 

Amina Hamdouni 

Department of Economics, College of Economics and Administrative Sciences 

Al-Imam Muhammad Ibn Saud Islamic University, Riyadh, Saudi Arabia 

Department of Finance and Investment, College of Economics and 

Administrative Sciences Al-Imam Muhammad Ibn Saud Islamic University, 

Riyadh, Saudi Arabia  

4. Hechem Ajmi  

 

Hassanuddeen Aziz 

 

Walid Mansour  

PhD candidate at the IIUM Institute of Islamic Banking and Finance, International 

Islamic University Malaysia (IIUM).  

Professor at the Faculty of Economics and Management Sciences, International 

Islamic University Malaysia (IIUM). 

Advisor, Financial Sector Development Department, Saudi Arabian Monetary 

Authority 

5. Slaiman Alebrahim The Public Authority of Applied Education and Training, College of Business, 

Kuwait 

6. Samsudin Hazman, Nawawi 

Mohd Nasir, 

Abd Halim Zairihan and Md 

Said Ahmad Syahmi 

 

Universiti Malaysia Terengganu 

7. 
Abu Hanifa Md. Noman University of Malaya, Malaysia 

8. Sabur Mollah 

M. Kabir Hassan 

Omar Al Farooque  

Asma Mobarek  

Stockholm Business School, Stockholm University, Sweden Department of 

Economics and Finance, New Orleans University, USA UNE School of 

Business, University of New England, Australia, Stockholm Business School, 

Stockholm University, Sweden 

9. S. M. Ali Akkas Deputy Chief, Sustainable Human Development Unit, Socio-economic 

Infrastructure Division, Bangladesh Planning Commission, Government of the 

People Republic of Bangladesh 

10. Nosheen 

 

Abdul Rashid 

PhD scholar, NUST Business School, National University of Sciences and 

Technology (NUST), Islamabad, Pakistan; 

Associate Professor, International Institute of Islamic Economics (IIIE), 

International  Islamic University (IIU), Islamabad, Pakistan 

11. Ghassan Hassan B 

Krichene, Noureddine 

Department of Economics, Umm Al-Qura University, Makkah, KSA 

Economist, Ex-expert in IMF, USA 

12. Ahmed Belouafi  
 

 
Chaouki Bourakba 

  
Karima Saci 

 

[Ph.D., Sheffield University, UK] is currently an associate professor of 
Islamic Economics and finance at the Islamic Economics Institute (IEI), King 
Abdulaziz University (KAU). 
Ph.D., Setif University, Algeria is currently an Assistant professor at the 
banking department in Al-Imam Muhammad Ibn Saud Islamic University. 
Ph.D. Liverpool John Moores University, UK is currently an assistant 
professor at Dar Al-Hikma University, Jeddah, Saudi Arabia. 

13. Abu Hanifa Md. Noman University of Malaya, Malaysia 

 

14. IFSB Islamic Financial Services Board 

 
 

https://link.springer.com/article/10.1007/s10693-016-0245-2#auth-Sabur-Mollah
https://link.springer.com/article/10.1007/s10693-016-0245-2#auth-M__Kabir-Hassan
https://link.springer.com/article/10.1007/s10693-016-0245-2#auth-Omar-Farooque
https://link.springer.com/article/10.1007/s10693-016-0245-2#auth-Asma-Mobarek


iv 

 

 

Sl. 
 

Contributor(s) 
 

Position 

15. Mohamed Sharif Bashir Faculty of Business and Management Sciences Sultan Sharif Ali Islamic University, 

Brunei Darussalam 

16. The World Bank Group 

Islamic Development Bank G 

The Global Report on Islamic Finance 2016 

17. Mohamed Bouteraa  

Dr. Raja Rizal Iskandar bin 

Raja Hisham  

 

Dr. Zairani Zainol 

Ph.D. Candidate in Islamic Finance and Banking, Islamic Business School 

(IBS), College of Business, Universiti Utara Malaysia 

Senior lecturer at Islamic Business School, College of Business Universiti 

Utara Malaysia, Kedah, Malaysia. 

