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ISLAMIC GOVERNANCE
AND ETHICAL FRAMEWORK

OF ISLAMIC BANKS WITH RESPECT

TO FINANCIAL PERFORMANCE:
EVIDENCE FROM QISMUT
COUNTRIES

Abstract

This paper empirically analyzes the influence of the Shariah Supervisory Board (SSB)

and its characteristics on the disclosure of the Islamic Corporate Ethical Identity (ICEI)

among 42 Islamic banks in Qatar, Indonesia, Saudi Arabia, Malaysia, the United Arab

Emirates, and Turkey (collectively referred to as QISMUT) during the period 2019-
2023. The study employs text analysis to measure the extent to which ICEI information

is disclosed in these banks” annual reports, demonstrating a significant increase in such

disclosures over the analyzed period.

The study utilizes descriptive statistics to provide a foundational understanding of the
trends in ICEI reporting. Furthermore, it applies multiple regression analysis to ascer-
tain the relationship between SSB characteristics and ICEI disclosures, controlling for
variables such as bank size, financial performance, and economic performance.

The findings reveal significant disparities in ICEI disclosure rates, with Turkey exhibit-
ing the lowest levels and Saudi Arabia the highest. This variation indicates a notable de-
ficiency in the emphasis on ICEI among Islamic banks within the region. Additionally,
the study highlights a positive correlation between SSB characteristics and ICEI dis-
closure levels. Banks with larger SSBs, possessing diverse expertise, intellect, and repu-
table credentials, tend to show higher ICEI disclosure levels. This suggests that effec-
tive SSBs enhance the governance of Islamic banks, promoting adherence to Islamic
ethical standards. However, intriguingly, the study finds a significant impact of ICEI
disclosure on the financial performance of these banks. In conclusion, Islamic banks
should strengthen governance and improve communication about ICEI disclosures
to enhance transparency, accountability, and alignment with Islamic values, boosting
financial performance.

Keywords Islamic banks, Shariah supervision board, Islamic
corporate ethical identity, corporate financial
performance

JEL Classification G21,D71,G34

INTRODUCTION

The concept of “identity,” as defined in the Indonesian Dictionary,
refers to the distinct characteristics that enable individuals to be
recognized as unique, influenced by visual cues such as clothing
and gestures, alongside deeper attributes like behavior and speech.
Organizations also possess identities, which are crucial for commu-
nicating with stakeholders and distinguishing themselves from others.
Corporate identity articulates what an organization does and encom-
passes its ethical values, behavior, and communication.

Research indicates that a company’s ethical stance is a vital compo-
nent of its corporate identity and can enhance performance. This iden-
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tity includes interdependent characteristics such as organizational philosophy, values, history, strate-
gies, and communication, making it a source of competitive advantage. Additionally, the corporate
governance framework represents an institutional effort to facilitate structured dialogue among com-
panies, shareholders, stakeholders, and public institutions. Its goal is to effectively communicate stra-
tegic directions to external stakeholders and deepen their understanding of an organization’s motives.
Overall, both individual and organizational identities are fundamental for establishing distinctiveness
and fostering trust in various contexts.

This paper explores the critical function of the Shariah Supervisory Board (SSB) in Islamic banks,
concentrating on how the characteristics of the SSB influence the disclosure of the Islamic Corporate
Ethical Identity (ICEI) in Islamic banks in Qatar, Indonesia, Saudi Arabia, Malaysia, Uni Emirate Arab
and Turkey. The SSB, constituted of Shariah scholars, plays a critical role in ensuring compliance with
Shariah principles and fostering ethical governance practices. Their duties include policy development,
authorization of financial operations, and encouraging involvement in social responsibility initiatives,

which are crucial aspects in maintaining the ethical identity of Islamic banks.

1. LITERATURE REVIEW

The basic purpose of stakeholder theory is to assist
firm management in developing additional value
through operational activities while limiting pos-
sible losses for the organization’s stakeholders.
The sustainability of a firm strongly relies on the
support of stakeholders, making it a main empha-
sis for the company to secure their support. Social
responsibility disclosure has proven an efficient
avenue in creating these partnerships (Gray et al.,
1995). In line with the perspective of stakeholder
theory, many companies in developed countries
have incorporated social responsibility practices
into a company’s business strategy. This has led
to increased public expectations of business be-
havior, so companies in developing countries are
also expected to understand the importance of
social responsibility practices. In Islamic institu-
tions, with stakeholders who are dominated by
Muslim societies, of course, expect more disclo-
sure initiatives because they can reflect the ethical
accountability of the organization to its stakehold-
ers. Information disclosed by Islamic financial in-
stitutions in social responsibility will facilitate the
decision-making of stakeholders.

Businesses operating in Muslim communities,
such as Islamic banks, should have more open
disclosure procedures and provide a larger vari-
ety of disclosures, particularly in social and envi-
ronmental operations. Islamic Corporate Ethical
Identity is one type of wider and voluntary ex-
posure. Haniffa and Hudaib (2007) assert that
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the quintessential character of an Islamic bank
should be that of an ethical institution grounded
on Islamic principles, which emphasize the pro-
motion of justice and societal prosperity. An ethi-
cal identity index has been established to assess
the ethical standards of Islamic banks. This in-
strument comprises 78 indicators across eight di-
mensions: vision and mission statement, board of
directors and top management, products and ser-
vices, zakat, charity, and benevolent loans, com-
mitment to employees, commitment to debtors,
commitment to the community, and sharia su-
pervisory board. The dimensions stem from five
principles that differentiate Islamic banks from
conventional banks:

1) core philosophies and values;

2) offering products and services devoid of
interest;

3) limitations on permissible agreements in
Islam;

4) emphasis on developmental and social objec-
tives; and

5) oversight by the Sharia supervisory board
(Haniffa & Hudaib, 2007).

According to Zaki et al. (2014), who extended the
study on Islamic Corporate Ethical Identity and
its relationship to the financial performance of
Asian banks between 2006 and 2010, performance
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is negatively correlated with the disclosure of vi-
sion and mission statements, the board of direc-
tors and top management, zakat, alms, and soft
loans, as well as the sharia supervisory board. In
contrast, performance is positively correlated with
the disclosure of goods and services and dedica-
tion to employees. The Sharia Supervisory Board
(SSB) ensures investors the conformity of Islamic
banks with Islamic rules and values.

The need for SSB services originates from the per-
ceived necessity to continually analyze changes in
banking operations (and in accounting) and despite
being opposed to Islamic principles (Karim, 1995).
The SSB’s principal purpose is to support Islamic
banks in formulating policies and regulations based
on Sharia principles and norms, to legalize financial
transactions from a legal aspect, and to design bank
agreements for future transactions that correspond
to Islamic standards. Unique qualities of Islamic
banks must be explained to strengthen corporate
governance processes. Therefore, SSB is the most
crucial aspect that differs between Islamic and con-
ventional banks (Farook et al., 2011). Previous re-
search has revealed that the existence of SSBs and
their features have enhanced the quality of moni-
toring and have increased the level of disclosure of
social responsibility among Islamic banks (Farook
et al,, 2011). It may be claimed that Islamic banks
that have a strong SSB tend to provide more social
responsibility material in their annual reports. So,
the possibilities of the corporation will also share
optional information such as Islamic Corporate
Ethical Identity broadly.

The Islamic governance score (IGSCORE) for
Islamic banks represents the whole effect of the
existence of SSB and its features. The score reflects
the dichotomous features of SSB, namely the num-
ber of SSB members, cross memberships, educa-
tional qualifications, reputation of SSB members,
and expertise of SSB members. Empirical research
on corporate governance shows that board size
can affect control, monitoring, and disclosure lev-
els (Rahman & Bukair, 2013; Akhtaruddin et al.,
2009; Chaganti et al., 1985). Although there is no
restriction on the number of SSB members, the rec-
ommended amount is three to seven. According
to AAOIFI requirements, the average number of
SSB members in Islamic banks is three. More SSB
members will provide more effective supervision
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and be more consistent with Sharia rules and val-
ues. According to Chen and Jaggi (2000), a high-
er number of councils can lessen the potential of
information asymmetry. In addition, more board
members can help lessen ambiguity and lack of
knowledge (Birnbaum, 1984).

Another facet of corporate governance is that
boards of commissioners can sit on more than one
board (Haniffa & Cooke, 2002), which is some-
times referred to as Cross Membership. There is
evidence that Cross Memberships make informa-
tion more transparent by comparing knowledge
gained from different firms (Dahya et al., 1996);
and because choices taken in one board might be
part of the information for decisions in another
board (Haat et al., 2008; Haniffa & Cooke, 2002).
Furthermore, increasing the number of SSB mem-
bers will lead to an increase in their understand-
ing of the implementation of Sharia principles for
business reporting, including enhanced disclosure
of social responsibility. Education may be a pow-
erful institutional instrument in shaping account-
ing ideas and practices (Gray, 1988). Furthermore,
schooling may be employed as the only indicator
of professional level (Grace et al., 1995). According
to Wallace and Cooke (1990), “raising a country’s
level of education might improve political aware-
ness and demand for corporate accountability.

