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Abstract: 1pasldl

Objectives: This study aimed to explore the status of Green
Information Technology (Green IT) adoption among Palestinian
industrial enterprises in the Hebron and Bethlehem governorates
across the dimensions of green use, green procurement, and green
disposal. In addition, the study examined the influence of key
adoption drivers: cost reduction, top management support,
environmental responsibility, and competitive advantage.
Methods: The study employed a descriptive-analytical approach
to gain a comprehensive understanding of the phenomenon under
investigation. A structured quantitative questionnaire was
developed to collect the primary data required for the study. A
sampling adopted, and the
questionnaire was distributed to 160 industrial enterprises
operating in the southern West Bank of Palestine.

Results: The study found that the level of Green Information
Technology adoption in Palestinian industrial establishments is
fairly moderate due to limited awareness and insufficient
technological infrastructure. The findings also showed that

convenience technique was

perceptions of adoption drivers and motivating factors are
moderate, with noticeably higher average ratings for these drivers
than the actual level of adoption, highlighting a gap between
perception and implementation.

Conclusions: The study recommends intensifying awareness-
raising campaigns and training programs for employees in the
industrial sector on the concepts and practices of Green
Information Technology (Green IT). It also emphasizes the need to
develop the technological infrastructure to enable industrial
enterprises to adopt these practices effectively, in addition to
encouraging relevant stakeholders to formulate clear policies that
promote the adoption of Green IT in the Palestinian industrial
sector.

Keywords: Green Information Technology; Industrial Enterprises;
Cloud Computing; Environmental Responsibility.
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Objectives: This study traced green accounting in Saudi
corporations in terms of its presence and impact on corporate
sustainability, and environmental disclosure as mediator
variable green accounting and
sustainability.

Methods: The Inductive and analytical methods were used.
The Inductive part addressed previous studies in this context,
while the analytical part addressed a questionnaire that was
randomly distributed to a sample of these companies, which
included 100 valid questionnaires. The PLS-SEM analysis
method was used to analyze these questionnaires.

Results: We obtained the following results: Saudi corporations
apply green accounting, and there is a statistically significant
indirect effect of green accounting on corporate sustainability
in light of the disclosure of environmental activities as
mediator variable.

Conclusions: A set of recommendations were presented, the
most prominent of which are: encouraging companies to
reduce pollution, water consumption, waste disposal, and
rationalize energy consumption related to their activities,
integrate sustainability principles into all their business
decisions, and to develop methods of
environmental activities in financial statements as a mediator
between green accounting and corporate sustainability.
Keywords: Green accounting; environmental disclosure; corporate
sustainability.
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Abstract: spaselll

Objectives: This study aimed to investigate the role of integrating
Artificial Intelligence (AI) and Blockchain technologies in
enhancing efficiency and sustainability within financial operations
in the Saudi financial sector. It focused on examining their impact
on improving operational efficiency, strengthening transparency
and security in financial transactions, reducing operating costs,
and supporting the objectives of Saudi Vision 2030.

Methods: The study adopted a descriptive-analytical approach.
Data were collected through both a literature review and a field
study. An electronic questionnaire was distributed to a random
sample of 490 employees working in the Saudi financial sector.
Results: The findings revealed statistically significant positive
effects of Al applications on improving financial operational
efficiency and supporting financial decision-making. Blockchain
technology was found to enhance transparency, security, and
reliability in financial transactions while reducing opportunities
for manipulation and fraud.

Conclusions: The study concludes that integrating AI and
Blockchain represents a strategic pathway for accelerating digital
transformation in the Saudi financial sector. This integration
enhances efficiency, sustainability, and trustworthiness in
financial operations. The study also recommends increasing
investments in these technologies and developing human
capabilities to maximize their benefits and support long-term
financial sector development.

Keywords: Artificial Intelligence; Blockchain; Saudi Financial Sector;
Financial Operations Efficiency; Transparency and Security; Technology
Integration.
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Objectives: This study aimed to examine the motivating factors
influencing the use of the “Aqari” mobile banking application and
their impact on the satisfaction of faculty members at Nile Valley
University, Sudan, within the context of the growing adoption of
digital banking services.

Methods: The study adopted the descriptive analytical approach
and used a questionnaire as the main instrument for data
collection. A random sample of (107) faculty members at Nile
Valley University was selected.

Results: The findings revealed a statistically significant
relationship between the motivating factors for using the “Aqari”
mobile banking application and the level of user satisfaction. The
results also indicated that perceived benefits, including saving
time and effort and facilitating easy access to banking services,
were among the most influential factors encouraging the use of the
application. In addition, the quality of electronic banking services
and the ease of application use were found to have a positive effect
on the satisfaction of faculty members. However, the study
identified the need to improve some operational and technical
aspects of the application in order to enhance service efficiency
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electronic security and protection systems, and improving the
quality of digital banking services in line with users’ needs and the
requirements of digital transformation in the Sudanese banking
sector.
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Objectives: This paper looks at how Prof. Khurshid Ahmad
helped build Islamic Economics into a real academic and policy
field. It examines how his four core principles -Tawhid (divine
unity), Adl (justice), Khilafah (trusteeship), and the prohibition of
Riba (interest)- were used to create a moral alternative to both
capitalism and socialism, and how far that vision was actually put
into practice.

Methods: The study draws on Ahmad's own key writings, two
major policy documents from Pakistan, and a body of secondary
literature covering Islamic banking, zakat systems, and
institutional development. Pakistan is the main case, with
Indonesia and Malaysia brought in at specific points to show how
different institutional choices lead to different outcomes.

Results: Ahmad's ideas had real impact. He helped turn Islamic
Economics into a proper academic discipline, built global research
networks, and directly shaped Pakistan's Zakat and Ushrlaws and
its early interest-free banking system. However, the results on the
ground were mixed. Islamic banks leaned heavily on debt-like
instruments such as Murabaha rather than the profit-sharing
models Ahmad had intended. Pakistan's zakat system, while
legally in place, has failed to reach most people living in poverty
due to weak institutions and poor governance. Indonesia and
Malaysia show that better results are possible when the right
structures are built.

Conclusions: Ahmad's greatest contribution was connecting
classical Islamic principles to real modern policy. However, fully
realising his vision still requires stronger institutions, wider
community involvement in welfare delivery, and the use of new
technology to close the gap between what was promised and what
has been delivered.

Keywords: Khurshid Ahmad; Islamic Economics; Tawhid; Zakat;
Islamic banking; policy implementation; institutional development;
Pakistan.
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1 Introduction

The intersection of economic systems with ethical frameworks has always been a topic of academic debate. Still,
there have been few economic paradigms that attempt to integrate the requirements of the modern-day
economy with religious beliefs to this extent. In Islamic Economics, based on the principles of ethics in Islam,
there is a critique as well as an alternative to capitalist and socialist economies. In this respect, Professor
Khurshid Ahmad has been a pioneer in the development of Islamic Economics. This research paper endeavours
to explore how his efforts to integrate fundamental Islamic principles, such as Tawhid, Adl, Khilafah, and
prohibition of Riba, have led to a unique paradigm for Islamic Economics, and how these principles were used
in policy and institution-building in both Western and Muslim-majority contexts.

This research is pertinent as it is of critical importance to explore solutions to current economic crises, such
as increasing inequality, ecological degradation, and financial instability. Ahmed's contribution offers solutions
to these issues through integrating spiritual values into economics. Instead of only critiquing capitalism,
Ahmad's goal was to develop a positive alternative. The research will examine Ahmad’s contributions by
studying his scholarly efforts, as well as his institution- and policy-building endeavours. He played a pivotal
role in bringing Islamic Economics to contemporary intellectual and political arenas.

This research paper aims to analyse Ahmad’s contributions to Islamic Economics in both theoretical and
applied forms. In this regard, the primary objectives of this paper are to examine Ahmad’s understanding of
the fundamental Islamic principles and to illustrate how they were used to establish a positive alternative to
capitalism and socialism. The paper also attempts to assess the extent to which Ahmad's contributions have
been successfully translated into policies and institutional practices, with a focus on Pakistan andinfluence from
the West. By integrating Ahmed’s theoretical, practical, institutional, and policy contributions, this research
aims to provide a holistic and comprehensive account of Ahmed’s role in Islamic Economics.

To reach the goals of this study, three methods were used together: reading and analysing primary sources,
looking at the history of how Islamic Economics developed, and making limited comparisons between
countries.

1.1 Primary Works by Ahmad

The study examined several of Ahmad's own writings directly. The most important of these was his essay on
"Economic Development in an Islamic Framework" (Ahmad, 1980), his edited book, Studies in Islamic
Economics (Ahmad, 1980), and his later essay "Man and the Future of Civilization" (Ahmad, 1995). These were
chosen because they contain Ahmad's clearest explanations of the four principles he built his framework on,
Tawhid, Adl, Khilafah, and the ban on Riba, and they show in his own words how he wanted those principles
to be used in real policy. The paper also drew heavily on Fiscal Policy and Resource Allocation in Islam (Naqvi
et al., 1981), a volume that Ahmad co-authored and that fed directly into the policy advice he gave to the
Pakistani government.

1.2 Policy Documents

Two key policy documents were looked at closely. The first is Pakistan’s Zakat and Ushr Ordinance of 1980,
which was the law that came out of the advisory work Ahmad and the Institute of Policy Studies did for the
Pakistani government in the late 1970s. Reading this document made it possible to compare what Ahmad had
argued for in his writings with what actually ended up in the law. The second document is the State Bank of
Pakistan’s Islamic Banking Bulletin for the first quarter of 2024. This gave up-to-date official figures on how
Islamic banking money in Pakistan is split across different types of contracts, which was essential for assessing
how far actual banking practice have moved from what Ahmad envisioned.

1.3 Secondary Literature

Three bodies of secondary literature were reviewed. The first covers the academic debate about Ahmad's ideas
and legacy, drawing mainly on Bhat (2016), Hamzani et al. (2025), and Indrastomo (2019). The second covers
the critical debate about Islamic banking practice, including Miah and Suzuki (2020), EI-Gamal (2006), Kuran
(1996, 2004), and Usmani (2002). The third covers zakat systems in Indonesia and Malaysia, drawing on
BAZNAS (2023), Ayuniyyah et al. (2018), and Siti Hodjjah et al. (2025).

1.4 Scope of the Comparison

The comparison between Pakistan, Indonesia, and Malaysia is not a full cross-national study. Indonesia and
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Malaysia are brought in at specific points to show how different institutional choices lead to different results in
zakat collection and distribution. A proper side-by-side comparison using primary data from all three countries
was not possible within the scope of this paper. That kind of study is noted in the conclusion as future research
that should be done.

1.5 Limitations

Two limits need to be stated clearly. First, this paper works mainly with published sources and documents that are available
to the public. Internal reports from the Institute of Policy Studies and unpublished advisory papers from the time Ahmad
was advising the Pakistani government, were not available for this study. Second, Pakistan's Central Zakat Administration
does not make district-level data on collection and distribution available in a regular or public format. This made it hard to
measure with precision how much difference the zakat system has actually made to poverty levels. Where the evidence runs
thin, the paper says so rather than making claims it cannot back up.

Overview of current research on Islamic Economics reveals that modern Islamic Economics, which emerged as a
distinctive paradigm to replace capitalism and socialism, draws upon a variety of intellectual roots —from Islamic
jurisprudence (Figh) to the writings of medieval Islamic scholars. There is now an increased interest in studying Islamic
financial systems as effective tools in financial stability and inclusive growth. The literature indicates a gap regarding the
implementation of Islamic principles into policies and institutional practices across different contexts. Ahmad’s work
addresses the gap by providing both theoretical and practical dimensions, which will be analysed throughout this study.