Associate Professor & Senior lecturer at Islamic Business School, College of 

Business, Universiti Utara Malaysiaa 

18. Fadzila Azni Ahmad 

Wan Norhaniza Wan Hasan 

Norazilawati Md Dahlal 

 

Centre for Islamic Development Management Studies, Universiti Sains 

Malaysia  

19. Taslima Julia 
Salina Kassim 
 

International Islamic University Malaysia, Kuala Lumpur, Malaysia 
Department of Economics, International Islamic University Malaysia, Kuala 
Lumpur, Malaysia 

20. 
Mariam El Hamiani Khatat International Monetary Fund (IMF) 

21. 
Bijan Bidabad, Professor of economics and chief Islamic banking adviser to Bank Melli Iran 

bijan@bidabad.com http://www.bidabad.com 

22. Muhammad Ayub                   

M. Fahim Khan 

Riphah International University, Islamabad, Pakistan 

Markfield Institute of Higher Education, UK. 

23. M. Mansoor Khan,  
 

M. Ishaq Bhatti 

Business and Regional Enterprise, Mount Gambier Regional Centre, 
University of South Australia, Mount Gambier, Australia, and 
Department of Economics and Finance, School of Business, 
La Trobe University, Melbourne, Australia 

24. Vladimir Novikov 

 

Elena Britikova 

 

Elena Yarushkina 

  

Lydia Kovalenko 

Department of State and Municipal Administration Kuban State Technological 

University Krasnodar, Russia  

Department of Management Kuban State Agrarian University Krasnodar, Russia  

Director of the Institute of Economics, Management and Social Communications 

Academy of Marketing and Social Information Technologies - IMSIT 

(Krasnodar) Krasnodar, Russia   

Department of Management, Kuban State Agrarian University Krasnodar, Russia  

25. Muhammad Usman 

Arshad,Mohammed Effandi 

Yusoff  

Muhammad Sohail Tahi 

Faculty of Management, Universiti Teknologi Malaysia, Malaysi 

Faculty of Management, Universiti Teknologi Malaysia 

 

Faculty of Management, Universiti Teknologi Malaysia, Malaysia 

26. Syed Farhan Shah  

Muhammad Wajid Raza  

Malik Rizwan Khurshid 

 

Shaheed Benazir Bhutto University, Pakistan 

27. Jamshed Y. Uppal 

Inayat U. Mangla 

The Catholic University of America 

Western Michigan University 

28. Volker Nienhaus 

 

Baljeet Kaur 

 

Akram Laldin 

Visiting Professor at the ICMA Centre, Henley Business School, University 

of Reading (UK). 

Managing Director & Vice Chairman of KFH Research Limited (KFHR), the 

Investment Research subsidiary of Kuwait Finance House.    

Executive Director, International Shari’āh Research Academy for Islamic 

Finance (ISRA), Malaysia. 

 

 
  



v 

 

Readings in Islamic Banking                                                                                                                                     

Performance, Efficiency and Stability 
 

Table of Contents 
 

List of Contributors iii 

Table of Contents v 

Introduction ix 

 
 

PART I perspective and performance ISLAMIC BANKING 

 
 

Chapter 1: Perspective of Islamic Banking 01-58 

1. Islamic Banking and its Perspectives                                                                                       
By Sasho Kozuharov, Jana Ilieva, Natasha Ristovska 

 

05-14 

2. Islamic Participative Financial Intermediation and Economic Growth                                                
By Ben Jedidia Khoutem Ben Ayed Nedra  

 

15-26 

3. Islamic Financial Intermediation - Equity, Efficiency and Risk                                                         
By Khadidja khaldi & Amina Hamdouni  

 

27-42 

4. A Literature Review of Financial Contracting Theory from the Islamic and 

Conventional Overviews: Contributions, Gaps and Perspectives 

By Hechem Ajmi, Hassanuddin Aziz & Walid Mansour 

 

43-58 

 

 

Chapter 2: Evaluating Performance of Islamic Banks 61-126 

1. Assessment of Financial Performance and Efficiency of Islamic and Traditional 

Banks in the Post-Crisis Period                                                                                                                            
By Slaiman Alebrahim  