Previous studies have indicated that boosting the
degree of knowledge of SSB members enhances the
amount of CSR disclosure by Islamic banks (Farook
et al,, 2011). To execute the unique role that SSB
members are expected to play, SSB members must
have awareness of Islamic law, economics, and fi-
nancial and accounting systems, which will enable
them to comprehend not just Sharia problems but
also legal and economic difficulties. SSB members
with doctorates have exhibited exceptional out-
comes in consequences for banks, notably in CSR
reports. The results of Farook et al. (2011) demon-
strate that reputation plays an essential role in as-
sessing the extent of social responsibility disclosure
among Islamic banks. Therefore, renowned think-
ers are more likely to persuade Islamic banks to re-
veal more information on social responsibility.

SSB members must be independent to earn the

trust of investors and the public in managing
Islamic financial institutions, and to offer a clear
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religious picture of the organization. Unlike the
board of directors, members of the sharia super-
visory board are scholars in Islamic commercial
jurisprudence and have the necessary expertise in
the field of Islamic financial institutions (A AOIFI,
2005), to enable them fulfilling their responsibili-
ties to oversee the internal control and financial re-
porting of Islamic banks. Empirical evidence from
prior studies (McDaniel et al., 2002; McMullen &
Raghunandan, 1996) suggests that the audit com-
mittee’s financial knowledge can impact the qual-
ity of financial reporting. As indicated previously,
the roles of SSB and the audit committee are fairly
similar. Therefore, it is desired that SSB members
with economic or accounting understanding may
push Islamic banks to publish more information
concerning ICEI in their annual reports.

In the context of disclosure, CEI is additional in-
formation supplied by the corporation and is op-
tional. A company’s choice to reveal CEI has several
motivations, which numerous studies have shown
to indicate that the advantages gained from infor-
mation disclosure can decrease the information
asymmetry that is proportionate to the expenses
spent (Healy & Palepu, 2001). A study by Reddy
and Gordon (2010) results in discrepancies in out-
comes between the two nations. In Australian cor-
porations, sustainability reporting has a substantial
effect on a company’s financial success. In contrast,
in New Zealand, there is no substantial influence
of sustainability reports on a company’s financial
success. Vollono (2010) assessed corporate social
responsibility disclosure by the corporate social re-
sponsibility disclosure index and financial perfor-
mance factors quantified by ROA. The study sample
included 622 companies from the US Fortune-1000
list. The results of the study reveal a favorable asso-
ciation between social responsibility and Corporate
Financial Performance (CFP). Empirical research
demonstrates that social responsibility may pro-
mote reputation, brand, and trust in organizations,
attract consumers and workers, and eventually
raise company profitability and value (Jones, 1995;
Porter & Kramer, 2006, 2011; Fatchan & Trisnawati,
2018; Wahyono et al., 2019; Daud et al., 2023). Past
research gives evidence that voluntary disclosure
can increase the performance of an organization.

Based on these considerations, the suggested hy-
potheses are as follows:

http://dx.doi.org/10.21511/bbs.20(3).2025.05
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HI:  There is a positive influence between Islamic
Governance and Islamic Corporate Ethical
Identity (ICEI) in Islamic banks in QISMUT
countries.

Hla: There is a positive influence between the
Number of SSB Members and Islamic
Corporate Ethical Identity (ICEI) in Islamic
banks in QISMUT countries.

HIb: There is a positive influence between the ex-
istence of Cross Memberships and Islamic
Corporate Ethical Identity (ICEI) in Islamic
banks in QISMUT countries.

Hlc: There is a positive influence between
SSB Education Qualification and Islamic
Corporate Ethical Identity (ICEI) in Islamic
banks in QISMUT countries.

HIid: There is a positive influence between the
existence of Reputable SSB Members and
Islamic Corporate Ethical Identity (ICEI) in
Islamic banks in QISMUT countries.

Hle: There is a positive influence between the ex-
pertise of the Sharia Supervisory Board and
the Islamic Corporate Ethical Identity (ICEI)
in Islamic banks in QISMUT countries.

H2: There is a positive influence between
Islamic Corporate Ethical Identity (ICEI)
and Corporate Financial Performance (CFP)
in Islamic banks in QISMUT countries.

2. METHOD

Islamic banks serve roughly 38 million people
globally, with two-thirds of customers concen-
trated in seven countries: Qatar, Indonesia, Saudi
Arabia, Malaysia, UAE, Turkiye, and Bahrain.
Excluding Bahrain, the six additional nations are
among the 25 fastest-expanding markets in the
world connected to Islamic banking. These six na-
tions are now recognized through new titles be-
cause of their speed in establishing the suprem-
acy of the Islamic-based finance industry. They
are known as QISMUT: Qatar, Indonesia, Saudi
Arabia, Malaysia, United Arab Emirates, and
Turkey (Ernst & Young, 2013). The population
of this study is Sharia-based banks operating in
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QISMUT nations (Qatar, Indonesia, Saudi Arabia,
Malaysia, United Arab Emirates, and Turkey).
Ernst and Young (2013) projected that these six
countries will become key drivers of global Islamic
finance in the future. Research on Islamic banks
operating in QISMUT countries is essential due to
their leading position in the global Islamic bank-
ing landscape. These nations are not just expand-
ing their own financial markets but also shaping
the future of Islamic finance worldwide.

The study of these markets can shed light on the
factors driving the success of Islamic banking,
particularly in emerging economies, and help de-
termine the broader implications for financial sys-
tems around the world. Additionally, the diversity
within the QISMUT countries offers a unique op-
portunity to study how cultural, economic, and
political factors influence the development and
regulation of Islamic banking. From the Middle
Eastern landscape of Qatar and Saudi Arabia
to the Southeast Asian markets of Malaysia and
Indonesia, and the European presence of Turkey,
the different contexts within which Islamic banks
operate provide a comprehensive understanding
of the industry’s global reach (Siddiqi, 2014). This
geographical and cultural diversity enriches the
understanding of how Islamic banking adapts to
local needs and how these adaptations might in-
form the practices of Islamic financial institutions
in other regions. The innovative financial products,
services, and regulatory frameworks developed in
these countries serve as models for others consid-
ering the implementation of Islamic banking sys-
tems. As pioneers in Islamic finance, these nations
are setting benchmarks for the industry. By study-
ing the governance structures, ethical frameworks,
and financial performance of Islamic banks in
QISMUT countries, researchers can identify best
practices and strategies for growth that can be ad-
opted globally (Igbal & Mirakhor, 2011).

Furthermore, the regulatory environment in these
countries provides valuable insights into the gov-
ernance of Islamic finance. The distinct regulatory
frameworks developed in QISMUT countries offer
lessons in overcoming the challenges of integrat-
ing Sharia-compliant principles into mainstream
financial systems. These experiences demonstrate
how diverse approaches to Shariah governance
can serve as important references for other nations
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seeking to strengthen or develop their Islamic
banking systems (Asri et al., 2020).

Based on this, the study sets specific criteria for
population selection, namely:

1) Islamic banks operating in QISMUT coun-
tries between 2019 and 2023;

2) Islamic banks that consistently published an-
nual reports between 2019 and 2023, available
on their official websites; and

3) Annual reports that are available in English.

Research data were taken from the yearly financial
accounts of Islamic banks. Based on the sample
selection procedure utilizing a purposive sam-
pling technique, 42 Islamic banks in the QISMUT
region were selected that matched the sample re-
quirements for 5 years of observation. Therefore,
this study involved 210 observations.

In this study, ICEI was assessed using the Ethical
Identity Index (EII) created by Haniffa and Hudaib
(2007) with the following formula:

ZX i (1)
Ell, =2

j s
s n.
J

where EII]_ refers to the Ethical Identity Index, n,
represents the number of constructs or items dis-
closed by company j, with n, < 78,and X, = 1 if the
construct or item is disclosed, and 0 if the con-
struct or item is not disclosed.

The independent variable in this study is the
Islamic Governance Mechanism, which is mea-
sured using IGSCORE. IGSCORE is obtained
based on the total value of each Sharia Supervisory
Board (SSB) characteristic. Each SSB characteris-
tic is measured dichotomically as follows: a value
1 if there is an SSB, and 0 if not; 1 if there are more
than five SSB members, and 0 if not; 1 if there are
SSB members who have membership elsewhere
(Cross Memberships), and 0 if not; 1 if SSB mem-
bers have a doctorate qualification, and 0 if not;
1 if there are experts in good standing, and 0 if
not; 1 if there are members who have experience
in Islamic bank institutions, and 0 if not.
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Independent Variable

Operationalization

Islamic Governance — Sharia Supervisory Board

i Number of SSB characteristics

Dichotomy: 1 for banks with 3 or more members, and 0 less than 3

Dichotomy: SSB members with cross memberships —1, 0 if not

Dichotomy: SSB members with doctoral qualifications — 1, 0 if not

i Dichotomy: Reputable SSB members: 1, 0 vice versa (SSB reputation is an SSB member who has
i served in AAOIFI and has had at least one SSB membership)

SSB expertise bank institutions,0 if not

Dichotomy: 1, if there is at least one SSB member with experience and knowledge about Islamic

Control Variable

Bank Size

i Natural logarithm of total assets

Economic Performance

Natural logarithm of gross domestic product per capita (GDP)

The Corporate Financial Performance (CFP) vari-
able in this study is measured using Return on
Average Assets (ROAA). Accounting-based fi-
nancial performance measures are generally con-
sidered as an indication of past or short-term fi-
nancial performance. In contrast, market-based
measures reflect future or long-term financial per-
formance (Gentry & Shen, 2010). It is important
to note that ROAA serves as a key indicator of a
bank’s financial performance and managerial effi-
ciency, as it measures how well management can
generate profits from assets and how efficiently it
manages assets to generate revenue. This study us-
es the average asset value to allow for the analysis
of asset changes over the fiscal year. This ratio has
been recognized in financial literature as one of
the most fundamental and frequently used perfor-
mance ratios in banking (Dietrich & Wanzenried,
2011). In another study, such as that conducted by
Platonova et al. (2016), which examined the im-
pact of corporate social responsibility disclosure
on financial performance with a focus on Islamic
banks in the Gulf Cooperation Council (GCC) re-
gion, ROAA was also used as a proxy to measure
bank financial performance.