The structure of the research paperis as follows: Section 2 will explore the Islamic theoretical perspective on economics,
primarily focusing on the four pillars: Tawhid, Adl, Khilafah, and the prohibition of Riba, and also analyse how Ahmad’s
positive alternative can contribute to capitalism and socialism. Section 3 will critically examine Ahmad’s intellectual
contributions and his role in developing policy architecture. Section 4 will discuss the role of institutions, using the Islamic
Foundation and the Institute of Policy Studies as case studies, to examine how these institutions function as platforms for
sharing knowledge and shaping policy. Section 5 will discuss the real-world impact of Ahmad’s theory in Pakistan, as well
as the implementation of banking reforms and social welfare practices. This will be followed by conclusions and
recommendations, in which this research will discuss the findings and the effectiveness of Ahmed’s contributions in
contemporary economic theory and practice.

2 Theoretical Foundations of Islamic Economics

The basis for Islamic economics are the following core principles: Tawhid, Adl, Khilafah, and Riba. This section
explains the core principles and the effects they have on the Islamic economics paradigm.

2.1 Core Principles: Tawhid, Adl, and Khilafah

Khurshid Ahmad’s first principle, Tawhid (oneness of Allah), is based on the need to unify the ethical, spiritual,
and material components of all human activity into a singular structure. Contrary to Western ideals, Ahmad
proposes that economics should be tied to spiritual considerations, with all economic activity serving as an act
of worship to the divine (Ahmed, 2002, pp. 20-23). This contrasts with Western thought by challenging any
compartmentalized framework of social action. According to Ahmad, this view offers an alternative economic
paradigm to pursue both material and spiritual development. For Ahmad, all economic policy must serve the
twin goal of promoting both the economic prosperity of human beings and closeness to the divine (Ibid).

This perspective requires an ethical reformation of how economic resources are utilised. The implications
of this reform for areas such as ethical investment are emphasised (Ibid). Ahmad's first principle of Tawhid
offers a new normative economic ideal that encompasses non-market values in response to market failures, thus
preventing an exclusive focus on utility. It is designed to allow for an evaluation of current policy in the context
of spiritual and communal reform. For example, zakat is encouraged based on its impact on total societal
welfare (Ibid). By grounding zakat and interest-free financial practices in early Islamic concepts, Ahmad shows
the continued relevance of these principles and their implications for modern society (Khan, 2012, p. 2).

Ahmad’s second principle is Adl (justice). According to Ahmad, this principle requires equitable income
distribution, social integration, and the eradication of poverty and marginalization (Naqvi et al., 1981, pp. 20,
31, 38). Ahmad criticizes socialist ideals for their centralized planning mechanisms and the suppression of
private property. However, he is also wary of free-market systems due to their propensity for creating gross
social and economic inequalities. Ahmad attempts to balance private and public interests and goods through
policies such as the institutionalization of zakat, designed as a redistributive scheme (Naqvi et al., 1981, pp. 31,
38). For Ahmad, it is essential to consider the link between distributive justice and spiritual reform, especially
regarding the treatment of the poor (Ahmed, 2002, p. 21). This requirement of justice echoes the Quranic
commandment to “do justly and do good to others” (Khan, 2012, p. 3).
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According to Ahmad, redistribution must not only allow for an increase of individual income but also
support the ability for all individuals to achieve economic production by providing key infrastructure and
resources. In keeping with the traditions of early Islamic scholars, he argues that social welfare should take
precedence (Naqvi et al., 1981, pp. 20, 31).

Ahmad has operationalized Adl through reform policies of equitable resource distribution and poverty
alleviation. However, the main focus of his work has been to emphasize the need for justice through the use of
legal protections against exploitation and financial injustice (Ibid, 1981, p. 38; Khan, 2012, p. 3). Ahmad views
redistribution as a necessary condition for all humans to actively participate in economic activity (Naqvi et al.,
1981, pp. 20, 31, 38).

Ahmad'’s third principle is Khilafah (trusteeship). According to Ahmad, this concept is rooted in the belief
that all human beings are merely custodians of wealth as bestowed upon them by the divine (Kahf, 2000, pp. 4,
14, 25). Khilafah stresses both communal participation and personal ethical restraints with respect to
distribution, consumption, and production of resources. While Ahmad does believe in the right to private
property, he sees it as merely a trust bestowed upon humans by Allah to be governed within strict ethical
constraints and used to meet individual material needs (Kahf, 2000, p. 14). Ahmad adopts Islamic historical
practices, such as hisbah (market regulation) and shared rights in property and resource ownership, as
illustrations of the operationalization of this third principle. A clear example of hisbah in practice comes from
the Abbasid Caliphate, where a public official called the Muhtasib patrolled markets in cities like Baghdad. His
job was to check weights and measures, remove spoiled goods, and stop traders from hoarding goods to push
prices up. Ibn Khaldun described this role as a duty of the Islamic state, rooted in the Quranic command to
promote good and prevent harm. For Ahmad, this showed that Khilafah was not just a personal moral idea. It
had once been a real working institution with legal teeth, and that same principle could guide modern market
regulation to protect ordinary people from exploitation. Ahmad’s emphasis on this third concept serves to guide
the policies he has prescribed for both sustainability of resources and poverty alleviation (Kahf, 2000, p. 4).

Ahmad is also committed to ethical business and investment practices that curb speculation and promote
greater disclosure. These restrictions can be tied to the idea of Khilafah by highlighting the responsibility of
each member of society to actively control the speculative practices of economic leaders to promote fairness and
protect the rights and resources of the community (Kahf, 2000, p. 4). While Ahmad does see merit in private
ownership and individual economic autonomy, he argues that these rights should only be available to those
who can accept the associated responsibilities. The concept of Khilafah plays a critical role in Ahmad’s
framework as a counterweight against both capitalism and socialism. It is the conceptual basis of many of his
proposed structural reforms.

The influence of Khilafah extends beyond merely emphasizing the rights of private property, personal
accountability, and freedom from centralized political control. Its effect is far more encompassing as a
counterweight against market abuses. Overall, Ahmad integrates both the ideals of individual responsibility
and community participation, borrowing significantly from the classical Islamic tradition. By drawing upon the
principles of classical jurisprudence (figh) and combining this with policy recommendations, Ahmad is able to
operationalize Islamic values (Kahf, 2000, pp. 4, 14, 25).

Ahmad ties the concept of Khilafah into an established scholarly dialogue surrounding Islamic economics
to provide a foundation for resolving current problems related to ecological destruction and economic
inequality. Instruments such as zakat, waqf, and certain forms of market regulation demonstrate mechanisms
for inserting these moral imperatives into the modern context (Kahf, 2000, p. 25). By grounding economic policy
in theological ethics, Ahmad offers an alternative to the secular ethics employed by both classical and
mainstream schools of economic thought. His alternative is presented as a challenge to these ethical systems to
re-evaluate the goals and objectives of human actions and to make long-run social welfare a top priority.

The concepts of Tawhid, Adl, and Khilafah work as a unified entity. The integration of these three
principles differentiates Ahmad’s Islamic economics from that of earlier scholars and has acted as a
counterweight against capitalist and socialist paradigms.

Ahmad has been credited with successfully creating the necessary conditions for the institutionalization of
Islamic economics. He established it as a legitimate discipline of study, resulting in numerous universities
instituting an Islamic economics major (Ahmed, 2002, p. 22; Khan, 2012, p. 1). His approach is unique in that it
provides a complete and holistic framework for viewing the entire economy and as such has been seen as a
significant contribution to the globalization of Islamic finance and banking practices (Ahmed, 2002, pp. 22-23;
Khan, 2012, p. 1).
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Ahmad has offered one of the more developed models for a non-market-based framework that takes on
capitalism without subscribing to the socialist/statist alternative. The empirical effectiveness of this paradigm
is evident in the establishment and growth of Islamic banking (Yusoff and Wilson, 2005, pp. 10-15). Although
Riba prohibition initially posed many implementation barriers, it became successful as a paradigm by way of
both theoretical research and the subsequent growth of the number of sharia-compliant financial instruments
such as Sukuk.

Researchers of Islamic economics have highlighted the significance of Ahmad’s contribution to the field in
a more concrete and institutional form (Ayesha et al., 2023, pp. 2, 8; Khan, 2012, p. 1). Khan has explicitly cited
the role of Ahmad’s writings in making Islamic economics an “operational science” (Khan, 2012, p. 1). Ahmad’s
framework has allowed for the ideals and values of Islamic economics to enter the mainstream and serves as a
basis to evaluate political and social phenomena while considering the ongoing globalization and adaptation of
Islamic principles (Ayesha et al., 2023, p. 8). The greatest challenges in operationalizing this alternative
framework often emerge due to the incompatibility of these idealized conditions within current political and
institutional restraints. However, Ahmad’s work can be seen as an alternative paradigm for addressing the
economic, political, and social phenomena that are a result of modernization (Ahmed, 2002, pp. 20-23; Ayesha
et al,, 2023, p. 8).

2.2 Beyond Critique: Constructing an Alternative Paradigm

Khurshid Ahmad is one of the first scholars to try to construct an Islamic economic paradigm rather than simply criticize
existing capitalist and socialist economic systems. His analysis is based on classical Islamic values and principles like Tawhid
(the unity of Allah), AdI (justice), Khilafah (trusteeship), and Riba (interest). For Ahmad, to do economic analysis without
reference to these principles is inappropriate since he believes economics must be guided by moral and spiritual values
(Ahmed, 2002, pp. 20-23). To clarify this point, Ahmad uses the principle of Tawhid. In his view, Tawhid works as an
operational principle, whereby every economic action must be accompanied with accountability before Allah. Therefore, it
means that the secular capitalist and socialist economic models compartmentalize life and separate economics from spiritual
and ethical values. On the other hand, the Islamic economic paradigm sees economics as a kind of worship which must
consider divine accountability, ethical governance, and spiritual purpose.

Similarly, Ahmad attempts to create an operational paradigm of distributive justice. However, he differentiates Adl
(justice) from the liberal idea of distributive justice. In his view, this is based merely on procedural justice, in which people
are equally treated according to the law. Therefore, he proposes an ideal of Adl as being substantive in distributive equity.
He advocates for zakat (obligatory almsgiving) and an Islamic income redistribution policy to structurally combat and
address poverty and inequality. It is not just about ameliorating their consequences as implemented in the capitalist and
socialist systems. For him, justice is not only an individual moral principle but a moral and policy obligation to combat
suffering and deprivation and the underlying causes which give rise to them. By establishing structural changes of
redistribution, he aims to ensure justice in society.

The concept of Khilafah is Ahmad’s normative concept of re-conceptualizing present conceptions of property rights
and management, which leads to responsible resource management and environmental stewardship. The Khilafah means
that, as trustees, humans own and use resources in a communal setting in conformity with the principles of communal
interests, well-being, and sustainability. This requires careful consideration of longer-term costs and benefits and a rejection
of policies maximizing short-term benefits or profits. This perspective influences resource consumption, good governance,
and market intervention policies. Thus, instead of uncontrolled and excessive consumption as happens in capitalist systems,
Khilafah establishes limits on consumption and production based on the well-being of the communal. These values and
principles are incorporated into policies to achieve ecological sustainability and development.

The last principle that he operationalizes is Riba. For Ahmad, the prohibition of Riba should not merely be viewed as
a ban on interest but as a cornerstone of an alternative financial model that would create equality in society. His emphasis
is placed on financial contracts that promote profit-and-loss sharing in the economy, like mudarabah (investment
partnerships) and musharakah (joint ventures). These contracts inherently promote risk-sharing between participants rather
than the traditional lending model of debt. The alternative financial system must create institutional support for these new
Islamic financial contracts. Ahmad’s paradigm operationalizes several other Islamic principles as well, but these four are
the mostnoteworthy. They provide clear examples of the practical differentiation that separates Ahmad from other Islamic
economists.

