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The Impact of Compliance with Governance and Sharia Governance Standards on
Financial Performance

(An Applied Study on Arab Islamic Banks)
Prepared by: Razan Mohammad Husein Sharaha

Supervisor: Dr. Firas Barakat

Abstract

The study aimed to clarify the impact of adherence to governance and Shariah governance
standards on the performance of Islamic banks. The research utilized a panel data approach,
selecting a purposive sample of 10 Islamic banks operatifRalestine, Jordan, Kuwait,

and the UAE from 2018 to 2023

The study reached several key findings, including a negative impact on financial
performance, measured by return on assets (ROA), due to factors such as the size of the
board of directors, frequenayf board meetings, size of the Shariah supervisory board,
ownership concentration, Shariah board experience, Shariah board reputation, changes in
Shariah board composition, and the number of Shariah board meetings. Additionally, there
was a negative impaon financial performance, measured by return on equity (ROE), due

to factors such as board size, board independence, board committees, ownership
concentration, and changes in Shariah board composition. Additionally, there was a
negative impact on finarai performance, measured by return on equity (ROE), due to
factors such as board size, board independence, board committees, ownership
concentration, and changes in Shariah board composition. And, there was a negative impact
on financial performance, measd by return on equity (ROE), due to factors such as board
size, board independence, board committees, ownership concentration, and changes in
Shariah board composition. The study found Positive impacts on market value were
observed from board independenboard meetings, board committees, Shariah board size,
and Shariah board educational gualifications.
reputation, changes in composition, and independence positively influenced market value,
whereas Shariah bahcrossmembership and the number of Shariah board meetings had a
negative impact Enhancing the size of the Sharia Supervisory Board, and avoiding
frequent changes in the composition of the Board, as it positively affects financial
performance measured beturn on equity.

Based on these results, the study recommended a sefc@mihmendationsthe most

important of which aretslamic banks should enhance the expertise and reputation of the

Shariah Supervisory Board by selecting members with high qudidics and proven

professional experience in the field of banking and Islamic Shariah. Which may contribute

to improving financial performance measured by return on assets.and Focus on reducing

the number of membersdé | oi ntlityohmeetingsrratheri ps and
than increasing their number, to ensure that informed decisions are made that enhance the
bankdés reputation and mar ket value.



Keywords: Governance, Shari'a Governance, Financial performance, Shari'a Supervisory
Board, Concentratiorof ownership, Independence of the Shari'a Supervisory Board,
Reputation of the Shari'a Supervisory Board, Composition of the Shari'a Supervisory
Board.
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