This study uses total assets as a control variable.
This variable is assessed using the natural loga-
rithm of total assets transformed into US dollars
at the end of the year using the applicable ex-
change rate. Firm size (SIZE) has been utilized as
a control variable in earlier research on social dis-
closure (Berrone et al., 2007). In this study, gross
domestic product (GDP) is used to adjust for a
country’s degree of economic growth (Samuelson
& Nordhaus, 1989) and is commonly acknowl-
edged as a measure of the overall quality of the in-

http://dx.doi.org/10.21511/bbs.20(3).2025.05

stitutional environment. In addition, GDP is also
utilized as a primary determinant of a country’s
national economic performance. Previous empiri-
cal studies have revealed no association between a
country’s economic status as defined by economic
performance and CSR disclosure across Asian en-
terprises from seven different nations (Chambers
et al., 2003). Therefore, no link is predicted be-
tween GDP and ICEI disclosure by Islamic banks
in the QISMUT area.

3. RESULTS

3.1. Description of variables

Based on Table 2, regarding the descriptive statis-
tics of ICEI disclosure variables in the QISMUT
region, there are four countries with an average
level of ICEI disclosure in Islamic banks above
50%, namely Indonesia, Saudi Arabia, Malaysia,
and UAE, with a percentage of 56.25%, 57.72%,
54.31%, and 54.45%, respectively. Meanwhile, the
lowest ICEI disclosure rate of 26.27% was found
in Turkey and also shows each component of
ICEI disclosure, namely the vision and mission
statement dimensions, BOD and top manage-
ment, products, zakat, charity and good loans
(zakat, charity and benevolent loans), employees
(employees), debtors (debtors), community (com-
munity), and sharia supervisory board (shari’ah
supervisory board). In the dimensions of the vi-
sion and mission statement, overall, the average
value is 62.67%. From these data, Islamic banks
in the UAE made an average (median) disclosure
with the highest percentage of 74.07% (66.67%).
Whereas Islamic banks in Qatar and Turkey, on
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average (median), only revealed the financial and
investment components of 61.11% (58.33%) and
31.85% (25.93%). The average (median) disclo-
sure of financial and investment components in
Islamic banks in Indonesia, Saudi Arabia, and
Malaysia is not much different, namely 70.71%
(63.64%), 71.60% (70.37%), and 68.63% (60.78%).

The second component of the ICEI dimension dis-
closure is BOD and top management. The average
value on the BOD and top management dimen-
sions in Islamic banks in the QISMUT region is
50.41%. Islamic banks in Indonesia make an aver-
age (median) disclosure with the highest percent-
age of 57.90% (56.64%). Meanwhile, Islamic banks
in Turkey revealed the BOD dimension and top
management at 24.62%. Furthermore, the third
component of ICEI disclosure is the product. On
average, Islamic banks in the QISMUT region
made disclosures of 52.76%, with the highest (low-
est) percentage of disclosures found in Islamic
banks in Saudi Arabia (Turkey) at 65.56% (29.33%).

The next components of ICEI disclosure are za-
kat, charity, and soft loans. Disclosure items in the
components of zakat, charity, and soft loans; the
average disclosure of these items in Islamic banks

in the QISMUT region is 37.50%. Islamic banks in
Indonesia make the highest disclosure of 42.67%.
Meanwhile, Islamic banks in Turkey only revealed
17.78%. On average, Islamic banks in each coun-
try do not disclose the source and use of qard al-
hassan and endorsement from SSB regarding the
source and use of zakat according to Sharia.

The fifth ICEI disclosure component is the employ-
ee dimension in the employee component, con-
sisting of appreciation of employees, number of
employees, policies regarding equality in getting
opportunities, employee welfare, training, and ap-
preciation for employees. The average disclosure
of these items in Islamic banks in the QISMUT
region was 56.81%. Islamic banks in Saudi Arabia
made the highest disclosure at 71.36%. Meanwhile,
Islamic banks in Turkey only revealed 28.15%. On
average, Islamic banks in each country do not dis-
close the number of employees and their policy on
equality in getting the opportunity.

In the debtor dimension, overall, the average value
is 52.65%. From these data, Islamic banks in Qatar
made an average (median) disclosure with the
highest percentage of 65.00% (62.50%). Whereas
Islamic banks in Malaysia, on average, are not

Table 2. Descriptive statistics of Islamic Corporate Ethical Identity (ICEI)

QISMUT countries
ICEI disclosure Qatar Indonesia Saudi Arabia | Malaysia UAE Turkey &
component ~ Mean  Max Mean  Max Mean = Max Mean  Max  Mean  Max Mean Max &5
(%) (Median): (Min) {(Median): (Min) (Median). (Min) (Median) (Min) :(Median): (Min):(Median): (Min) 2
Overall 973 5825 T STT2 T BA3L SRS 2827 e
disclosure ©(48.75) i — (52.24) - i (60.04) i —  (5401) i — : (55.61) | — : (1878) i -
Disclosures per component

Visionand . 6111 6667 7071 8384 7160 8519% 6863 . 7407% 8519 3185 6667
mission H H H H H H H ; ; ; H : 62.67
statement (58.33) i(55.56); (63.64) :(58.59): (70.37) (54.32)% (60.78) : . (66.67) : i (25.93) i(18.52)
BODandtop | 5500 5962 5790 6084 5709 59.83% 5474 4923% 5385 2462 5128
_Mmanagement 1 (5577) [(51.92) (56.64) 1(55.24) (58.97) {52.99)% (53.85) (48.72) {46.15) (2051) {1538)
roduct 5150 6750 5400 6182 6556 72.22% 5633 5267% 5667 2933  70.00
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (52:50) :442:50): (57.27) :(46.36); (6444) {58.89)% (54.17) (36.67) {4667 (20.00) {1667)
Zakat, charity, 3767 :5833: 426/ 16121: 3600 :162.22%: 3567 3778 i

and soft loans (20.00)i (47.27) (42.22) {(15.56)% (43.33) (46.67)
""""""""""" ‘ 50.00...6.3“7.88 7136 7531% 63.70 65.19%.“

Employee AT R Bl iret A 0 £
,,,,,,,,,,,,,,,,, (44.44) :(41.67); (7172) :(33.54); (74.07) (58.02)% (6574) (66.67) (59.26) (18.52) (18.52)
eber 6500 (6875 5455 (6364 5889 69.44% 6042 5000 5833. 2333 5000
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (62.50) :(62.50): (52:27) :(52.27); (61.11) {44.44)% (60.42) (30.00) {(41.67) (1667) (1667)

. 40.71 :71.43: 51.43 . 50.16 :73.02%: 46.67 53.33% . . .

Community e LR 2R 20T TR LA R B iese SO eon e vttt
""""""""""" (39.29) (25.00): (55.84) :(42.86): (50.79) i(38.10)%: (50.00) (57.14) {(42.86)

Sharia ~ : 418 . 68.18: 5091 :16198: 5111 :59.60%: 48.33 1.53.33% :8364:

Supervisory : : : : : H H H H

Board (38.64) (31.82)} (52.07) : . (51.52) {(45.45)% (46.97) ! - (54.55)
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Table 3. Descriptive statistics of variables
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Variable

ROA

SIZE (USD)

LN Asset

GDP per capita (USD)

LN GDP

All countries (N = 210)

Mean 0009 i 18244 ¢

0.010 9,827
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 0169 134
Std. Dev. 0.022 24,885

Qatar (N = 20)

Mean 0019 . 23561 . 23777 55,502 10.924
Median 0.019 25,125
Minimum 0 0025 38409
Maximum 0014 10540
Std. Dev. 0.004 10,532
Mean -0002 1,995
Median 0.005 726

0051 7807
Maximum 0169 . 134
Std. Dev. 0.036 2,381

Saudi Arabia (N = 45)

Mean 0016 47083 . 2438 20000 9903
Median 0.016 28,039 24.057 19,999 9.903
Minimum ©00% . 11985 2559 . 20501 . 988
Maximum 0.002 12,061 23.213 19,503 9.878
R — 0002 i S P - N 15 S

Std. Dev.