As noted earlier, the strength of Ahmad’s perspective of Islamic economics lies not in the negative rejection of the
capitalist and socialist economic systems but in the development of positive solutions. He is not merely concemed with
theorizing about the principles of Islam but he was looking at practical implementations of Islamic principles. In Ahmad’s
view, Islamic economics must entail a constructed and realized alternative rather than a mere negation of the Western
models. Ahmad'’s distinction is clear from his elaboration of Islamic economics through both theory and institution to
facilitate the practical application of his concept of the Islamic economic paradigm. It is because of this that the paradigm
can be termed a constructed one. By building on classical texts and integrating values, he is able to provide institutional
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support for both the actualization of Tawhid, Ad], Khilafah, and the Riba, which ultimately distinguish his conceptualization
of the Islamic economic paradigm. As noted by Ayeshaet al. (2023) at pp. 2, 8, Ahmad presents an all-embracing, pragmatic,
and implementable paradigm, which has both Muslim and non-Muslim appeal because the themes of injustice,
sustainability, and fairness have a universal character.

He operationalizes justice and trusteeship to the extent that both principles influence concrete measures to achieve
equity. For example, he calls for the institutionalization of a zakat-based income and wealth transfer policy as a central
means of achieving distributional justice by providing for communal welfare and assisting in the attainment of subsistence
levels of livelihood. His recommendation to impose regulations on market excess is another example of how his
conceptualized justice is being made concrete. Monopoly power and economic exploitation are, for Ahmad, direct violations
of Islamic ethics and norms. The collective well-being in the economy is not able to reach optimum conditions without
government intervention to avoid and minimize harm and wrongdoing to others. According to Ahmad, these two principles
must be given formal institutionalized mechanisms. One is institutionalized zakat, and the other is institutions of wagqf
(communal endowment) to mobilize and allocate resources for communal benefits, such as education and health programs.
The waqf approach, which has its roots in Malaysia, and another type in the UAE provide case examples of the viability of
instituting Islamic welfare principles. These have been largely effective in realizing the principles of shared welfare by
contributing to the relief of poverty by addressing inequality, ensuring universal levels of livelihood, and providing
communal welfare benefits. Thus, according to Ahmad’s constructed Islamic economic paradigm, the system becomes
pragmatic and applicable because it operationalizes Islamic principles through concrete policies.

One can see, therefore, the practicality of his system, and evidence for this has come from empirical research. Some
evidence shows how these Islamic mechanisms and institutions have benefited poor people and have significantly increased
income in a controlled institutional and operational environment, as noted by zakat-based welfare programs in Indonesia
and the Faisal Islamic Bank. Similarly, Malaysia has demonstrated success in issuing “green sukuk” that are based on a
sustainable development model consistent with Islamic ethical requirements. Thus, there is operational viability in certain
institutional and political settings, but it appears that sociopolitical settings play a significant role in implementing and
utilizing his theory (Abbas and Aravossis, 2024, pp. 4-5).

Pakistan is an example of an Islamic-majority country where the ideal of his theory and the practical outcome are
somewhat divergent due to unstable sociopolitical conditions (OKTE, 2010, p. 3). The implementation of zakat programs
and interest-free banks has not produced significant positive results or changes. This is because, within Pakistan, the
institutions do not function due to many factors, such as sociopolitical barriers like ethnic and sectarian fragmentation,
inadequate infrastructures, and inefficient administrational processes. Many scholars note that due to the weakness in these
institutions, which would ultimately bring about the structural changes, people are not able to obtain the material benefits
to significantly alter their living standards. As a result, although some individual improvements in wealth for poor people
are noted, high poverty rates persist. Furthermore, one could also argue that Pakistan is an unstable sociopolitical
atmosphere. The unstable sociopolitical and structural system appears to create institutional corruption and a lack of
adherence to the ethical guidelines of the system. It also appears that some of the so-called Islamic banks are still utilizing
debt instruments by giving it a different name, which is contradictory to Islamic financing. What is occurring is essentially
interest payments and not interest-free banking as per Islamic ideology. As it stands now, the Pakistan model does not
appear to follow Ahmad’s constructed Islamic economic paradigm in certain aspects. Thus, this highlights that there must
also be a supportive sociopolitical and institutional environment. Nevertheless, in some areas and to some degree, the case
of Pakistan can be said to be one of the implemented paradigm because it shows how economic principles such as the
abolishment of Riba and the introduction of zakat have been institutionalized. All of this emphasizes the pragmatic and
constructed paradigm approach of Ahmad, which provides clear evidence for his ability to differentiate the actualization of
a distinct Islamic economic paradigm that would benefit both Muslims and non-Muslims to address the current global
problems that were not being adequately addressed by the capitalist and socialist systems (Ahmed, 2023, p. 10). Ahmad’s
contribution to the debate about the viability of Islamic economics has brought the concept to the forefront of debate and
discussion and is indeed an original constructed system. The weakness in Ahmad’s actualization of the paradigm of Islamic
economics come however from the problems inherent in trying to introduce a holistic paradigm that requires complex
implementation procedures which must overcome cultural obstacles and requires political and institutional willpower.

3 Khurshid Ahmad's Intellectual Framework

Khurshid Ahmad's intellectual vision combines the pillars of Tawhid, Adl, Khilafah, and the prohibition of Riba
to establish ethical foundations for alternative economics. In the overall theme of Islamic economics, this chapter
focuses on his interpretive synthesis.

3.1 Integration of Islamic Economic Principles

Khurshid Ahmad’s conceptual framework of Tawhid, Adl, Khilafah, and the abolition of Riba has established a holistic
economic philosophy founded on deep Islamic principles and accountability. The foremost principle, Tawhid (oneness of
Allah), has rejected the dualistic Western approach to secular economy by emphasizing that the pursuit of livelihood is a
religious moral responsibility. Khurshid Ahmad has emphasized that economy, and more specifically, the pursuit of
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livelihood, is an act of worship in itself because this activity is dictated by the Qur’an. The principle of Tawhid rejects the
motive of personal profit in both capitalism and socialism and promotes an economic environment where all activities aim
for the material betterment with the spiritual contentment of an individual. He also asserts that the economic act in this
system must be in accordance to the boundaries prescribed by Allah. Khurshid’s concept of Tawhid as the guiding principle
is criticized for the practical difficulty in materializing a system integrating both ethical and economic principles
(Indrastomo, 2019, p. 7; Hamzani et al., 2025, p. 201).

According to Khurshid Ahmad, all economic participants are khalifah (representatives) of Allah, and they are required
to utilize their property and resources ethically and equitably. He stressed that wealth is a responsibility given by Allah,
and everyone should act as khalifah rather than absolute owner and follow Islamic principles, such as zakat-based wealth
redistribution programs, in every activity for the benefit of society. Khurshid argues that as khalifah, human beings must
ensure the benefits of resources are available to all, including future generations. This concept is implemented when many
Muslim states have mandated zakat payments and launched programs promoting philanthropic behaviour. However, some
have argued that the real challenge is not in outlining these idealistic goals, but rather in translating these abstract policies
and regulations into concrete actions (Hamzani et al.,, 2025, p. 211).

Khurshid Ahmad argues that as economic actions are regarded as moral obligations, this creates a system superior to
both capitalism and socialism. He has argued that this superiority is embedded in the fact that all economic actions are done
as a form of worship. This is because people act morally towards others, thereby helping society as a whole. In essence, by
adopting the Islamic ethical foundation, a balance between personal gain and collective welfare can be achieved in Islamic
economic policy. Some critics question that converting high moral ideals into laws can ultimately diminish the idealistic
nature of Islamic economics. Khurshid Ahmad has effectively identified the ethical values, which distinguish Islamic
economics from any other economic system. This helps solidify the identity of Islamic economics and therefore builds a
strong ideological backbone. However, the applicability across societies that might not appreciate the ethical ideals of Islam
has also been criticized (Indrastomo, 2019, p. 7).

Another way Khurshid Ahmad’s Islamic economics has been operationalized is through his implementation in the
financial system, where the prohibition of Riba is not only for forbidding debt but also for creating viable financial
alternatives. He has criticized the Islamic Financial Institutions (IFIs) that emulate the characteristics of their Western
counterparts with interest-based systems. Khurshid Ahmad advocated for mudaraba and musharakah that prohibit all
kinds of Riba-based debt instruments and rather foster an innovative system based on sharing profit and loss. The most
effective way to achieve societal welfare is to introduce alternatives, such as zakat as a compulsory levy and Riba as a
prohibitive practice in banking. Khurshid Ahmad believed that these alternatives will effectively discourage speculation as
well as debt-driven investments and loans (Muhammad et al,, 2014, p. 7; Indrastomo, 2019, p. 21).

However, despite Khurshid Ahmad's visionary concepts in creating alternatives, several prominent scholars have
criticized the Islamic financial system for never truly breaking free from debt-based instruments. Their arguments fall into
three main groups.

The first group argues that Islamic banks have simply renamed conventional interest without changing the underlying
structure. Kuran (1996, p. 441) notes that although Islamic banks claim to be interest-free, their deposit-taking and lending
operations tend to be based on interest, with banks disguising this fact through the use of terms like "markup" and
"commission" to describe what is effectively pure interest. Khan (2010) makes a similar point, arguing that simply replacing
the word "interest" with "profit" or "mark-up" does not create a meaningful difference between Islamic and conventional
banking systems. This view is supported by Kuran (2004), Nomani (2003), and El-Gamal (2006), who each reach similar
conclusions through different lines of argument (Miah and Suzuki, 2020, p. 1693).

The second group criticizes Islamic banks for putting legal form above ethical substance. El-Gamal (2006) describes
Murabaha as a "sale-based ruse" that mimics conventional lending while bypassing the formal prohibition of Riba, arguing
that this structure prioritizes technical compliance over genuine adherence to Shariah principles and therefore undermines
the ethical goals of Islamic finance. Ariff and Rosly (2011) go further, arguing that most products and services offered by
Islamic banks directly mimic those of conventional banks and operate with interest in a disguised form (Miah and Suzuki,
2020, p. 1693).

The third group, including scholars who broadly support Islamic finance, criticize the direction the industry has taken
since its early years. Usmani (2002) argues that Islamic banking has "totally" neglected its basic philosophy by moving away
from genuine risk-sharing modes such as Musharakah, in favour of fixed markup instruments like Murabaha and Ijarah,
which in theory should only be used when risk-sharing is not practical. He warns that the industry has moved in the
opposite direction from what was intended, competing to present itself with all the same characteristics as the conventional,
interest-based marketplace (Usmani, 2002, pp. 163-165).

Taken together, these critiques directly challenge Ahmad's concept of Riba prohibition as a foundation for a genuinely
different financial system. Ahmad had argued that Mudarabah and Musharakah were not just technical instruments but
moral ones, designed to replace the exploitative logic of interest with shared responsibility between lender and borrower.
The scholars above suggest that in practice, Islamic banks have preserved that exploitative logic while changing only the
vocabulary used to describe it (Muhammad et al., 2014, p. 7; Indrastomo, 2019, pp. 7, 21).

Another practical expression of the integrated Islamic economics framework is the establishment of several Islamic
organizations, such as the Islamic Foundation and the Institute of Policy Studies. As chairman of both organizations, he
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contributed by putting into action his abstract framework to materialize ethical-minded economic practices and to generate
valuable scholarly publications in this field. Although these initiatives of Khurshid Ahmad have succeeded to some extent,
it is important to highlight the lack of a fully realized framework. The institutional arrangements have succeeded at some
aspects, and the implementation for zakat distribution and the Islamic banks have demonstrated that many of the principles
can become a reality (Hamzani et al., 2025, p. 201; Indrastomo, 2019, p. 7).

Ahmad’s operationalization of justice as a cornerstone of Islamic economics focuses on reducing inequality and
providing practical measures to tackle poverty. Khurshid Ahmad has promoted distributive justice not only in abstract
conceptual terms but also via policy reforms, such as zakat fund administration by the state and the fair redistribution of
wealth. Khurshid Ahmad has considered distributive justice as a requirement for material development and spiritual
prosperity. He also has challenged the status quo of capitalism and socialism by arguing that they are unsuitable for societal
welfare and can only be attained through Islamic economics. Some critics note that zakat and ushr ordinances in Pakistan
have been unable to fully achieve their objective of achieving fair distribution due to bureaucratic inefficiencies, lack of
effective implementation and policy, and the attitude of the beneficiaries (Bhat, 2016, p. 8 Indrastomo, 2019, p. 7).