 

61-76 

2. Financial Performance Evaluation of Islamic Banking System: A Comparative Study 

among Malaysian Banks                                                                                                                           
By Samsudin Hazman, Nawawi Mohd Nasir, Abd Halim Zairihan & Md Said Ahmad Syahmi 

 

77-90 

3. An Empirical Investigation of Profitability of Islamic Banks in Bangladesh                              
By Abu Hanifa Md. Noman 

91-104 

4. The Governance, Risk-taking, and Performance of Islamic Banks                                                      
By Sabur Mollah, M. Kabir Hassan, Omar Al Farooque, Journal of Financial Services Research, 2016 

105-126 

 

 

 

  



vi 

 

PART II EFFIENCY, STABILITY AND RESILIENCE OF ISLAMIC BANKING 

 

Chapter 3: Islamic Banking: Efficiency and Stability 127-216 

1. Operation of an Islamic Bank under Conventional Banking Framework: A 

Comparative Efficiency Analysis 

By S. M. Ali Akkas 

131-140 

2.   Business Orientation Efficiency and Credit Quality Across Business Cycle: Islamic 

Versus Conventional Banking. Are There Any Lessons for Europe and Baltic States?                                                                                                                              
By Nosheen and Abdul Rashid  

141-169 

3. Financial Stability of Conventional and Islamic Banks: A Survey                                              
By Ghassan, Hassan B. and Krichene, Noureddine  

 

171-192 

4. Islamic Finance and Financial Stability - A Review of the Literature                                                        
By Ahmed Belouafi, Chaouki Bourakba and Karima Saci 

193-216 

 

 

Chapter 4: Resilience of Islamic Banking 217-266 

1. Islamic Banking: Assessment of Resilience in the Islamic Banking Industry                                                                                            
Islamic Finance Service Industry Report 2019 

219-237 

2. Islamic Finance and Its Contribution to Solving Current Financial Crisis                                                 
By Mohamed Sharuf  

239-248 

3. Islamic Finance: A Catalyst for Shared Opportunity                                                                                                   
In Global Report on Islamic Finance 2016, World Bank Group 

249-265 

 

 

Chapter 5: Social, Green and Sustainable Banking by Islamic Banks 

 

267-304 

1. Green Banking Practices from Islamic and Western Perspective 

By Mohammed Bouteraa, Raza Rizal Iskandar and Zairani Zsinol 

 

269-282 

2. Islamic Green Practices as Catalyst for Islamic Sustainable Development in the 

Industrial Revolution 4.0                                                                                                                                            
By Fadzila Azni Ahmad, Wan Norhaniza Wan Hasan, Norazilawati Md Dahlal  

283-290 

3.  Exploring Green Banking Performance of Islamic Banks vs Conventional Banks in 

Bangladesh Based on Maqasid Al-Shariah Framework 

By Tasnim Julia and Selina Kassim 

291-303 

 
 

  



vii 

 

PART III GLOBAL INTEGRATION, POLICY ENVIRONMRNT AND 

CHALLENGES FOR ISLAMIC BANKING 

 

Chapter 6: Macro-Monetary Policy Environment for Islamic Banking 307-370 

1. Monetary Policy in the Presence of Islamic Banking                                                            
By Mariam El Hamiani Khatat, IMF 

 

309-334 

2. Islamic Monetary Policy and Rastin Swap Bonds                                                                                                                      
By Bijan Bidabad, Professor of economics and chief Islamic Banking Adviser to Bank Melli Iran 

 

335-352 

3. Evolving Monetary Economics in Islamic Perspective 

By M. Ayub & M. Fahim Khan 

353-370 

 
 

Chapter 7: Integration of Islamic Banking into Global Financial System 371-396 

1. Islamic Banking and Finance - On its Way to Globalization                                                                  
By M. Mansoor Khan, M. Ishaq Bhatti 

 

373-388 

2. Islamic Banking in the Global Financial System: Current Situation and Global 

Environment                                                     

By Bladimir Novikov, Elena Britikova, Elena Yarushikina &Lydia Kovalenko 

389-396 

 