Malaysia (N = 60)

B 22888 2202
207 22388

M

“Minimum 47656 | 24587 41,501 )

Maximum 0002 11239 1 23143 . 3950 . 10584

Std. Dev. 15,195 758 0.019
Turkey (N = 15)

Mean 0.012 23682 23.888 . 30001

..I\/Iedian

Std. Dev.

LA3AT

L2388

much different, namely only disclosing debtors
at 60,42%. Furthermore, the seventh component
of ICEI disclosure is the Community. On aver-
age, Islamic banks in the QISMUT region made
disclosures of 48.50%, with the high percentage
of disclosures at Islamic banks in three countries,
namely Indonesia, Saudi Arabia, and the UAE,
which were 51.43%, 50.16%, and 53.33%, respec-
tively; whereas Islamic banks in Turkey only re-
vealed the community dimension of 31.43%.

http://dx.doi.org/10.21511/bbs.20(3).2025.05

The final component in ICET is the Sharia Supervisory
Board dimension. Disclosure items in the Islamic su-
pervisory board component; the average disclosure
of these items in Islamic banks in the QISMUT re-
gion is 46.69%. Islamic banks in the UAE made the
highest disclosure at 53.33%. Meanwhile, Islamic
banks in Turkey only revealed 23.64%. On aver-
age, Islamic banks in each country do not disclose
reports of product defects: specific and detailed and
recommendations for correcting defects in products.
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Overall, the ICEI component most widely reported
by Islamic banks is the vision and mission state-
ment dimensions and the least is the zakat, charity
and soft loan components. Meanwhile, the aver-
age level of ICEI disclosure in Islamic banks in the
QISMUT region ranged from 48.29% to 57.83%.

Table 3 shows the descriptive statistics of the re-
search variables. Based on the data in the table, the
average value of Islamic bank financial perfor-
mance in the QISMUT region, which is proxied
by the level of return on average assets (ROAA), is
0.009%. Islamic banks in Qatar have the best aver-
age ROAA of 0.019%, while Indonesia has an aver-
age of —-0.002%, which means bank management is
less efficient in managing assets to generate profits.

Data on the size of Islamic bank assets (SIZE) shows
that the average number of assets in Islamic banks
in the QISMUT region is USD 18,244 million. The
average largest number of assets is in Islamic banks
in Saudi Arabia, with a total of USD 47,083 mil-
lion. Meanwhile, per capita gross domestic product
(GDP) data have been transformed using natural
logarithms, with an average value of 9.67 or USD
123,162. The highest GDP is owned by Qatar with
an average of USD 55,502, and the lowest GDP per
capita is owned by Indonesia, USD 3,662.

Table 4. Descriptive statistics of dummy variables

Variable  Yes(1): N (%)  No (0) N (%) Total
Number of SSB members (NSSB) 5

Al Countries 155 738 55 262 210
Qatar 1 i 128
Indonesia 20 36 35 63
SaudiArabla 45 100 0 0
Malaysia o i55...i9L7 5 .83
UAE 15 100 0 0
Turkey s e e
SSB Cross Membership (CROSS)
All Countries {135 1643 75 357
Qatar 1575 5 25 2
Indonesia 35 63.6 36.4
SaudiArabla 40 889 5 111
Malaysia o i25..ALT 351583
UAE 15 100 0 0
Turkey s
SSB Education Qualifications (PHD)
All Countries {195 1929 15 71
Qatar 1575 5. 25 2
_Indonesia 3. 100 0. ...i0..
Saudi Arabia 45 0 0
Malay5|a T
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Variable Yes (1): N (%) i No (0) : N (%) : Total

AR et et d00 Qi

Turkey 33.3 10

SSB’s Reputation (REP)
AllCountries 40 19 170 81 1210
Qatar A TS S i
Indonesia 0 0 55 100 55
SeudiArabia 20 444 25 856 45
Malaysia 0 0 60 100 60
UAE 5 33300667 15
Turkey i 0 :0.0 :15 100 15
SSB Expertise (ESSB)

AllCountries 195 929 15 (71 1210
Qatar AT G5B 1
Indonesia 55 100 0 0 55
SeudiArabia 45 100 0 0 45
Malaysia .80 1100 0 .0 .80 .
UAE 322200 20O LE
Turkey i 5 :33.3 10 :166.7 15

Based on Table 4, regarding descriptive statistics
of categorical variable disclosure of SSB charac-
teristics in the QISMUT region, the characteris-
tics possessed by SSB consist of the number of SSB
members (NSSB), the presence of cross member-
ship (CROSS), educational qualification of SSB
members (PHD), reputable SSB members (REP),
and SSB expertise (ESSB).

The first characteristic is that the number of
SSB members shows that banks in the QISMUT
region have more than three SSB members
(73.8%). Islamic banks in Qatar, Saudi Arabia,
and the UAE have more than 2 SSBs with 100%
disclosures, or all banks in the country have
more than two SSBs, while the lowest is found
in Turkey, which is only 33.3%. The next charac-
teristic is the presence of SSB cross-membership
members. Banks in the QISMUT region that
have SSB cross membership members amounted
to 64.3%, mostly in Qatar, Saudi Arabia, and the
UAE, which have SSB members who also serve
in other companies. Meanwhile, the lowest dis-
closure of CROSS was found in Turkey, which
was only 33.3%.

The third characteristic is the level of education
possessed by SSB (PHD). Overall, almost all
countries possess an SSB that has a doctoral de-
gree, accounting for 92.9 % of banks that have
an SSB with a doctoral degree. Furthermore, the
fourth characteristic is the reputation held by
SSB members (REP). The country average that
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revealed these characteristics was 19%, so that
it became the SSB characteristic with the lowest
disclosure value. Islamic banks in Qatar make the
highest disclosure of 75%, while those that do not
report the characteristics are Indonesia, Malaysia,
and Turkey.

The last characteristic component is the expertise
possessed by SSB members, namely, SSB members
who have knowledge and experience about bank
institutions. The average value of this acquisition
is 92.9%, or almost all banks in the QISMUT re-
gion report ESSB characteristics, but only Qatar
(75%) and Turkey (33.3%) do not.

3.2. Results of the analysis
of the impact of Islamic
Governance and Islamic
Corporate Ethical Identity

Based on the test results of the regression
model shown in Table 5, hypothesis 1 (HI)
was declared supported because the coefhi-
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3.3. Results of the analysis
of the impact of Number of SSB
Members, Cross Membership,
SSB Education, SSB Reputation,
SSB Expertise, and Islamic
Corporate Ethical Identity

Table 6 shows that the hypotheses Hla, Hlc, H1d,
and Hle have coefficients of NSSB, PHD, REP,
and ESSB values that are positive, 0.057, 0.142,
0,74, and 0.237, which are significant at the 5%
level so declared supported. That is, the existence
of SSB members who have the same position in
other companies, as well as those who have a repu-
tation, doctoral education, and experience in the
field of Islamic banking, economics, or account-
ing, has proven to have a positive effect on ICEI
disclosures in Islamic banks. Meanwhile, the
SIZE and LNGDP control variables (0.878 > 0.05)
were proven not to affect the relationship between
NSSB, CROSS, PHD, REP, ESSB, and EII.

Table 6. Testing regression, model 2

cient of the Islamic Governance variable was Model U'::s:::ﬁiai;:'::d csi
ey . . oae 1g.
positive (0.045) and significant at the 5% lev- B std. error g
el. Disclosure of Islamic Governance is proven T oo 0295 | ' 3811 0018
to have a positive effect on Islamic Corporate  wsss 0057 0023 2497 0014**
Ethical Identity (ICEI). Meanwhile, the control ~ CROSS 46
variable that was proven to have a significantef- .PHD__ .
fect on the relationship between IGSCORE and REP : e
. ) . ESSB : £4.712 :0.000%**
EIl in this regression model was LNGDP (0.009 Control Variable
< 005) The SIZE variable has no effect because SIZE i -0.021 0.000 +0.154: 0.878
it has a P value >0.05. INGDP . —6510 . 0012 -1721. 0.087
. . Dependent Variable: Ell
Table 5. Testing regression, model 1 N f p210 : -
. s L s
Model Coefficients t Sig. Squared . 0.532 : -
5 Tstd Ervor i
(Constant) 0663 ¢ 0109 : 6053 : 0.000 o o
""""""""""""""" : o Note: *** significant at P < 0.01, ** significant at P < 0.05,
IGSCORE 0.045 0.009 5083 | 0.000*** & Gonificant at P < 0.1,
Control Variable
SIZE. ...-toi2 - o000 -0210 0834  3.4.Results of the analysis
LNGDP 0032 D012 200 000 of the effect of Islamic Corporate
Dependent Variable: Ell . .
N 0 - Ethical Identity and Corporate
Rsquared 0135 - S Financial Performance
Adjusted R Squared | 0.123 - e
F Statistic {10762 i (P<0.001) ! -

Note: *** significant at P < 0.01, ** significant at P < 0.05,
* significant at P < 0.1.
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Based on the output of the regression model test-
ing results shown in Table 7, hypothesis 2 (H2) is
declared supported because the coefficient of the
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Islamic Corporate Ethical Identity variable is
positive (0.022) and significant at the 5% level.