Khurshid Ahmad has operationalized Riba by emphasizing that debt in Islamic economics is strictly prohibited. In
other words, all debts that offer interest are strictly prohibited by Khurshid Ahmad. Some scholars argue that Islamic
economics, by rejecting debt, can create an ethical and efficient financial system. He argues that current financial instruments
are unjust and create an environment that promotes economic disparity. Instead, he introduces risk-sharing instruments,
such as mudaraba (profit and loss sharing) and musharakah (profit-sharing). He argues that these profit-sharing contracts
can prevent injustice from occurring and at the same time serve as the most innovative and practical alternatives
(Muhammad et al., 2014, p. 1; Indrastomo, 2019, pp. 7, 21).

Khurshid Ahmad’s operationalization of Khilafah through implementing ethical guidelines in policy making and the
creation of institutions for sustainability and faimess in the utilization of resources provides the basis for sustainable
resources and communal benefit. This would allow the economy to be just. Some of the recommendations for practical
implementation would be that the state will act as manager of all the resources of the earth, including land, water, minerals,
etc.; to prohibit misuse and wasteful exploitation of natural resources and to allocate them so that they benefit as many
members of society as possible; to mobilize resources by all possible means; to regulate their use to prevent wasteful
exploitation and inequitable distribution; to develop the wagqf system for funding social needs like education, health, etc.;
and to establish institutions to ensure sustainable development and equitable distribution of resources. These ethical
regulations are required to be the central factor in government and economic decision-making in the implementation of
policies (Hamzani et al., 2025, p. 211; Indrastomo, 2019, p. 7).

Khurshid Ahmad has outlined various alteratives to capitalism and socialism by focusing on the moral foundations
of Islam. Although Khurshid Ahmad has provided the theoretical and institutional backbone, a comprehensive
understanding is required to avoid any loopholes and misinterpretations, which is still ongoing. His framework can
therefore be operationalized in many countries across the globe, butis yet to achieve complete and effective implementation
(Bhat, 2016, p. 10; Al-Jarhi, 2004, p. 7).

3.2 Development of Policy Architecture

Khurshid Ahmad's policy architecture represents a significant attempt to transform Islamic foundations into
practical policies for the contemporary world. His articulation of the principle of Tawhid underscored the
importance of linking economic life to moral and spiritual principles. This influenced him to propose that
economic policies must reflect moral accountability, prompting changes in fiscal governance and market
regulation. Ahmad’s vision suggested the importance of integrating spiritual values into policies, thus rejecting
secular compartmentalization of economic activity and demanding a realignment of ethics and purpose.
Challenges in this paradigm arise, however, when trying to integrate Tawhid and its demand of ethical
accountability into contexts where secular and non-Muslim systems thrive (Indrastomo, 2019, p. 7).

According to the author’s framework, one of his priorities was institutionalizing the concept of Adl.
Therefore, in order to achieve distributive justice, he aimed to institutionalize moral commitment by reforming
the tax system and creating a zakat system, as zakat constitutes a state-led mechanism and moral commitment.
By institutionalizing morality and wealth redistribution, the author focused on reducing systemic poverty.
Nonetheless, for this moral framework to work effectively, efficient and effective administration is a
requirement. However, the realization of his vision has not been fully implemented (Hamzani et al., 2025, p.
201).

Another principle on which Ahmad’s policies relied upon was Khilafah. In this regard, he proposed to
create institutions responsible for resource management, public accountability, and regulatory supervision. By
implementing his policy proposals for this principle, the fair allocation of economic goods should be ensured
and the unchecked rule of market forces restricted. However, his vision could be implemented if the state
possesses the institutional capacity to carry out its duty. This indicates that his vision cannot be realized if
accountability and the prevention of corruption are compromised (Bhat, 2016, p. 8).
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Regarding the principle of prohibition of Riba, Ahmad attempted to create alternative mechanisms by
designing models that are free from exploitation and interest rates and that emphasize risk- and profit-sharing.
As such, in the legal and administrative fields, he presented profit-and-loss-sharing models, such as mudarabah
and musharakah. Through these alternative models, Ahmad was seeking to promote collective welfare through
risk- and profit-sharing (Indrastomo, 2019, p. 7).

During the period when these alternative models were introduced, it seemed that the Islamic banks started
adhering to them. However, in the 1980s, the profit-sharing system was overshadowed by an Islamisized debt-
like alternative. This suggests that, in the beginning, all Islamic banks attempted to adhere to his vision but that,
subsequently, the situation evolved, giving rise to questions regarding the extent to which they abide by their
initial models.

In 1978, Pakistan abolished interest and introduced the zakat system as formal legal changes. This
represents the operationalization of his vision at a societal and national level. Because Ahmad was a member
of several policy-making committees and had contact with members of parliament, the former Prime Minister
of Pakistan gave him an opportunity to provide ideological and technical guidance during the drafting of the
zakat and ushr ordinances. These pieces of legislation were passed by Pakistan’s parliament in 1980 and 1983
respectively. Through these enactments, zakat and ushr were declared mandatory as religious levies in Pakistan
in order to finance poverty alleviation. In turn, an extensive framework of collection and disbursement
institutions was also established (Hamzani et al., 2025, p. 217).

Moreover, through legislative and judicial amendments to its civil laws and the constitution, Pakistan gave
the state greater control over the nationalization of firms and public investment. Ahmad served as a member of
these advisory committees. As a result, Ahmad was able to translate the theoretical foundations of his vision of
Islamic economics into practical policy models. However, despite the fact that the zakat ordinance has been
adopted into legislation, it has not been sufficiently implemented, and there have been many violations
(Hamzani et al., 2025, p. 211).

Beyond his concern with zakat and the zakat collection and disbursement framework, he was concerned
about the growth of Islamic banking and finance in Pakistan and provided practical policy models for this
economic sector. During the early years of development of the Islamic banking movement, the banks were
heavily influenced by Ahmad’s guidelines regarding institutional arrangements and mechanisms for profit-
sharing and risk-participation. Due in large part to his vision, Islamic banking and finance had assets in excess
of $2.43 trillion across the world by the end of 2017. This confirms that his theoretical vision is applicable to the
development of this sector and that the financial operations of a bank based on Islamic economics is a
possibility. Moreover, it suggests that Islamic banking and finance would have continued to develop and evolve
during these initial years, regardless of whether the banks strictly followed his recommendations or deviated
to create alternatives that did not align with his vision (Hamzani et al., 2025, p. 211).

However, Ahmad was aware that these models could be implemented on an incomplete level that lacks
ethical commitment and that, due to their local environment, Islamic banking and finance might have been
forced to create alternatives. Thus, he cautioned against implementing Islamic banking and finance without
adhering to these standards, since it would undermine the fundamental objective behind the development of
these institutions (Indrastomo, 2019, p. 21).

The zakat and ushr were collected at the level of individual provinces by state and community institutions.
The ushr was primarily composed of revenue from agricultural goods, and in each province, institutions and
regulatory and audit oversight agencies were created in order to administer, collect, and distribute them.
Although the zakat system does seem to provide a fairly strong state-level institution to address and alleviate
poverty, the administration and distribution of it might not be working in a highly effective manner, due to the
difficulties of achieving complete accountability by bureaucratic administrators (Hamzani et al., 2025, p. 211).

Islamic financial mechanisms and regulatory structures are not only implemented in Pakistan but also
developed globally, with the principles of the author being utilized internationally. Ahmad’s work influenced
and inspired experiments around the world. Islamic finance, its regulatory structure, and a host of research
institutions have flourished around the globe due to his vision of an economic system that adheres to the
principles of Islam. For example, various national and transnational institutions provide services based on
Islamic finance, regulatory oversight, and theoretical research that rely on Ahmad’s intellectual foundation. He
also gave the design of national and transnational Islamic banking models that include profit-sharing,
regulation, and administration (Indrastomo, 2019, p. 7).

However, despite the widespread growth and development of Islamic banking in the global marketplace,
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the development of a concrete Islamicized banking model as per the theoretical vision of the author has been
quite difficult. Furthermore, and even more so with the zakat and ushr system, the actual effectiveness of this
theoretical vision might vary greatly from implementation to implementation. This reality has been the reason
that some scholars and activists claim that although these theoretical models can be considered applicable, they
are not completely developed and concrete (Bhat, 2016, p. 10).

Additionally, Ahmad attempted to transform his Islamisized policy architecture beyond the narrow
confines of finance by designing practical solutions for social, economic, and political policy as well. He
proposed a multidimensional concept of falah, which refers to the welfare of a human being, as an individual
and as part of society. In his policy architecture, the author proposed to utilize institutions like zakat, waqf, and
ethical regulation of markets, for example, in order to improve societal welfare. This concept involved
introducing policy measures, such as state-sponsored health care, zakat distribution, subsidies of food, zakat-
funded employment, and education for the poor in a capitalist economy. By combining Islamic principles with
specific policy proposals, this component of Ahmad’s architecture attempts to comprehensively operationalize
the alleviation of poverty in capitalist, Muslim-dominated economies, and to improve the welfare of all, based
on social equality and justice. However, these types of policy proposals are not widely supported, becausea
major ethical flaw in the capitalist world is profit maximization. This has led to structural poverty, inequity,
and inequality in society (Chapra, 2005, p. 19).

Furthermore, Ahmad proposed to ensure fair trade through market regulation, ethical advertising, and
consumer protection, as ethical regulation forms a pillar in Ahmad’s policy architecture. These institutions
would ban false advertising and limit the quantity of certain types of goods sold or produced, and their goal is
to ensure a fair marketplace. Similar policy and regulatory approaches have also been implemented in some
other countries (Khan, 1994, p. 3).

Ahmad has inspired Islamic economic policy implementation experiments around the world, as other
Muslim-dominated states have drawn upon Ahmad’s policy vision and have applied similar types of national
economic frameworks in an attempt to develop an Islamisized economic system. Also, other states have utilized
elements from Ahmad’s policy architecture and vision. Thus, Ahmad’s intellectual contribution has facilitated
the development of policy in these states, as well as internationally (Bhat, 2016, p. 10).

Ahmad'’s intellectual contribution has significantly influenced policymaking in Muslim-dominated nations
and globally through an ethical operationalization of his theories. Despite his policy architecture’s tremendous
role in the development of Islamic banking and finance, as well as the zakat system, his vision has not been
fully realized as intended. Nevertheless, there are enough examples that suggest its impact is concrete enough
to develop into a mature model that needs continuous modifications and improvement to remain competitive.

4 Institutional Development and Implementation

This section explores the actual transformation of Islamic economic principles in select organizations. It shows
how the research- and policy-making foundations in these organizations translate the theoretical framework
into policy-making practices and disseminates it in the region and globally. Located in the broader discourse,
it elaborates on the practical implementation of theoretical fundamentals and highlights how organizations
serve to provide a practical foundation.

4.1 The Islamic Foundation

The role of research, scholarship, and institutional development in advancing Islamic economics is essential for
the transition from ideals to reality. This section examines how Khurshid Ahmad’s ideas of advancing Islamic
economics were achieved in practice through the Islamic Foundation. As a component of the bigger picture of
institutionalization, this area contributes to the overall development and legitimacy of Islamic economics in the
world.

4.1.1 Research and Academic Initiatives

With Khurshid Ahmad’s guidance, The Islamic Foundation developed a connection between the classical
principles of Riba and zakat to economic challenges. This enabled researchers to craft theoretical foundations
for Islamic economics (Bhat, 2016, pp. 2-3; Ahmed, 2002, p. 20).

Khurshid Ahmad put special emphasis on the methodological foundation of the institute. The Foundation
used an empirical approach to determine how well Islamic financial institutions compete against conventional
ones, along with the efficacy of zakat institutions. This approach allowed them to avoid purely theoretical
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claims of some of the previous work and to ground their analysis empirically (Widiyanti et al., 2004, p. 11).