 

Chapter 8: Issues, Challenges and the Future of Islamic Banking 397-471 

1. Issues in Transformation from Conventional Banking to Islamic Banking                                           
By Muhammad Usman Arshad, Mohammed Effandi Yusoff, Muhammad Sohail Tahir  

 

399-404 

2. Islamic Banking Cotroversies and Challenges 

By Syed Farhan Shah, Muhammad Wajid Raza & Malik Rizwan Khurshid 

405-411 

3. Islamic Banking and Finance Revisited After Forty Years  

By Jamshed Y. Uppal & Inayet U. Mangla 

413-425 

4. Prospects and Challenges in the Development of Islamic Banking and Finance in 

Bangladesh: A Legal, Regulatory and Enabling Framework Perspective 

By Voker Nienhaus, Baljeet Kaur & Akram Laldin 

427-471 

 

  



ix 

 

Introduction 

Need for developing a series of readings materials on Islamic economics and finance arises from the dearth of academic 

literature or textbooks meant for undergraduate and graduate students at universities particularly in Bangladesh. Islamic 

banking and finance, currently a $3 trillion industry in about 75 countries of the world, is a rapidly growing sector side 

by side with the conventional financial system worldwide. There is a growing interest in the concept, operational 

procedures of Islamic banking as well as its performance, efficiency and stability in particular. This is the 5th of the 10 

readings series dedicated to meet the need of the time.    

A. Structure of the Readings Series-5 
The series including this one are prepared following stylish standard syllabuses fit to the requirements of appropriate 

university level curricula adhering to object-oriented and outcome-based education (OBE) scheme. The 3-part book of 

the series-5 consists of 8 chapters. Contents placed under each part and chapter vividly reflect depth and breadth of the 

content and structure of the reading series.  

Readings in Islamic Banking: Performance, Efficiency and Stability, like other ones in the series, is a compilation of 

judiciously selected professional articles published in journals of international repute. While selecting the articles for a 

chapter from among host of similar articles, due attentions have been paid to authority of the author as well as standard 

and reputation of the journals in which these are published.   An overview on the structure of the book below may provide 

instant sense of what the book is all about. 

The book is structured in four parts: Part I: Perspective and Performance of Islamic Banking; Part II: Efficiency and 

Resilience of Islamic Banking; and Part III: Global Integration, Policy Environment and Challenges for Islamic Banking. 

B. Contents Covered  
I. Perspective in and Performance of Islamic and Conventional Banking 

Part-I, comprised of chapter 1 & 2 of this readings series, illustrates perspective of the development of Islamic banking, 

and participative financial intermediation and financial contracting theory from Islamic and conventional banking 

perspective (Kozuharov et al, 2017; Nedra, 2012; Khaldi et al, 2012; Ajmi et al, 2002) from regional and global 

perspective. While Alebrahim (2019) assessed financial performance and efficiency of Islamic and conventional banks 

in the post-crisis period in global context, Hazman et al (2018) made a comparative performance assessment of the 

banking systems among the Malaysian conventional and Islamic banks. While Noman (2015) conducted an investigation 

on the profitability of Islamic banks in Bangladesh, Mollah et al (2016) studied performance of Islamic banks in terms 

of governance and risk-taking.  

II. Efficiency, Stability and Resilience of Islamic Banking                                                                                                                            

Part II deals with the three most fascinating aspects of banking, particularly from Islamic perspective adding 

comparative conventional baking perspectives to it where and the ways relevant. These are efficiency, stability 

and resilience, the issues of very much contemporary concerns and mass discussed at technical discourses and 

highlighted in local and international media. 

Efficiency and Stability 

Chapter 3 deals with the theorization of banking efficiency analysis framework (Akkas, S. M. A., 1982, 1985, 

& 1996); studies of business orientation, efficiency and credit quality across business cycles (Nosheen & 

Rashid, 2019) and financial stability of conventional and Islamic banking systems (Ghassan & Krichene, 2017 

& Belouafi, Bourakba & Saci, 1993). 