Table 7. Testing regression, model 3

Unstandardized

Model Coefficients t Sig.
B std. error
{Constant)  .....70:057 : 0018  .-3:224: 0001
Ell 0.022 0.010 2.283 0.023**
Control Variable

SZE ... 1088 0000 11669 0097
LNGDP 0.006 0.002 3.141 | 0.002%**

Dependent Variable: ROAA
Rsquared 00123 =
_Adjusted R Squar Fotemne B SO
F Statistic 9641 | (P<0.001) : -

Note: *** significant at P < 0.01, ** significant at P < 0.05, *
significantat P < 0.1;

In the third regression model, LNGDP (0.002 <
0.05), becomes the control variable, which is prov-
en to have a significant effect. The SIZE variable
has no effect because it has a sig value. > 0.05.

4. DISCUSSION

The results of the first hypothesis test give em-
pirical evidence of a positive effect between
Islamic Governance transparency and Islamic
Corporate Ethical Identity, as evaluated by EII.
This illustrates that the higher the level of Islamic
Governance transparency, the more and wider the
information given regarding Islamic Corporate
Ethical Identity in Islamic banks.

The relevance of the aggregate SSB score demon-
strates that SSB and its features are key determi-
nants in influencing ICEI disclosure. This conclu-
sion is in accordance with the study by Farook et
al. (2011), which revealed that IGSCORE is a key
factor determining the amount of social respon-
sibility disclosure. This suggests that SSBs with
more members, cross-membership, PhD creden-
tials, strong reputations, and more suitable knowl-
edge and experience may be more successful in
monitoring and managing Islamic bank activities
connected to social concerns in compliance with
Islamic principles and laws.

These findings imply that the combination of SSB
internal qualities contributes to more effective su-
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pervision, which in turn enhances conformity with
Sharia principles and laws and supports higher lev-
els of ICEI disclosure. In addition, these results
are in line with Rahman and Bukair (2013), who
discovered an effect of SSB traits on the amount
of social responsibility disclosure. They stated that
Islamic banks disclose information about social re-
sponsibility because of the existence of SSB and its
membership, not merely as part of a bank’s obliga-
tions to the public based on the principles of ac-
countability and full disclosure, which should be
the guidelines for these banks.

The initial hypothesis test examining the rela-
tionship between the number of SSB members
(NSSB) and the quality of ICEI disclosure yields
compelling empirical evidence of a positive cor-
relation. This finding underscores the notion that
an increased SSB membership enhances over-
sight and fosters more comprehensive discussions,
thereby elevating the effectiveness of ICEI disclo-
sures. While this result aligns with prior research
by Rahman and Bukair (2013), Akhtaruddin et al.
(2009), Fakhruddin et al. (2020) and Chaganti et
al. (1985), it further suggests that a larger SSB can
promote greater attentiveness and meticulous-
ness within the disclosure process, ultimately for-
tifying organizational transparency.

This positive association resonates with recent
studies emphasizing that an optimal SSB size
contributes significantly to improved communi-
cation, oversight, and decision-making (Lipton &
Lorsch, 1992; Raheja, 2003; Zulfikar et al., 2023;
Fatchan et al., 2023). Consequently, ensuring an
adequate number of SSB members is pivotal in
enhancing the quality of social responsibility
disclosures, highlighting the vital role of a well-
structured SSB in fostering organizational ac-
countability and integrity.

The first hypothesis testing on the characteristics
of cross-membership (CROSS) provides empirical
evidence that there is no influence of cross-mem-
bership on those who have ICEIL The coefficient
value suggests no significant effect, indicating
that an increase in ICEI disclosure is not corre-
lated with a greater likelihood of cross-member-
ship within the SSB in Islamic banks. This find-
ing contradicts the study conducted by Farook
et al. (2011), which suggests that SSB members
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with cross-membership exhibit greater openness
in debating the implementation of Islamic law in
banking. However, in this case, cross-member-
ship does not appear to significantly influence the
disclosure of social responsibility, particularly in
the context of ICEI

Although cross membership where board mem-
bers serve on multiple corporate boards has
been argued to facilitate knowledge sharing and
improve transparency (Dahya et al., 1996), this
study’s findings suggest that such arrangements
do not necessarily enhance governance quality;
in fact, empirical evidence from international re-
search indicates that cross membership can lead
to conflicts of interest, entrenchment, and reduced
independence of directors, which may impair the
effectiveness of oversight and decision-making
(Aguilera et al., 2020). For example, highlight that
multiple directorships often increase the risk of
divided loyalties and limit the ability of directors
to perform their duties objectively, ultimately un-
dermining transparency rather than promoting it.
Aguilera et al. (2020) found that cross member-
ship could sometimes concentrate power among
a few directors, thus restricting the diversity of
perspectives and weakening accountability mech-
anisms. These findings challenge the notion that
cross membership automatically improves gover-
nance outcomes and emphasize the complexity of
its impact across different legal and institutional
contexts.

Testing the first hypothesis on the characteristics
of SSB education qualifications (PHD) provides
empirical evidence that there is an influence of the
educational qualifications held by SSB members on
ICEI disclosure. The results of this study are consis-
tent with the findings of Farook et al. (2011), Ujunwa
(2012), Francis et al. (2015) and Fauzan et al. (2021).

In the same way to the findings of other inves-
tigations, this one supports those of Assenga
et al. (2018), Jhunjhunwala and Mishra (2012),
and Kim and Rasheed (2014) who show the in-
fluence between educational qualifications and
disclosure of social responsibility, and the find-
ings support arguments that educational quali-
fications can provide knowledge and skills that
are important for monitoring, advising, and de-
cision making (Jhunjhunwala & Mishra, 2012;
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Kim & Rasheed, 2014) to disclose reporting on
social responsibility, specifically ICEI.

The first hypothesis testing on the reputation char-
acteristics of SSB members (REP) provides empiri-
cal evidence that there is an effect on the ICEI dis-
closure. A positive value for the coefficient implies
a positive influence, meaning that the more ICEI
disclosures there are, the more likely it is that this is
a result of the standing of SSB members in Islamic
banks. These findings support the study by Farook et
al. (2011), which indicates that reputation is a signifi-
cant factor in determining how much social respon-
sibility is disclosed by Islamic banks. Therefore, cred-
ible SSBs tend to encourage Islamic banks to provide
additional information regarding social responsibil-
ity, notably Islamic corporate ethical identity.

The first hypothesis test about the Shariah
Supervisory Board (SSB) members’ expertise offers
empirical proof that the supervisory board’s knowl-
edge affects ICEI disclosure. There is a positive as-
sociation between the expertise of SSB members and
ICEI reporting, suggesting that the more respected
the SSB members are, the higher the level of ICEI
disclosure. This conclusion is similar to the work by
Rahman and Bukair (2013), which reveals that the
expertise of SSB members influences social responsi-
bility disclosures. SSB members with knowledge and
experience in finance are more effective in complet-
ing their obligations compared to those without such
knowledge. Additionally, Islamic banks with SSB
members who are finance specialists will be more
transparent and ethical in revealing their activities
to stakeholders and the public.

The second hypothesis test in this study demon-
strates that the ethical identity of Islamic enterpris-
es positively affects the financial performance of
Islamic banks, as indicated by the significance val-
ue being less than alpha. This conclusion supports
stakeholder theory, suggesting that Muslim stake-
holders may perceive the social responsibility disclo-
sure of Islamic banks in ICEI as a genuine reflection
of the bank’s commitment to Islamic values in its
operations.

The findings of this study align with earlier re-
search by Vollono (2010), Jones (1995), and Porter
and Kramer (2006, 2011), which indicates a posi-
tive relationship between CSR performance and

69



Banks and Bank Systems, Volume 20, Issue 3, 2025

business value. Several studies, such as those by
Margolis et al. (2009), Matsumura et al. (2011),
Dhaliwal et al. (2011), and Plumlee et al. (2010),
also support this positive association. Moreover,
a recent study by Izzo and Magnanelli (2012) ac-
knowledges that CSR performance can be associ-
ated with increased financial benefits, although it

also highlights potential challenges such as high-
er debt costs. Nevertheless, the overall evidence
from this study confirms that Islamic corporate
ethical identity efforts contribute positively to the
financial outcomes of Islamic banks, reaffirming
the strategic value of ethical and social responsi-
bility initiatives.

CONCLUSIONS

The study explores the relationship between the financial performance of Islamic banks in the QISMUT
region, comprising Qatar, Indonesia, Saudi Arabia, Malaysia, the United Arab Emirates, and Turkey, and
the characteristics of sharia supervisory boards (SSBs) alongside the disclosure of Islamic corporate ethical
identity (ICEI). The analysis reveals that the average level of ICEI disclosures among the banks ranges from
31.43% to 57.72%. Notably, Turkey reports the lowest level of ICEI disclosure, while Saudi Arabia leads with
the highest rates.