The Foundation was involved in publishing editorial projects that challenged the current capitalist and
socialist systems to determine whether a new Islamic economic system could be constructed. This resulted in
publications that identified certain gaps within the theoretical Islamic literature. It then led them to publish
studies on areas where the theoretical foundations for Islamic economics were underdeveloped. Some of the
aspects studied include zakat and waqf institutions, as well as how to construct profit-and-loss sharing financial
practices (Indrastomo, 2019, p. 7; Bhat, 2016, p. 8).

The Foundation aimed to cultivate a group of researchers familiar with traditional Islamic law and modern
economic science. Through research and academic conferences, as well as through the sponsorship of academic
fellowships for universities, the organization cultivated a group of individuals prepared to develop Islamic
economic literature for years to come (Bhat, 2016, p. 10).

In its early stages, the Foundation also attempted to develop empirical benchmarks within Islamic
economics. Thus, it commissioned studies on zakat redistribution, the prohibition of Riba, and corporate
governance to become references for both academics and practitioners in this new discipline (Indrastomo, 2019,
p- 7; Widiyanti et al., 2004, p. 11).

The Foundation tried to provide a distinction between Islamic, capitalist, and socialist approaches to
economics. To do this, they chose to publish studies that emphasized the notion of the Maqasid of the Shariah,
as well as the importance of Islamic social justice, both notions which were foreign to the existing Western
economic literature (Asutay, 2007, p. 9; Ahmed, 2002, p. 23).

One of the Foundation’s academic projects also concerned determining which institutions could allow
Islamic economics to become a viable reality. By offering detailed institutional policy recommendations, the
Foundation informed industry leaders and policymakers about how to run Islamic financial governance in
practice. This initiative may have contributed to the increase in global Islamic banking assets to over $200 billion
by the early 2000s. The extent to which the practical applications of the discipline follow the guidelines
recommended by the Foundation, however, remains questionable (Widiyanti et al., 2004, p. 11).

Due to the Foundation’s approach of constantly testing the applications of the theories developed through
its research, it was able to identify numerous challenges concerning the implementation of many of the
proposals made during the formation of Islamic economics. It identified some of the challenges faced by Islamic
financial institutions in the operationalization of profit-and-loss sharing practices, along with challenges in
zakat-based welfare distribution. Upon identifying the challenges, the Foundation then published additional
studies that made more feasible policy proposals concerning these aspects (Igbal et al., 2024, p. 6).

In 1976, the Islamic Foundation took a major step forward by hosting the First International Conference on
Islamic Economics in Mecca. This gathering brought together scholars from many countries and academic fields
to build a shared foundation for the emerging discipline. It was not just a meeting of ideas. It produced real
outcomes that shaped Islamic economics for decades to come. The conference served as a platform for
exchanging ideas and developing a consensus about the main concepts of the new discipline. Furthermore, it
allowed researchers to meet with industry leaders, policymakers, and finance officials (Bhat, 2016, p. 9).

One of the most important results was a broad consensus that Islamic economics must be treated as a
serious academic discipline, not simply a set of religious opinions on money. Scholars agreed that the field
needed its own research methods, its own journals, and its own academic networks to grow. This agreement
gave the Islamic Foundation a clear mandate to expand its publishing and research programs in the years that
followed.

The conference also produced agreement on several key theoretical frameworks. Participants affirmed that
the prohibition of Riba was not just a legal rule but the foundation of an alternative financial system based on
profit-and-loss sharing. They also agreed that Zakat should be studied not only as a religious duty but as a
workable tool for poverty reduction and income redistribution. These positions gave researchers a shared
starting point and helped end earlier debates about whether Islamic economics could stand apart from
conventional economic theory.

A third outcome was institutional. The conference encouraged the creation of dedicated research bodies
across Muslim-majority countries. It helped pave the way for organizations like the Islamic Development Bank's
research arm and later the International Institute of Islamic Economics in Islamabad. The Islamic Foundation
used the conference's momentum to position itself as a global centre for scholarship, publishing key texts and
training a new generation of economists familiar with both Islamicjurisprudence and modern economic science.

In short, the 1976 conference did more than bring scholars together. It set the research agenda, established
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shared concepts, and triggered the institutional growth that turned Islamic economics into a recognized
academic field.

Through their association with academic institutions, the Foundation also encouraged the inclusion of
interdisciplinary perspectives. Scholars in these institutions conducted studies in sociology, political science,
economics, and jurisprudence to try to deal with issues such as corporate behaviour, poverty alleviation, and
the environment (Ahmed, 2002, p. 23).

The Foundation was keen on examining the weaknesses in both Western and Islamic economic theories
and systems. Through this critical analysis, the Foundation was able to point out the flaws and inadequacies of
capitalism and socialism in areas concerning distributive justice and social well-being. This allows Islamic
economics to stand on its own, as it is distinct and original (Asutay, 2007, p. 9; Ahmed, 2002, p. 23).

The Foundation published numerous studies that emphasized the Maqasid of the Shariah. By doing this,
Islamic economics was not simply an alternative model, but a discipline based on the idea of comprehensive
social welfare and human flourishing. The aim was to help the Muslim community fulfil the ultimate spiritual
purposes and objectives prescribed in Shariah (Asutay, 2007, p. 9).

A central question to these studies was: Is a decentralized social welfare system preferable to a centralized
welfare state? (Bhat, 2016, p. 10).

This demonstrates that the ultimate purpose of Islamic economics, to the scholars forming this discipline,
was to provide a system for achieving the optimal well-being of the human community and that any proposal
in economic system design and implementation needed to be tested against the feasibility of such objectives
(Igbal et al., 2024, p. 6).

4.1.2 Global Knowledge Dissemination

The Islamic Foundation, under Khurshid Ahmad's lead, was responsible for disseminating the concept of
Islamic economics globally by translating and distributing key texts bridging the gap between classical Islamic
thought and contemporary economic theory. This was primarily to cater to Western academic institutions and
Muslim countries alike (Bhat, 2016, pp. 3, 9; Hamzani et al., 2025, p. 11). Whether these works are of actual use
or impact remains in doubt and requires future scrutiny.

As well as publishing influential works, the Foundation organized numerous important academic
conferences, most significantly the First International Conference on Islamic Economics in 1976. The conferences
developed a global agenda for research on Islamic economics (Bhat, 2016, p. 9; Hamzani et al., 2025, p. 11).

The Foundation published mostly in English, to facilitate understanding of Islamic economics in the West
by translating Islamic source texts (Bhat, 2016, p. 8; Al-Jarhi and Igbal, 2001, p. 17).

Additionally, they aided in the unification of several fragmented literatures and provided a valuable link
between academics and Western universities and research institutions (Al-Jarhi and Igbal, 2001, pp. 31-32;
Hamzani et al.,, 2025, p. 211). It also supported the expansion of Islamic banking and finance by creating
standard literature for Muslim and non-Muslim regulatory bodies globally. These joint academic endeavours
resulted in the creation of over 176 Islamic banks by 1997.

Critics have suggested, that although the Foundation published theoretically ideal models, in practice these
models have not been well followed by Islamic financial institutions in the GCC. Platonova (2014, p. 25) points
out that most Islamic banks have only just above the minimum level for adequate corporate governance.
Abdullah (2014, p. 146) indicates that CG and Sharia governance scores within the GCC region's IBs are
extremely low.

Another major contribution by the Foundation was the popularization of topics central to Islamic
economics internationally, such as Riba, zakat, and ethics (Bhat, 2016, p. 8; Al-Jarhi and Igbal, 2001, p. 17). This
led to a surge in demand, mostly from Western universities, for English versions of journals and other
publications relating to Islamic finance. In this respect, the Foundation succeeded in making the subject of
Islamic economics accessible to those in the Western world who had previously found it distant. Moreover,
through their rigorous academic style, they influenced scholars internationally to take these concepts seriously.

In contrast to some organizations, the Islamic Foundation does not only address Islamic finance
conceptually; they also explore some of the more operational aspects in terms of zakat and the legal rulings
behind certain economic activities such as trading or contracts (Indrastomo, 2019, p.7; Widiyanti et al., 2004, p.
11). This approach has served to expand the overall research infrastructure of the discipline of Islamic
economics internationally, leading to greater applicability. Yet, empirical work by the Foundation reveals some
critical failures in terms of implementing correct profit-sharing practices and optimizing zakat contributions.
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Thus, in their attempt to bridge classical and contemporary economics, the Foundation has made clear the extent
to which Islamic thought must be adapted to the modern era.

One of the Foundation's major successes came with their establishment of standardized and dlear
terminology for research in Islamic economics. Terms like Maqasid al-Shariah, and specific methods of analysis,
have led to more consistency between scholars globally (Asutay, 2007, p. 9; Ahmed, 2002, p. 23).

Their university collaborations not only allow them to gain feedback from a larger pool of academics for
use in improving their research and publications but also serve as a vehicle to train Islamic economists in
academia and policymakers in governance. These networks were critical in spreading the message of Islamic
economics to new markets (Al-Jarhi and Igbal, 2001, pp. 31-32; Hamzani et al., 2025, p. 211).

Lastly, the Foundation has continually developed new literature through the utilization of empirical
studies that give feedback on published materials (Bhat, 2016, p. 10; Indrastomo, 2019, p. 7; Igbal et al., 2024, p.
6). Their iterative approach, improving and adapting published concepts based on market conditions, has put
them at the forefront of Islamic economic think tanks. This constant evolution, coupled with the general lack of
governance and disclosure highlighted by studies on the implementation of Islamic finance, indicates that while
much work has been done to introduce Islamic economics as a discipline, a huge amount of development must
take place.

4.2 Institute of Policy Studies

This section examines the translation of Islamic economic concepts into practical policy under the auspices of
the Institute of Policy Studies (IPS), directed by Khurshid Ahmad. Exploring approaches to regulation,
legislative action, and institutional advancement that are grounded in empirical inquiry, stakeholder
involvement, and policy iteration, it emphasizes the critical role of structure and strategy in operationalizing
Islamic finance and social well-being systems. The analysis, situated within the context of institutionalization
and implementation, underscores the significance of good governance in transforming underlying concepts into
practical socioeconomic frameworks.

4.2.1 Policy Formation

The Institute of Policy Studies (IPS) in Islamabad, under the guidance of Khurshid Ahmad, set its sights on
developing policy recommendations to make the theory of Islamic economics practically useful. One of the key
successes of IPS was the policy advice it provided to the government in Pakistan to develop the Zakat and Ushr
ordinances and the country’s first set of policies for the establishment of interest-free banking. It contributed
significantly to the process of embedding Islamic economic principles into state policies, which was done on
the basis of empirical analysis and Islamic rules (Hamzani et al., 2025, pp. 11-12). Further analysis of these
policies could benefit the existing and any new attempts at policy development in this regard by highlighting
the lessons and challenges for IPS and the policymakers to achieve effective policymaking.