 

Resilience 

Assessment of resilience in the Islamic banking industry (IFSB, 2019), its contribution to solving 
current financial crisis (Bashir, 2010) and role of Islamic finance as a catalyst for shared opportunity 
are studied (World Bank &IsDB, 2016) in Chapter-4. 

Social, Green and Sustainable Banking by Islamic Banks 

Chapter-5 discusses Green banking practices from Islamic and western perspective (Bouteraa, Iskandar and Zsinol,2020); 

Islamic green practices as catalyst for Islamic sustainable development in the Industrial Revolution 4.0 (Ahmad, 

Norhaniza Hasan & Dahlal, 2018); and Exploring green banking performance of Islamic banks vs Conventional banks 

in Bangladesh based on maqasid al-Shari’ah framework (Julia and Kassim, 2020). 



x 

 

III. Global Integration, Policy Environment and Challenges for Islamic Banking 

Macro-Monetary Policy Environment for Islamic Banking 

Chapter-6 studies monetary policy in the presence of Islamic banking (Khatat 2016, IMF); Islamic monetary 

policy and Rastin swap bonds (Bidabad, 2019); and evolving monetary economics in Islamic perspective (Ayub 

& Khan, M. Fahim (2021). 

Integration of Islamic Banking into Global Financial System 

Chapter-7, on the other hand, investigates globalization of Islamic banking and finance (Khan & Bhatti, 2006); and current 

situation and globalization of Islamic banking (Novikov, Britikova, Yarushikina & Kovalenko, 2019). 

Issues, Challenges and the Future of Islamic Banking 

Finally, Chapter-8 concludes with the analysis of issues and challenges of Islamic banking with the recommendations 

for future Islamic banking. 

Arshad, M. U., Yousoff, M. E. & Tahi, M. S (2016) discuss issues in the transformation from conventional 

banking to Islamic banking such as financial stability, regulatory and governance, and the issues related to 

Shariah governance. Shah, S. F., Raza, M. W. & Khurshid, M. R. (2012) deals with Islamic banking 

controversies and challenges. Uppal, J. Y. and Mangla, I. U. (2014), on the other hand, revisited state of the art 

of Islamic banking and finance during the last forty years to identify its global challenges. Islamic Financial 

Service Board (IFSB) made an exclusive study on Bangladesh to look into the prospects and challenges in the 

development of Islamic banking and finance mainly in terms of legal, regulatory and enabling framework 

perspective. 

C. Analysis and Findings 

Studies in this series adopted theoretical as well as empirical and case methods. Chief among these analyses 

are theoretical, statistical, mathematical, referencing and very few are case studies. However, these provide 

ample evidences, though not sufficient, to draw conclusion on the performance, efficiency and stability of the 

Islamic banking and financial system compared to its conventional counterpart. In that case, findings may not 

be certainly of that much conclusive. This is because of the facts that Islamic banking is, though not at nascent, 

still in tethering phase with lots of doings left in theoretical and empirical works. 

For example, Akkas (1985, 1992 and 1996) warned in the eighties and nineties on the inevitable theoretical and 

empirical risks of floating Islamic banks under conventional banking framework with the resulting productive, 

allocative, distributional and stabilization efficiency losses, thereby inviting self-defeating consequences. This 

happens, according to his doctoral thesis, due to lack of legal coverage of PLS-financing and perpetuation of 

conventional banking operation in spite of its non-compliance to aforesaid economic efficiency conditions 

thereby forcing Islamic banks to limit their operations only within conventional type modes of financing.  

Hence, humankind is going to miss an invaluable opportunity of Islamic banking and finance services having 

built-in capability to promote productive, allocative, distributive and stabilization efficiency that Islamic 

finance can offer by adding profit-loss sharing financing modes and establishing a direct connection between 

the financiers and entrepreneurs involved in real economic activities which eliminates/reduces the disrupting 

effects of the internal source cause (debt-financing) of financial crises and business cycles.  

Prominent among other works on the identification of issues and challenges       

D. Conclusion and Recommendations 
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