The study further indicates that specific parameters of SSBs are positively correlated with higher ICEI disclo-
sure levels. Larger SSBs, PhD credentials, strong reputations, and a wealth of knowledge and experience tend
to provide more effective oversight. This enhanced supervision ensures that Islamic banks adhere to their
operational norms as mandated by Islamic law, consequently leading to better ICEI disclosures.

The observed positive correlation between ICEI (Islamic Corporate Ethical Disclosures and Information) re-
porting and the financial performance of Islamic banks suggests that transparent communication of ethical
and religious commitments plays a vital role in the banks’ overall success. Enhanced ICEI disclosures serve as
a signal of integrity and ethical conduct, which can bolster stakeholder confidence, including customers, in-
vestors, regulators, and partners. When stakeholders perceive the bank as transparent and faithful to Islamic
principles, they are more likely to develop trust, leading to increased customer loyalty and retention, which
directly impacts revenue streams.

Moreover, transparent ICEI reporting can improve operational efficiency by fostering internal cultures
aligned with Islamic ethical standards, encouraging responsible banking practices that reduce risks and en-
hance long-term sustainability. Such transparency also reinforces a bank’s reputation as a responsible and
principled institution committed to ethical finance, which can differentiate it within a competitive mar-
ket. This improved reputation can attract ethically motivated investors and strategic partners who prioritize
value-driven investment, thereby increasing the bank’s access to funding and collaboration opportunities.

Furthermore, consistent and comprehensive ICEI disclosures may also comply with regulatory expectations
and international best practices, positioning the bank as a leader in Islamic finance governance. This proac-
tive stance can lead to better regulatory support, reduced legal and compliance risks, and ultimately a positive
impact on the bank’s financial outcomes. In summary, thorough ICEI reporting acts not only as a reflection
of ethical commitment but also as a strategic tool that enhances stakeholder trust, reputation, and opera-
tional performance, thereby fostering improved financial results for Islamic banks.

AUTHOR CONTRIBUTIONS

Conceptualization: Fatchan Achyani, Ilham Nuryana Fatchan, Zuni Barokah.
Data curation: I[lham Nuryana Fatchan, Fuad Hudaya Fatchan.
Formal analysis: Ilham Nuryana Fatchan, Zuni Barokah, Fuad Hudaya Fatchan.

70

http://dx.doi.org/10.21511/bbs.20(3).2025.05



Funding acquisition: Fatchan Achyani.

Banks and Bank Systems, Volume 20, Issue 3, 2025

Investigation: Zuni Barokah, Fuad Hudaya Fatchan.
Methodology: Fatchan Achyani, Ilham Nuryana Fatchan, Zuni Barokah.
Project administration: Fatchan Achyani.

Software: [Tham Nuryana Fatchan, Fuad Hudaya Fatchan.

Supervision: Fatchan Achyani, [lTham Nuryana Fatchan, Zuni Barokah.

Validation: Fatchan Achyani, Zuni Barokah, Fuad Hudaya Fatchan.
Visualization: Ilham Nuryana Fatchan, Fuad Hudaya Fatchan.
Writing - original draft: Fatchan Achyani, Ilham Nuryana Fatchan, Zuni Barokah, Fuad Hudaya

Fatchan.

Writing - reviewing & editing: Fatchan Achyani, Ilham Nuryana Fatchan, Zuni Barokah, Fuad Hudaya

Fatchan.

REFERENCES

1. Accounting and Auditing Or-
ganization for Islamic Financial
Institutions (AAOIFI). (2005). Ac-
counting, Auditing and Governance
Standards for Islamic Financial
Institutions. Manama, Bahrain.
Retrieved from https://aaoifi.com/
feature/accounting-auditing-and-
governance-standards/?lang=en

2. Aguilera, R. V, Judge, W. Q.,, &
Terjesen, S. A. (2018). Corporate
governance deviance. Academy
of Management Review, 43(1),
87-109. https://doi.org/10.5465/
amr.2014.0394

3. Akhtaruddin, M., Hossain, M. A.,
Hossain, M., & Yao, L. (2009).
Corporate Governance and
Voluntary Disclosure in Corpo-
rate Annual Reports of Malaysian
Listed Firms. Journal of Applied
Management Accounting Research,
7, 1-20. Retrieved from https://
www.researchgate.net/publica-
tion/237435847_Corporate_Gov-
ernance_and_Voluntary_Disclo-
sure_in_Corporate_Annual_Re-
ports_of Malaysian_Listed_Firms

4. Asri, M. N. M, Siraj, M. A., Migh-
fari, E. R., & Firli, R. N. (2020).
Shariah governance in Islamic
financial institutions in Indone-
sia and Malaysia: A compara-
tive analysis. Journal of Islamic
Finance, 9(2), 146-154. https://doi.
org/10.31436/jif.v9i2.492

5. Assenga, M. P, Aly, D., & Hus-
sainey, K. (2018). The Impact of
Board Characteristics on the Fi-
nancial Performance of Tanzanian
Firms. Corporate Governance.

http://dx.doi.org/10.21511/bbs.20(3).2025.05

10.

The International Journal of Busi-
ness in Society, 18(6), 1089-1106.
http://doi.org/10.1108/CG-09-
2016-0174

Berrone, P, Surroca, J., & Tribé,

J. A.(2007). Corporate Ethical
Identity as a Determinant of

Firm Performance: A Test of the
Mediating Role of Stakeholder Sat-
isfaction. Journal of Business Ethics,
76, 35-53. https://doi.org/10.1007/
$10551-006-9276-1

Birnbaum, P. (1984). The Choice
of Strategic Alternatives Under In-
creasing Regulation in High Tech-
nology Industries. Academy of
Management Journal, 27(3), 489-
510. Retrieved from https://jour-
nals.aom.org/doi/10.5465/256041

Chaganti, R. S., Mahajan, V., &
Sharma, S. (1985). Corporate
Board Size, Composition and
Corporate Failures in Retailing
Industry. Journal of Management
Studies, 22(4), 400-417. http://
doi.org/10.1111/}.1467-6486.1985.
tb00005.x

Chambers, E., Chapple, W., Moon,
J., & Sullivan, M. (2003). CSR in
Asia: A Seven Country Study of
CSR Website Reporting (Working
Paper No. 09-2003). Institute for
Responsibility and Sustainabil-

ity in Global Business (Chapple).
Retrieved from https://www.
academia.edu/2433064/CSR_in_
Asia_A_seven_country_study_of
CSR_website_reporting

Chen, C.J., & Jaggi, B. (2000).
Association Between Independent
Non-Executive Directors, Family

11.

12.

13.

14.

15.

Control and Financial Disclosures
in Hong Kong. Journal of Ac-
counting and Public Policy, 19(4-5),
285-310. http://doi.org/10.1016/
S0278-4254(00)00015-6

Dahya, J., Lonie, A. A., & Power, D.
M. (1996). The Case for Separating
the Roles of Chairman and CEO:
An Analysis of Stock Market

and Accounting Data. Corporate
Governance: An International
Review, 4(2), 52-68. http://doi.
org/10.1111/j.1467-8683.1996.
tb00136.x

Daud, R., Meutia, I., & Yuniarti,

E. (2023). Eco-Efficiency and Fi-
nancial Performance: An Evidence
from Indonesian Listed Company.
Riset Akuntansi ¢ Keuangan
Indonesia, 8(1), 12-22. https://doi.
0rg/10.23917/reaksi.v8il1.21606

Dhaliwal, D. S., Li, O. Z., Tsang, A.,
& Yang, Y. G. (2011). Voluntary
Nonfinancial Disclosure and the
Cost of Equity Capital: The Initia-
tion of Corporate Social Respon-
sibility Reporting. The Accounting
Review, 86, 59-100. https://doi.
0rg/10.2308/accr.00000005

Dietrich, A., & Wanzenried, G.
(2011). Determinants of Bank
Profitability Before and Dur-

ing the Crisis: Evidence from
Switzerland. Journal of Interna-
tional Financial Markets, 21(3),
307-327. http://doi.org/10.1016/j.
intfin.2010.11.002

Ernst & Young. (2013). World
Islamic Banking Competitive-
ness Report 2013-2014. Ernst
& Young, UK. Retrieved from

7



Banks and Bank Systems, Volume 20, Issue 3, 2025

16.

17.

18.

19.

20.

72

https://www.mifc.com/docu-
ments/6319173/6353179/EY_Wor
ld+Islamic+Banking+Competitive
ness+Report+2013+-+2014.pdf

Fakhruddin, I., Jusoh, M. A., & 21.

Noerwani, N. M. (2020). Influ-
ence Cross Membership and
Qualifications of the Shariah
Supervisory Board’s Towards
the Shari’ah Compliance Related
SSB Information. Advances In
Business Research International

Journal, 6(1), 20-24. Retrieved 22.

from https://ir.uitm.edu.my/id/
eprint/33022/1/33022.pdf

Farook, S., Kabir Hassan, M., &
Lanis, R. (2011). Determinants

of Corporate Social Respon-
sibility Disclosure: The Case

of Islamic Banks. Journal of
Islamic Accounting and Business
Research, 2(2), 114-141. http://doi.

org/10.1108/17590811111170539 23.