Table 1: Khurshid Ahmad: Specific Roles, Committees, and Policy Contributions

Period Role / Position Organization Key Policy Contributions
1955-1968 Professor of Economics ~ University of Karachi Developed early teaching of Islamic
economic principles in Pakistani
academia
1974-1978 Vice President Standing Conference on Built transnational dialogue on

Jews, Christians and Islamic values in economic and
Muslims in  Europe, social policy
Berlin and London

1976 Organizer and Host First International ~ Helped establish the first global
Conference on Islamic consensus on Islamic Economics asa
Economics, Mecca formal academic discipline
1976-1978 Member, Advisory Centre for the Study of Connected Islamic ~ economic
Council Islam and Christian- thought to Western academic
Muslim Relations, Selly institutions
Oak Colleges,
Birmingham, UK
1978-1979 Federal Minister of Government of Pakistan Directly shaped Pakistan's economic
Planning and under President Zia ul- Islamization program from inside
Development; Deputy Haq government; advised on the
Chairman, Planning architecture of interest-free banking

Commission and zakat legislation
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1979-1983 Member, Supreme International Centre for Linked Pakistani policy experience
Advisory Council Research  in  Islamic to international Islamic economics
Economics, King Abdul research
Aziz University, Jeddah
1980 Policy Adviser Government of Pakistan ~ Advised on design of the Zakat and
Ushr Ordinance 1980, Pakistan's
first compulsory national zakat
collection and distribution law
1983 Policy Adviser Government of Pakistan Contributed to the Ushr Ordinance
1983, extending Islamic
redistribution principles to
agricultural produce
1983-1987 Chairman International Institute of Institutionalized Islamic Economics
Islamic Economics, as a formal academic program in
International Islamic  Pakistan's premier Islamic
University, Islamabad university
1984-1992 President International Association Led the global body coordinating
of Islamic Economics, Islamic Economics research across
Leicester, UK Muslim-majority and  Western
countries
1985-1997 Member of Senate of Parliament of Pakistan Used legislative position to push for
Pakistan (two terms) implementation of Islamic economic
reforms already passed into law
1985-1997 Chairman, Senate  Parliament of Pakistan Directly oversaw and questioned the

Standing Committee on
Finance, Economic
Affairs and Planning

government on the performance of
Islamic banking, zakat collection,
and economic policy

Founder and

Founder and Chairman

Institute of Policy Studies,

Created Pakistan's leading Islamic

ongoing Islamabad economics think tank; produced

Chairman policy briefs on zakat design, Islamic
banking contracts, and Shariah
governance

Founder and

Founder and Chairman

The Islamic Foundation,

Built the leading Western-based

ongoing Leicester, UK Islamic Economics research and
Chairman publishing institution

1988 Award recipient Islamic Development Received the First IDB Award for
Bank Economics, recognizing his
foundational ~role in Islamic

Economics
1990 Award recipient King Faisal International Received the Islamic world's
Prize equivalent of the Nobel Prize for his
contributions to Islamic thought and

economics
2003-2012 Member of Senate of Parliament of Pakistan Continued legislative advocacy for

Pakistan

Islamic economic policy

(Sources: PrideOfPakistan.com (n.d.); Hamzani et al. (2025, pp. 201-219); Bhat (2016, pp. 1-11))

Table 1 above gives a full picture of the positions Ahmad held and the time periods involved. The discussion
that follows draws on this record to assess how his roles translated into specific policy outcomes.

A characteristic feature of IPS during Ahmad’s directorship was its multidisciplinary advisory committees,
which consisted of economists, lawyers, policymakers, and bureaucrats. Ahmad involved these advisory
committees in the policy development process to incorporate the three fundamental tenets of the Islamic
economic system, namely Tawhid (divine unity), Adl (justice), and Khilafah (trusteeship), into its
recommendations for policymakers (Indrastomo, 2019, p. 7). Such collaboration was integral to the formulation
of the policy proposals, yet it raises questions concerning how effectively the diverse perspectives were
incorporated to strike a balance between Islamic economic ideals and the political/bureaucratic limitations of
Pakistani governance, and whether these considerations could inform similar projects in other transitional
economies to maximize the policy-design benefit.

In relation to the Zakat and Ushr ordinances, IPS empirically determined the level of poverty incidence
and the ability to redistribute money to those below the poverty level by using zakat funds. Furthermore, it
advised policymakers on designing regulatory mechanisms for the zakat funds (Abbas and Aravossis, 2024, p.
4). This contribution by IPS played an important role in the zakat allocation by providing the foundation for
designing policy regulation. However, an analysis of the challenges that face the redistribution and use of these
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funds could inform future policymakers in their attempts to optimize their implementation.

Furthermore, the advocacy efforts led by Ahmad as the Director of IPS bridged diverse ideologies. By using
his intellectual profile, Ahmad built consensus among different ideologies. Such advocacy was crucial to
making major reforms, such as the implementation of interest-free banking and state zakat collection and
distribution, more widely accepted and integrated across varied viewpoints (Hamzani et al., 2025, pp. 11-12).
While Ahmad's leadership demonstrates the effectiveness of engaging the political and ideological spectrum,
insights from the nature and challenges of his strategic negotiations —such as challenges arising from conflicting
interpretations of religious verses regarding the appropriateness of setting up state-administered Islamic
economic instruments—could be valuable in shaping future policy-negotiation processes by revealing
strategies to tackle them effectively.

IPS proactively engaged in pilot projects by preparing general guidelines on various contracts in the
domain of Sharia and by designing the legal structure of the banking sector in Pakistan according to the
guidelines provided by the Islamic Figh Academy. This helped determine what was permitted and what was
prohibited, thereby enhancing the practicality of policymaking by focusing on profit-and-loss-sharing practices
and Riba (interest) prohibition, both key components of Islamic economic principles. Despite the effectiveness
of pilot projects in shaping policymaking in Pakistan, the policy implementation faced many problems such as
the inadequacy of public awareness and inconsistent compliance, which led to failure (Indrastomo, 2019, p. 7).
Further analysis may enhance policy performance in Pakistan by highlighting the operational challenges that
may also benefit others in the same situation, for instance, by providing an opportunity to tackle the challenges
before implementation.

IPS also took into consideration issues such as the resistance against the implementation of Islamic
economic laws, regulations, and instruments that many transitional economies such as Pakistan are likely to
face. In this connection, Ahmad and his staff anticipated implementation challenges in the zakat, banking,
taxation, trade, and education sectors and advised the government to provide incentives to zakat-compliant
firms, set up a federal committee for monitoring and implementation of regulatory mechanisms, conduct
training of legal practitioners and Sharia experts, provide education in Sharia economics, and create advisory
councils consisting of academics, government officials, and politicians (Setiawan, 2023, p. 11). This
consideration of policy enforcement reflects a dynamic approach to policy formulation, based on Ahmad’s
belief in iterative policy redesign through adaptive policy enforcement. Therefore, exploring how some of the
anticipated enforcement challenges were addressed could inform those pursuing policies of similar nature.

In its role in supporting policy formulation for the Islamic welfare mechanism, IPS worked with empirical
methods and created comprehensive policy briefs to be presented to the Pakistani government by serving on
special committees, and through publishing its research in the institute’s scholarly publications. For the
development of policy regulation for Islamic welfare mechanism, IPS drew on zakat best practices by
comparing Islamic welfare systems of Indonesia and Malaysia and adopted a method that best fit Pakistan
(Abbas and Aravossis, 2024, p. 4). In addition to the comparative study that was conducted, the policymakers
looked for other alternative mechanisms such as tax exemption of money from corporate organizations that
donate to public causes (Abbas and Aravossis, 2024, p. 4). Though these efforts demonstrated a clear concern
and understanding of policymakers for Islamic welfare mechanism in Pakistan, it did not significantly alter the
welfare policy structure in Pakistan as many of the recommendations were not adopted, for instance, the
creation of local level zakat councils. Thus, an analysis of the policymaking of Islamic welfare mechanism by
highlighting the issues faced by IPS can facilitate a better insight of the process in Pakistan.

Furthermore, the researchers at the IPS were active advocates for linking zakat funds to the development
of the health and education of recipients through direct public service provision (Abbas and Aravossis, 2024, p.
4). It emphasized improving the quality of the welfare programs and emphasized the principles of Adl (justice)
and Tawhid (divine unity) to achieve economic development. To carry out the recommendations, state capacity
needs to be augmented for its welfare provision. The study thus suggests how to improve service delivery with
the help of Islamic economic principles, which will be useful to policymakers in transitional countries.

To better integrate the principles of Islamic economics into the policymaking process, IPS worked closely
with the Standing Committees on Finance and Religious Affairs in the Senate and the National Assembly
(Hamzani et al., 2025, pp. 11-12). While IPS took this step, there is a need to understand to what degree these
mechanisms are embedded into state institutions. It is vital to do this to grasp what these changes may
potentially offer, which may thenaffect how the role of IPS in this regard is considered by transitional countries,
policy practitioners, and even academics.
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Finally, IPS argued that through using models and by empirical inquiry into zakat, social insurance, and
Islamic finance systems, they could build on the benefits from Western welfare models without the negative
consequences. With its work in this regard, the IPS claimed to provide solutions to the problems and
inefficiencies of capitalist economics. It provided an incentive to encourage Muslim scholars to consider the
economic applications of Islamic injunctions from the Quran and Hadith. In general, it provided some
mechanisms that were useful to the Pakistani policymakers (Indrastomo, 2019, p. 7). The significance of the
claim and the extent of its validity has never been verified. Further verification of the arguments raised by the
IPS may be beneficial for the practitioners, politicians, and even academics in this policy area by providing
clarity on the issues of policymaking.

IPS’s policymakers considered several ways of operationalizing Tawhid and Adl at different levels, such
as the national, economic, organizational, interpersonal, and personal, so that their policy design can address
the root of inefficiencies (Hamzani et al., 2025, p. 201). At the level of state stewardship, the concept of Tawhid
has been translated to providing justice in Pakistan to attain welfare (Abbas and Aravossis, 2024, p. 4). In the
context of this study, Tawhid, the core concept, offers a strong guide for developing appropriate welfare
mechanisms for the state that lead to welfare improvement. While it serves an appropriate guide for developing
effective policy and legislation, the challenges in integrating this concept need to be highlighted for
policymakers to take it into consideration in similar policymaking in the future.

In its legal policy recommendation, IPS developed a specific legal policy mechanism for all dimensions of
Islamic economics, such as Riba prohibition, profit-and-loss sharing, and all practices for the finance mechanism
by developing model contracts for practitioners, setting up training workshops on legal practices, and preparing
a report to provide feedback to the legal professionals. These efforts resulted in the establishment of Riba-free
financial institutions and an enforcement of Sharia-compliant contracts (Indrastomo, 2019, p. 7). However,
despite all these measures, the practices were not Sharia compliant, and thus the need for improved
policymaking for regulation. This may require further evaluation of the actual practices to better inform future
legal policy mechanisms.

The models developed by IPS could be exported to other Islamic states for application as zakat
mechanisms, social insurance schemes, finance policies, taxation regulations, as well as general policies, laws,
and institutions. The policy recommendations thus created are suitable for others to adapt as their framework
for policy-making practices for a wide variety of issues. Many policy recommendations have been designed for
easy export and application and are now in operation across Muslim states around the globe (Indrastomo, 2019,
p- 21). Thus, it offers a rich pool of material that practitioners and politicians may access to adapt to their specific
context for policy formulation.

To incorporate Islamic economic ideals into the area of corporate social responsibility (CSR), IPS
recommended that corporations must calculate zakat and that doing so should be made compulsory for all. IPS
asked businesses to ensure that they act according to Sharia rules and regulations (Setiawan, 2023, pp. 6, 11). In
order to provide transparency in business CSR in transitional Islamic nations, such as Pakistan, the state should
provide a specific policy and a policy environment for companies that are zakat and Sharia-compliant, such as
giving tax incentives to firms who invest a high percentage of their profit in social causes (Setiawan, 2023, pp.
6, 11). Since CSR plays a vital role in welfare and thus is significant to policymakers in transitional countries, an
examination of how these recommendations can contribute to that end will enhance this study.

IPS also considered problems such as law enforcement, policy implementation failures, and political
resistance to Islamic economic reforms. It recommended that relevant stakeholder groups must have a common
understanding of implementation issues and that policymakers in Pakistan must anticipate resistance from
relevant parties (Muhamat, 2021, p. 15).

IPS under Ahmad promoted an adaptive policy-making approach where policymaking should reflect the
ideals of Islamic economics, and this was attempted through the work of different policy analysts. All IPS
policies were built on the key tenets of Islamic economics (Tawhid, Khilafah, Adl) and the main concepts of
Islamic financial instruments (Zakat, Ushr, Riba). It aimed to adapt these principles to fit Pakistan by drawing
from global best practices and taking steps to address contextual problems related to implementation.