Fatchan, F. H., Mahandani, P.

H., Fatchan, I. N., & Achyani, F.
(2023). Family and Politics to
Related Party Transaction in Indo-
nesia’s Mining Companies: Does
Corporate Governance Matter? Ri-
set Akuntansi & Keuangan Indone-

sia, 8(2). https://doi.org/10.23917/  24.

reaksi.v8i2.2902

Fatchan, I. N., & Trisnawati, R.
(2018). Pengaruh Good Corpo-
rate Governance Pada Hubungan
Antara Sustainability Report

Dan Nilai Perusahaan (Studi
Empiris Perusahaan Go Publik
di Indonesia Periode 2014-2015)

[The Influence of Good Corporate 5.

Governance on the Relationship
Between Sustainability Reports
and Company Value (Empirical
Study of Publicly Listed Compa-
nies in Indonesia 2014-2015)].
Riset Akuntansi & Keuangan
Indonesia - Indonesian Accounting

& Finance Research, 1(1). (In Indo-  26.

nesian). Retrieved from https://
journals.ums.ac.id/index.php/
reaksi/article/view/1954/1396

Fauzan, E, Arsanti, P. M. D., &
Fatchan, I. N. (2021). The Effect of
Financial Distress, Good Corpo-

rate Governance, and Institutional 27.

Ownership on Tax Avoidance
(Empirical Study of Manufactur-
ing Companies in the Consumer
Goods Industry Sector Listed on
the Indonesia Stock Exchange

for the 2016-2019 Period). Riset
Akuntansi & Keuangan Indonesia,
6(2). http://doi.org/10.23917/
reaksi.v6i2.16126

Francis, B., Hasan, 1., & Wu,

Q. (2015). Professors in the
Boardroom and Their Impact on
Corporate Governance and Firm
Performance. Financial Manage-
ment, 44(3), 547-581. http://doi.
org/10.1111/fima.12069

Gentry, R.]., & Shen, W. (2010).
The Relationship Between Ac-
counting and Market Measures of
Firm Financial Performance: How
Strong Is It? Journal of Managerial
Issues, 22(4), 514-530. Retrieved
from https://asu.elsevierpure.com/
en/publications/the-relationship-
between-accounting-and-market-
measures-of-firm-f

Grace, M., Ireland, A., & Dunstan,
K. (1995). Board Composition,
Non-Executive Directors’ charac-
teristics and Corporate Finan-

cial Performance. Asian-Pacific
Journal of Accounting, 17, 121-158.
http://doi.org/10.1080/10293574.1
995.10510481

Gray, R, Kouhy, R., & Lavers,

S. (1995). Corporate Social

and Environmental Report-

ing: a Review of the Literature
and a Longitudinal Study of

UK Disclosure. Accounting,
Auditing, and Accountability
Journal, 8(2), 47-77. http://doi.
0rg/10.1108/09513579510146996

Gray, S. J. (1988). Towards A
Theory of Cultural Influence on
the Development of Account-
ing Systems Internationally.
Abacus, 24(1), 1-15. http://doi.
org/10.1111/j.1467-6281.1988.
tb00200.x

Haat, M. H. C., Abdul Rahman, R.,
& Mahenthiran, S. (2008). Cor-
porate Governance, Transparency
and Performance of Malaysian
Companies. Managerial Auditing
Journal, 23(8), 744-778. http://doi.
0rg/10.1108/02686900810899518

Haniffa, R. M., & Cooke, T.
E. (2002). Culture, Corporate
Governance and Disclosure in
Malaysian Corporations. Aba-
cus, 38(3), 317-349. http://doi.
org/10.1111/1467-6281.00112

28. Haniffa, R., & Hudaib, M. (2007).
Exploring the Ethical Identity of
Islamic Banks via Communica-
tion in Annual Reports. Journal
of Business Ethics, 76(1), 97-116.
http://doi.org/10.1007/s10551-
006-9272-5

29. Healy, P. M., & Palepu, K. G.
(2001). Information Asymme-
try, Corporate Disclosure, and
the Capital Markets: A Review
of the Empirical Disclosure
Literature. Journal of Accounting
and Economics, 31(1-3), 405-440.
http://doi.org/10.1016/S0165-
4101(01)00018-0

30. Igbal, M., & Mirakhor, A.
(2011). An introduction to
Islamic finance: Theory and
practice. Wiley Finance. http://doi.
org/10.1002/9781118390474

31. Izzo, M. E, & Magnanelli, B. S.
(2012). Does it Pay or Does Firm
Pay? The Relation between CSR
Performance and the Cost of
Debt. SSRN, Working Paper Series.
Retrieved from http://ssrn.com/
abstract=1986131

32. Jhunjhunwala, S., & Mishra, R.
K. (2012). Board Diversity and
Corporate Performance: The
Indian Evidence. IUP Journal
of Corporate Governance, 11(3),
71-79. Retrieved from https://
papers.ssrn.com/sol3/papers.
cfm?abstract_id=2173107

33. Jones, T. M. (1995). Instrumental
Stakeholder Theory: A Synthe-
sis of Ethics and Economics.
Academy of Management Re-
view, 20(2), 404-437. https://doi.
org/10.2307/258852

34, Karim, R. A. A. (1995). The
Nature and Rationale of a Con-
ceptual Framework for Finan-
cial Reporting by Islamic Banks.
Accounting and Business Research,
25(100), 285-300. http://doi.org/10
.1080/00014788.1995.9729916

35. Kim, K. H., & Rasheed, A. A.
(2014). Board Heterogeneity,
Corporate Diversification and
Firm Performance. Journal of
Management Research, 14(2), 121-
139. Retrieved from https://www.
proquest.com/openview/521be0f7
020b140f60c581271d47d95d/1

http://dx.doi.org/10.21511/bbs.20(3).2025.05



36.

37.

38.

39.

40.

41.

42.

43.

Lipton, M., & Lorsch, J. W. (1992).
A Modest Proposal for Improved
Corporate Governance. The
Business Lawyer, 48(1), 59-77.
Retrieved from http://www.jstor.
org/stable/40687360

Margolis, J. D., Elfenbein, H. A.,

& Walsh, J. P. (2009). Does it pay
to be good ... and does it matter?
A Meta-Analysis of the Relation-
ship between Corporate Social
and Financial Performance. SSRN.
Retrieved from https://papers.ssrn.
com/sol3/papers.cfm?abstract_
id=1866371

Matsumura, E., Prakash, R., & Ve-
ra-Mufoz, S. (2013). Firm-Value
Effects of Carbon Emissions and
Carbon Disclosures. The Account-
ing Review, 89(2), 695-724. http://
doi.org/10.2308/accr-50629

McDaniel, L., Martin, R. D., &
Maines, L. A. (2002). Evaluating
Financial Reporting Quality: The
Effects of Financial Expertise vs.
Financial Literacy. The Accounting
Review, 77(s1), 139-67. http://doi.
org/10.2308/accr.2002.77.s-1.139

McMullen, D., & Raghunandan,
K. (1996). Enhancing audit com-
mittee effectiveness. Journal of
Accountancy, 182, 79-81. Retrieved
from https://www.proquest.com/
openview/ba0258b42f302448b-
1656b39540e51fe/1.pdf

Platonova, E., Asutay, M., Dixon,
R., & Mohammad, S. (2016). The
Impact of Corporate Social Re-
sponsibility Disclosure on Finan-
cial Performance: Evidence from
the GCC Islamic Banking Sector.
Journal of Business Ethics, 151(2),
451-471. http://doi.org/10.1007/
s10551-016-3229-0

Plumlee, M., Brown, D., Hayes, R.,
& Marshall, R. (2015). Volun-

tary Environmental Disclosure
Quality and Firm Value: Further
Evidence. Journal of Accounting
and Public Policy, 34(4), 336-361.
http://doi.org/10.1016/j.jaccpub-
pol.2015.04.004

Porter, M. E., & Kramer, M. R.
(2006). Strategy and Society: The
Link Between Corporate Social
Responsibility and Competitive
Advantage. Harvard Business
Review, 84(12), 78-92. Retrieved
from https://hbr.org/2006/12/

http://dx.doi.org/10.21511/bbs.20(3).2025.05

44,

45.

46.

47.

48.

49.

50.

Banks and Bank Systems, Volume 20, Issue 3, 2025

strategy-and-society-the-link-
between-competitive-advantage-
and-corporate-social-responsi-
bility

Porter, M. E., & Kramer, M. R.
(2011). The Big Idea: Creating
Shared Value. How to Reinvent
Capitalism and Unleash a Wave of
Innovation and Growth. Harvard
Business Review, 89(1-2), 62-

77. Retrieved from https://hbr.
org/2011/01/the-big-idea-creat-
ing-shared-value

Raheja, C. G. (2003). The Interac-
tion of Insiders and Outsiders

in Monitoring: A Theory of
Corporate Boards. Vanderbilt
University, Owen Graduate School
of Management. http://dx.doi.
org/10.2139/ssrn.251594

Rahman, A. A., & Bukair, A. A.
(2013). The Influence of the
Shariah Supervision Board on
Corporate Social Responsibility
Disclosure by Islamic Banks of
Gulf Co-operation Council Coun-
tries. Asian Journal of Business and
Accounting, 6(2). Retrieved from
https://ajba.um.edu.my/article/
view/2678

Reddy, K., & Gordon, L. (2010).
The Effect of Sustainability
Reporting on Financial Perfor-
mance: An Empirical Study Using
Listed Companies. Journal of Asia
Entrepreneurship and Sustainabil-
ity, 6(2), 19-42. Retrieved from
https://hdl.handle.net/10289/7658

Samuelson, P. A., & Nordhaus, W.
D. (1989). Economics (13th ed.).
New York: McGraw Hill Book
Company.

Siddiqi, M. N. (2014). Riba, Bank
Interest, and the Rationale of Its
Prohibition. Islamic Economics
Studies, 16(1), 15-26. Retrieved
from https://www.iefpedia.
com/english/wp-content/up-
loads/2009/09/RIBA-BANK-
INTERESTAND-THE-RATIO-
NALE-OF-ITS-PROHIBITION.
pdf

Ujunwa, A. (2012). Board
Characteristics and the Financial
Performance of Nigerian Quoted
Firms. Corporate Governance: The
International Journal of Business in
Society, 12(5), 656-674. https://doi.
org/10.1108/14720701211275587

51.

52.

53.

54.

55.

Vollono, R. (2010). Doing Well
by Doing Good: The Empirical
Relationship between Corporate
Social Responsibility and Fi-
nancial Performance (Doctoral
Thesis). Georgetown University.
Retrieved from https://reposi-
tory.digital.georgetown.edu/han-
dle/10822/553949

Wahyono, W., Novianto, A. N., &
Putri, E. (2019). The Effect of CSR
Disclosure, Corporate Governance
Mechanism, Auditor Indepen-
dence, Auditor Quality, and Firm
Size on Earning Management.
Riset Akuntansi & Keuangan, 4(3).
Retrieved from https://journals.
ums.ac.id/index.php/reaksi/ar-
ticle/view/9339

Wallace, R. S. O., & Coocke, T.

E. (1990) The diagnosis and
resolution of emerging issue in
corporate disclosures practices.
Accounting and Business Research,
20(78), 143-151. https://doi.org/10
.1080/00014788.1990.9728872

Zaki, A., Sholihin, M., & Barokah,
Z.(2014). The Association of
Islamic Bank Ethical Identity and
Financial Performance: Evidence
from Asia. Asian Journal of Busi-
ness Ethics, 3(2), 97-110. https://
doi.org/10.1007/s13520-014-
0034-7

Zulfikar, Z., Purbasari, H., &
Puspawati, D. (2023). Exploration
Study of Sharia Corporate Gover-
nance Disclosure on Bank Annual
Report of Sharia Business Unit.
Riset Akuntansi & Keuangan, 6(1).
https://doi.org/10.23917/reaksi.
v6i1.14094

/3



Banks and Bank Systems, Volume 20, Issue 3, 2025

APPENDIX A

Table A1l. List of Islamic banks included in the sample
No.

Bank Name Description " No. Bank Name Description

i Provides Islamic banking services in
i Saudi Arabia with a focus on retail and
orporate banklng

(QlB) Qatar A leading bank in Qatar providing

: . ) ! X 22 i (BAB)B Bi
Islamic Bank  ; Sharia-compliant banking services i (BAB) Bank Al Bilad

Known for offerlng Islamic banklng
i services in Qatar, focusing on retail and 23
; corporate banking ;

i One of Saudi Arabla S Iargest banks
: offering a wide range of Islamic
financial services

(NCB) National
Commercial Bank

(MAS) Masraf
Al-Rayan

; (Qiig) Qatar ¢ A major Islamic bank in Qatar offering a : (SHB) Saudi Hollandi i A major bank in Saudi Arabia offering
3 : |International : . . : P24 : ; . ) .
. range of Sharia-compliant services Bank Sharia-compliant financial products
Islamic Bank
(ABQ) Ahli Bank Provides Sharla compliant f‘manCIaI (AIBB) Affin Islamic : A Malaysian bank offering a full range
4 services in Qatar, including retail and 25 . ) ) . }
Qatar Bank Berhad of Sharia-compliant financial services
corporate bankmg
(BMI) Bank One of Indonesia’s prominent Islamic (ALIBB) Alliance A Iea_dlng Islamic bank .|n M_alays!a,
5 Muamalat o ) ) P26 A i providing comprehensive financial
) : banks, specializing in retail banking H i Islamic Bank Berhad :
Indonesia : : i services
(BSM) Bank A key player in Indonesia’s Islamlc : (BIMB) Bank Islam One ofthe Iargest Islamlc banks in
6 i banking sector, providing a variety of | 27 . i Malaysia, offering retail and corporate
Syarlah Mandiri Malaysia Berhad .
: financial products banking
(BMS) Bank A part of Bank Mega, focusing on (M5) Kuwait Fmance An international Islamic bank providing
7 ; . A . ) ) 28 i House (Malaysia) o . A
Mega Syariah i Islamic banking services in Indonesia H Berhad comprehensive financial services

C(BRIS) Bank o A
Rakyat The Islamic banking arm of BRI, of‘ferlng i (M6) Bank Muamalat i Provides Sharia-compliant banking
) : a full range of Sharia-compliant i29 . H L .
Indonesia H H Malaysia Berhad  : services in Malaysia
) LA LA NS
(BBS) Bank Speuallzes in Islamic banking and (M7) CIMB Islamic A sub5|d|ary of CIMB Bank of‘ferlng
kopin;yariah' inance services in In‘d‘oneaa Bank Berhad Iamlc banki
(BNIS) Bank o )
Negara 5The I_slam|c d|y|5|on of BNI,.offermg_ : (M8) Hong Leong  : Part of the Hong Leong Group, offering
10 . banking solutions in compliance with 31 ; ) . . ) )
Indonesia ) Islamic Bank Berhad : Islamic banking solutions in Malaysia
A Sharia law
S A s ———— b ——
(JBaJV\E/;:)BZ?'Qt A regional bank offering Sharia- D3y (M9) HSBC Amanah { HSBC’s Islamic banking arm, offering a
i compliant products and services : i Malaysia Berhad i range of Sharia-compliant services
..... Banten Syanah : "~
B B i
(BCAS) ank BCA’s Islamic banking division, (M10) Maybank The |§Iam|c A anking arm (.) Maybank,
12 Central Asia . A ) 33 ) offering a wide range of financial
. providing retail and corporate bankmg Islamic Berhad
..... Syar]ah WWH'.SerVWeS
(BVS) Bank Offers IsIamlc banking services in . (M11) OCBC Al-Amin OCBC’s Islamlc banklng d|V|5|on
13 ¢ Indonesia with a focus on community : 34 i offering comprehensive financial
Victoria Syarlah : H H Bank Berhad H
......... . . ,..P?f‘k'”g o SOlUtioNs
MBS) Maybank | : A Malaysian bank offering Islamlc : (M12) Public Islamic Public Bank S Islamlc banklng unlt
14 . i banking services with an international : 35 : offering a variety of Sharia-compliant
H Syariah H H Bank Berhad H
...... ) i presence services
(BP[,)S) Bank i Ajoint venture bank offering Sharia- (M13) RHB Islamic ETheISIamlc banklng unlt Of RHBGroup,
15 Panin Dubai A ) ) ) i 36 i offering retail and corporate banking
:compllant financial solutions : ; Bank Berhad

el’VICe

Syariah

ne ofthe Iargest Islamic banks in ‘
: Saudi Arabia, focusing on retail and P37
i corporate services :

H(AB) Annrna ASaudl Arabian bankﬁaﬁerlng Sharia- 38 (U2) Emirates Islaknic

Bank i compliant banking solutions Bank

Aleading Islamlc bank in the UAE
: providing Sharia-compliant financial
services

(U1) Dubai Islamic
Bank

(ARB) Al Rajhi

16 Bank

iOne ofthe Iargest Islamlc banks in the
UAE, offering comprehensive services

An Islamic bank in the UAE providing
retail and corporate banking services

(BAJ)Bank i Provides Islamic banking services

Allazira 'éacross Saudi Arabia 3 (U3) Al Hilal Bank

i A major bank in Saudi Arabia, oﬁerlnga (T1) Albaraka Turk i Provides Islamic banking services in

BB) Rlyéé ank  variety of Islamic financial products. 40 Participation Bank _(Turkey
(GIB) Gulf o . o o : ‘ ‘ .
20 International A multinational bank based in Bahraln, T (T2) Turkiye Finance : A Turkish bank offering Sharia

Bank i providing Islamic financial services H i Participation Bank i compliant financial solutions

%Aleadmg Saud|Arab|an bankoffermg :
i a wide range of Sharia-compliant P42
i banking services :

(BSF) Banque
Saudi Fransi

(T3) Kuwait Turk i A Turkish Islamic bank providing retail
Participation Bank i and corporate banking services
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