4.2.2 Implementation Strategies

The implementation of Islamic economic principles was the focus of IPS under the leadership of Khurshid
Ahmad, specifically operationalizing zakat and ushr with legislative and institutional reform. In this phase,
Ahmad and the IPS promoted zakat and ushr as economic strategies for poverty reduction and state welfare.
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Ahmad, in particular, worked directly with legislative and bureaucratic agencies to craft effective ordinances.
Further, Ahmad used his authority in the field and IPS’s empirical research outputs to convince officials of the
validity and feasibility of incorporating Islamic economic principles into state policy. Yet, while this phase did
operationalize elements of the IPS's policy design, the continued existence of bureaucratic inefficiency and state
resistance casts a doubt on the viability of such an endeavour in a country like Pakistan (Hamzani et al., 2025,
pp- 11-12).

One strategy under Ahmad's leadership was to bridge abstract Islamic principles such as Tawhid, Adl,
Khilafah, and the prohibition of Riba to relevant legal and institutional designs. These policy blueprints and
recommendations were actively used in government committees to ensure their incorporation into interest-free
banking, obligatory zakat collection, and other elements of national economic policy. Ahmad argued for locally
grown, faith-based economic principles as an alternative to the imported capitalist or socialist versions of
political economy. While it allowed for concrete, operational policies, the reliance on the state agency for policy
implementation made many of the administrative weaknesses apparent (Indrastomo, 2019, p. 7).

Another strategy IPS developed was clear legal structures to make policies practically enforceable. The
Institute promoted the institutional support necessary for their implementation, such as creating administrative
bodies for the collection and distribution of zakat or the assurance of compliance in banks and other economic
institutions. Ahmad recognized that without a strong state institution, Islamic principles could be easily
subverted or dismissed. However, critiques suggest that the institutions created for collection and distribution
lack sufficient capacity for monitoring zakat flows (Naqvi et al., 1981, p. 31).

To overcome this challenge of implementation, the IPS combined both qualitative and quantitative
methods from pilot projects and other areas to account for the socio-political realities on the ground in its
designs. For instance, in a study of zakat collection efficiency, the IPS determined that the allocation and
distribution of zakat funds were not reaching the marginalized and that improvement mechanisms were
needed (Nagqvi et al., 1981, p. 20). As aresult, IPS was able to modify its policy proposals to account for the local
context.

Ahmad was conscious of the need to follow up on the practical implementation of the IPS policy
recommendations. The IPS worked through pilot projects to identify the gaps in policies of zakat disbursement
(such as the uneven collection and distribution of zakat funds) and developed solutions to address these
problems. This feedback loop allowed IPS to iteratively adjust its designs as the ground reality of the
implementation evolved. It allowed Ahmad, IPS staff, and researchers to improve policies by considering the
practical issues faced by local practitioners. While not all gaps were addressed, it was a strategy that allowed
IPS to develop more effective policies of zakat distribution and economic reform, which was the goal. One
example of this iterative approach was IPS documenting the difficulties in the use of profit-and-loss-sharing
contracts in Islamic banks because many users were still reluctant to utilize them. The downside, though, of
IPS’s approach was that there was not always the critical feedback IPS staff needed from policymakers or
practitioners in Pakistan or Malaysia (Indrastomo, 2019, p. 7).

A final implementation strategy was to educate the public, practitioners, and policymakers on Islamic
economics, ensuring that the implementation of Islamic economic reforms was embraced by all stakeholders in
Malaysia and Pakistan. Under Ahmad's direction, the IPS created training sessions for policymakers, civil
servants, and bankers as well as educational workshops for religious scholars and other civil society leaders,
raising their level of familiarity with Islamic economic ideas. This was followed by the creation of policy-
relevant literature accessible to the general public via news outlets and literature in many languages. This
popularizing of Islamic economics increased awareness and created traction. Nevertheless, there were still
numerous challenges in the implementation of Islamic economics. Inadequate enforcement capacity, weak
compliance, and other issues continued to exist, despite IPS’s efforts (Naqvi et al., 1981, p. 31; Hamzani et al.,
2025, p. 11).

Ahmad also emphasized the need to mobilize popular support for his and the Institute’s Islamic economics
reforms, ensuring that the policies were not imposed from above but were instead designed and pursued by
ordinary people in local communities. This ground-up approach, along with widespread publicity through a
variety of channels, further enhanced the legitimacy of IPS policy reforms. One initiative for building popular
support was to invest zakat and waqf funds into building schools and healthcare centres. This was an effort to
address the weaknesses of implementation that occurred during this period because the state did not follow
through to offer adequate social programs in Pakistan. Since IPS was unable to effectively overcome this issue
of implementation, a potential alternative was a model of co-funding schools and health clinics. Ahmad argued
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for the creation of trusts through donations and wagqf or endowments as a source of continual revenue. The
funds, controlled through a public-private board, would operate these organizations in a way that maintained
Islamic principles (Rageeb, 2020, p. 4).

Ahmad and the IPS used fiscal policies to promote ethically oriented corporate social responsibility (CSR)
through incentives, such as a tax break for companies that are zakat compliant and greater regulations regarding
charitable donation (Setiawan, 2023, p. 11).

Ultimately, the implementation strategies for IPS were a work in progress. In practice, for example, banks
did not include any requirements regarding zakat and had inadequate mechanisms for disclosure. The
compliance of institutions and their reporting of whether their financial policies were following Islamic
principles were sometimes deficient, and studies indicate some Islamic banks in Indonesia could provide better
voluntary disclosures of charitable giving, such as zakat or al-qardhul hasan (Sugianto and Harapan, 2017, pp.
8-10). In their critique of Islamic banking in the 1980s, Naqvi et al. noted there were inadequate mechanisms for
supervision of financial instruments, which Ahmad wanted to address. According to Muhamat, there were
continued weaknesses in the disclosure reporting regarding charity giving (Muhamat, 2021, p. 15). The risk of
improper implementation could lead to Islamic banks making money at the expense of their ethical objectives.

As such, to control for financial gains, Ahmad argued for a strengthening of regulatory oversight, which
should include reforms in governance and supervision. This implementation would ensure Islamic banking
was actually practicing the ideals of Islamic economics and prevent the appropriation of Islamic economics for
profit generation alone. Overall, Ahmed’'s views on implementation are consistent with his overall
understanding of Islamic economics. If they cannot create and control implementation mechanisms, then they
cannot ensure the authenticity and success of this Islamic social system.

5 Impact on Islamic Economic Practice

This section will address the implementation of Khurshid Ahmad’s ideals through financial, Islamic banking,
and social reforms. This analysis will enable the reader to see how his vision of Islamic economics has played
out in the real world.

5.1 Banking and Financial Reforms

Khurshid Ahmad's ideas on Islamic banking reforms were centred on implementing core Sharia principles,
specifically the prohibition of Riba, into financial practices. He was able to successfully establish interest-free
banking in Pakistan and make interest unlawful, and he began pilot schemes for Islamic banking in the early
1980s (Hamzani et al., 2025, p. 11; Kuran, 1995, p. 1).

Implementing and realizing a new banking system proved more challenging than drafting the concept.
This involved working through policymakers and advisory committees (Hamzani et al., 2025, p. 11; Kuran,
1995, p. 1).

Pakistan was the only country in the world to adopt legislation to remove Riba from the national economy.
Although this was a huge success, there were still substantial hurdles to implementing and operating the new
interest-free system, many of which still exist in Pakistan today (Hamzani et al., 2025, p. 11). Ahmad made a
point of practically testing many different types of Sharia-compliant contracts, such as Murabaha, Musharakah,
and Mudarabah, and he was able to demonstrate their commercial viability (Hamzani et al., 2025, p. 11). In
practice, these contracts face multiple obstacles, such as a lack of technical ability of Islamic bankers and a
general lack of awareness within the population (Hamzani et al., 2025, p. 12).

Ahmad's work on Islamic banking prioritized risk-sharing and asset-backing over debt-based banking,
and this theoretical framework significantly shaped many contemporary Islamic finance products. For example,
the vast majority of Islamic banking globally consists of Murabaha financing (Hamzani et al., 2025, p. 149). This
preference for Murabaha contracts has drawn a significant amount of criticism (Al-Jarhi and Igbal, 2001, p. 17;
Shaikh and Shaikh, 2012, p. 20). It is argued that Murabaha contracts have very little actual difference when
compared to conventional loans with interest. While they are Sharia compliant, critics argue that they are
effectively just the debt instrument under a different name, with much of the finance being provided at fixed
terms (Al-Jarhi and Igbal, 2001, p. 17; Shaikh and Shaikh, 2012, p. 20).

In addition to the technical and informational barriers, one of the key issues surrounding Islamic finance
is its failure to sufficiently deliver on its aims of equitable distribution of wealth. The widespread application
of Murabaha, resembling conventional debt, runs contrary to Ahmad's original aims and the purpose of Sharia
in Islamic financial intermediation. A lack of implementation of alternative profit-and-loss sharing methods
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such as Musharakah and Mudarabah continues to be criticized (Shaikh and Shaikh, 2012, p. 20). Although the
theoretical applications of these methods of finance are more conducive to equitable wealth distribution, they
require a sophisticated implementation and risk management structure that is not well-supported by many
banks. Critics argue that these finance methods do very little to improve wealth distribution within the nation,
or to develop entrepreneurship, and can encourage it to the contrary, as they operate mostly with fixed-term
contracts, similar to conventional financing with interest (Shaikh and Shaikh, 2012, p. 20).

The gap between Ahmad's vision and actual banking practice becomes very clear when we look at the
numbers. He built his framework around Mudarabah and Musharakah because these contracts share both profit
and risk between the bank and the customer. But the data from Pakistan and around the world tells a very
different story.

Globally, Murabaha accounts for 75 to 80 percent of all Islamic banking transactions worldwide, even
though it was originally expected to play only a supporting role (Benamraoui, 2008; Elfakhani et al., 2007). In
some countries the figure is even higher. In Saudi Arabia and Iran, Murabaha utilization reaches around 90
percent of total Islamic bank financing (Yanikkaya and Pabuccu, 2017). A study of 18 Islamic banks in the GCC
countries found that about 90 percent of total financing was concentrated in Murabaha, driven by the existing
institutional structure of those banking systems (Miah and Suzuki, 2020).

Pakistan presents a more mixed picture, though the dominance of debt-like instruments is still clear

I don’t understand this but it doesn’t sound like a full sentence . The State Bank of Pakistan's Islamic
Banking Bulletin for the first quarter of 2024 provides a precise breakdown of how financing is structured across
the Pakistani Islamic banking industry. As of March 2024, Diminishing Musharakah held the largest share of
financing at 32.6 percent, followed by Musharakah at 24.4 percent, while Murabaha accounted for 12.6 percent
of total financing. Istisna made up 10.9 percent, and Jjarah contributed 4.2 percent (State Bank of Pakistan, 2024).

At first glance, this might suggest Pakistan is doing better than the global average. However, this picture
requires careful reading. Diminishing Musharakah, while technically a partnership contract, is widely used in
home financing as a rent-to-own arrangement with fixed, predictable payments to the bank. Many scholars note
that its structure in practice behaves more like a secured debt product than a genuine profit-and-loss sharing
arrangement. When Diminishing Musharakah is grouped with Murabaha and ljarah as instruments that
generate fixed or near-fixed returns for the bank, the share of truly risk-sharing financing becomes much
smaller.

This reflects what scholars call the "Murabaha syndrome." Islamic banks favour Murabaha because it
produces predictable returns and would only move toward genuine profit-and-loss sharing in significant
volumes if the current governing institutions were fundamentally changed (Miah and Suzuki, 2020). Critics
note that most Murabaha transactions are effectively the same as conventional loans in financial terms, with the
profit markup openly benchmarked against interest rates such as LIBOR, making them conventional debt in all
but name (Usmani, 2002; Demirgii¢c-Kunt et al., 2013).

Even orthodox Islamic scholars have expressed serious reservations about Murabaha. The Council of
Islamic Ideology described it as "no more than a second-best solution," and scholar Taqi Usmani called it a
"borderline transaction" (Council of Islamic Ideology, 1980; Usmani, 2002). Yet despite these criticisms, the
industry has moved in the opposite direction from what Ahmad envisioned, expanding debt-based instruments
rather than deepening profit-sharing ones.

This is exactly the contradiction Ahmad warned about. He argued that Islamic banks operating without a
genuine ethical commitment to risk-sharing would eventually mirror conventional banking under a different
label. The data confirms that warning. Pakistan's Islamic banking assets reached PKR 14.5 trillion by December
2025, representing around 23 percent of total banking sector assets (State Bank of Pakistan, 2025). Yet the growth
of the sector has not been matched by a growth in the kind of Mudarabah and Musharakah financing Ahmad
believed was the true foundation of Islamic economics. The industry has expanded in size while contracting in
spirit, a result that validates the core concern at the heart of Ahmad's critique.

Despite the operational problems plaguing the progress of Islamic banking in Pakistan, there have still
been key successes, and by the 1980s many Pakistani commercial banks began offering Islamic banking services.
This was a great success for Islamic economics generally and showed how Ahmad’s theoretical concepts could
be operationalized within the Pakistani context (Hamzani et al., 2025, p. 11).

Islamic banks have since greatly increased in both number and influence, their market share increasing
from just 0.5 percent of total banking assets in 2002 to approximately 7 percent by 2011 (Shaikh and Shaikh,
2012, pp. 3-20).
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This growth and adoption of Islamic finance in Pakistan has howeverbeen faced with heavy criticism.
Despite the theoretical appeal of Islamicbanking, in practice the system appears to only partly implement Sharia
principles and may not significantly address concerns of wealth inequality and financial exclusion (Shaikh and
Shaikh, 2012, pp. 3-20).

The idea of integrating risk-sharing mechanisms into banking has been pushed heavily by many Islamic
economists (including Ahmad), and this is also a fundamental concept of Islamic finance. Products such as
Murabaha (which make up most Islamic finance activity), although popular, could also be construed as against
this principle. Islamic banking continues to develop and adapt; however, in many respects the commercial
advantages still dominate (Hamzani et al., 2025, p. 149). As most Islamic banking customers are interested in
profit and not social welfare, banking practices are likely to mirror conventional practices more closely (Shaikh
and Shaikh, 2012, p. 20). Further reforms of policy may be required to truly distinguish the two systems and
deliver a true embodiment of Ahmad's goals.

The concept of asystem of interest-free banking, as claimed by Ahmad, is still insufficient to achieve a truly
equitable financial system. Genuine alternative methods of financing, such as the concept of Mudarabah finance
mentioned above, must be actively developed (Shaikh and Shaikh, 2012, p. 20). This can only happen as
knowledge of these increases and confidence in them is attained. It is estimated that less than 1 percent of poor
Pakistanis are currently in debt with an Islamic bank, and as previously outlined, many banking institutions
have come into direct conflict with Islamic scholars for providing finance at high interest rates (Kuran, 1995, p.
9; Shaikh and Shaikh, 2012, p. 17). These findings highlight a continued problem of the application of true Sharia
principles, and this gap needs to be closed if these efforts are to remain truly effective.

Despite the drawbacks, the system has displayed many benefits, one of which is that Islamic banking was
relatively stable during the global financial crisis of 2008 (Zulhilmi, 2024, pp. 3-6). The principles of risk-sharing
and the prohibition of Gharar mean that Islamic banks have a lower exposure to the more volatile speculative
markets of the world, and therefore they survived this crisis with less damage to their economy. This stability
was seen in countries such as Malaysia and the Gulf States and supported the claims of Ahmed to this theoretical
strength of the system (Zulhilmi, 2024, pp. 3-6). While the benefits of the Islamic banking sector have been
shown, the scalability to make Islamic banking a powerful contributor to economic growth is still a challenge
(Zulhilmi, 2024, pp. 3-6). The current estimated total value of all Islamic banking activity is $2.44 trillion
(Zulhilmi, 2024, pp. 3-6). This constitutes approximately 2 percent of all financial sector assets globally
(Hamzani et al., 2025, p. 211). Thus, Islamic banking needs to further grow to gain a larger global market
influence.

A fundamental principle of Islamic finance is that a bank is to be conscious of societal welfare and act in a
benevolent way in providing its services. This also stems from core Sharia laws that dictate that financial and
economic actions should be in line with what would benefit society most, and harm should be avoided (Shaikh
and Shaikh, 2012, p. 20). Despite the clear evidence of Islamic financial firms charging more than conventional
firms for finance, there have not been efforts to improve these principles or bring them to the forefront within
institutions (Shaikh and Shaikh, 2012, p. 17). Furthermore, there is growing evidence of poor disclosure levels
for companies, in addition to poor levels of compliance with Islamic laws on the Sharia supervisory boards of
these firms (Shaikh and Shaikh, 2012, pp. 3-20). The lack of effective measures in ensuring these principles are
followed by Islamic finance firms should be brought to the attention of government oversight committees to
improve compliance of institutions and address the shortcomings that exist within Sharia supervisory boards
(Shaikh and Shaikh, 2012, pp. 3-20).

Khurshid Ahmad was very influential and helped develop much theoretical work that promoted the
adoption of the Islamic financial sector by different governments. Under Ahmed's leadership, the Islamic
Foundation promoted the idea of Islamic finance to policymakers and other economists to encourage the uptake
of this model (Hamzani et al., 2025, p. 8). It helped develop this into a key tool for policy and a theoretically
sustainable development. Ahmad's work in this area led him to be consulted in many advisory committees
throughout the early stages of the sector (Hamzani et al., 2025, p. 1). Despite this level of influence, many
academics remain sceptical about the capacity of Islamic finance to reduce poverty, although this theoretical
idea remains key (Ahmed, 2002, p. 13; Hamzani et al., 2025, p. 8). However, it is hoped that by integrating equity
of outreach and fairness with economic goals, the concept of Islamic economics can finally become a reality.

5.2 Social Welfare Programs

Khurshid Ahmad’s effort to institutionalize zakat for social welfare led to a compulsory system under state
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control. It aimed to centralize charitable efforts and theoretically promote transparency. However, the gap
between poverty alleviation objectives of zakat systems and their actual social impact is evident. Empirical
studies revealed that less than 10 percent of individuals below the poverty line are adequately supported
through zakat systems (Ali, Naveed, and Masood, 2021, p. 5).

Centralized, state-managed zakat systems were proposed by Khurshid Ahmad, and were intended to
reduce wealth differences and promote social welfare. Due to administrative flaws, poor targeting, and limited
integration with broader fiscal policies, the impact of zakat systems remains low, with much of the intended
benefits failing to reach marginalized populations (Naqvi et al., 1981, p. 31; Ali, Naveed, and Masood, 2021, p.
5). Bureaucratic inefficiencies and political influence result in leakages and delays of zakat. It is argued that
depending on the state apparatus to enforce redistributive mechanisms has resulted in political patronage, and
that community-based voluntary transfers of zakat could more effectively achieve redistributive ends in
Muslim-majority countries (Naqvi et al., 1981, p. 20).

The Pakistani experience illustrates that while Ahmad’s Islamic welfare framework may seem strong
theoretically, administrative hurdles and lack of political support hamper the implementation of zakat-based
redistributive policies. Lessons from Pakistan suggest that redistributive instruments must be combined with
investments in public services (Ali, Naveed, and Masood, 2021, p. 5). The Pakistani experiment demonstrates
that for zakat-based redistribution to deliver the benefits Ahmad envisioned, effective governance, monitoring
mechanisms, and continued political support are vital.

The Pakistani zakat system has struggled for several specific and well-documented reasons. First,
collection is handled by a central government body with very little local involvement. Zakat committees at the
district level often lack proper training and have no clear targets or reporting requirements. This makes it easy
for funds to be delayed or redirected through political networks before they reach poor families. Second, the
system has no reliable national database of who is “actually poor’. Without accurate records, money often goes
to people who are already connected to local officials rather than to those who need it most. Third, there is no
link between zakat funds and broader public services like health care or job training. A person might receive a
one-time cash transfer but still have no access to a doctor or school. Ahmad himself warned that cash transfers
alone would not lift people out of poverty without a proactive state building public institutions alongside them
(Nagqvi et al., 1981, p. 20). The result is a system that fulfils a formal religious obligation on paper but delivers
very little change on the ground. Research consistently finds that mismanagement and weak governance are
the main reasons zakat fails to significantly impact poverty even when collection figures look reasonable
(Andam and Osman, 2019, as cited in Pusat Kajian Strategis BAZNAS, 2021).

Indonesia offers a sharp contrast and shows what Ahmad's vision can look like when it is backed by proper
institutions. The key is BAZNAS, the National Amil Zakat Agency, which was given legal authority under Law
No. 23 of 2011 to coordinate zakat collection and distribution across the entire country (Republic of Indonesia,
2011). What makes BAZNAS different from Pakistan's system is not just its legal status. It is the way it works at
the local level with concrete programs, not just cash handouts.

In cities like Surabaya, the East Java BAZNAS office runs productive zakat programs that give poor
recipients revolving capital loans under a Qard al-Hasan contract to grow small businesses and also provides
work equipment to help people start or develop income-generating activities (Hidayati et al., 2021). These are
not one-time gifts. They are designed to build the capacity of recipients so they can eventually stop depending
on zakat altogether. A study of 1,309 zakat recipients in West Java found that distribution programs run by
BAZNAS significantly reduced both poverty and income inequality, as measured using the CIBEST index and
the Gini coefficient (Ayuniyyah et al., 2018).

BAZNAS also measures its own performance using a welfare index called the IKB, which tracks changes
in the actual living standards of recipients after receiving zakat. In 2023, BAZNAS reported that its programs
had lifted 54,081 beneficiaries out of poverty, representing 58.76 percent of those assessed, including many from
among the extreme poor (BAZNAS, 2023). This kind of outcome tracking is something Pakistan's zakat
administration has never built. BAZNAS has also developed a digital platform including a mobile app, an
online payment gateway, and a real-time reporting system, which has made collection more efficient and given
donors the ability to track where their money goes (Cahyani and Rahman, 2023). That transparency, in turn,
increases public trust and encourages more people to pay.

Malaysia's approach works through a different but equally concrete set of institutional mechanisms. In
Malaysia, zakat is managed by the Zakat Collection Centre under the Islamic Religious Council and the
Department of Waqf, Zakat, and Hajj, and Muslim zakat payers receive full tax deductions equivalent to their
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zakat payments (Siti Hodijah et al., 2025). This link between zakat and the national tax system is the single most
important design choice Malaysia made. It means that paying zakat is not just a religious act. It also reduces
what a person owes the government. Research shows that implementing zakat as a tax deduction significantly
increases both zakat compliance and overall tax compliance among Muslims in Malaysia (Komarudin et al.,
2023, as cited in ResearchGate comparative study). The result is a much larger and more predictable pool of
funds available for distribution each year.

Malaysia uses a centralized and technologically integrated approach that ensures transparency and
efficiency in both collection and distribution, while Indonesia's hybrid model combines government oversight
with private sector involvement to balance regulatory control with local adaptability (Rakhmat and Beik, 2022).
Both are far ahead of Pakistan's system, which has neither the technological infrastructure nor the institutional
independence that makes these models work.

The lesson for Pakistan is not simply to copy Indonesia or Malaysia. The lesson is that zakat works as a
poverty tool only when three things are in place at the same time: independent institutions with clear legal
authority, performance tracking that measures actual outcomes for recipients, and links to broader public
services or economic empowerment programs. Ahmad's vision required all three (Naqvi et al., 1981, p. 38;
Abbas and Aravossis, 2024, p. 5). Pakistan has built only a shell of the first and has largely ignored the latter.

Lessons from Indonesia and Malaysia illustrate that Islamic welfare principles and modern management
approaches can be effectively combined to bring about enhanced social welfare outcomes. These two countries
illustrate that institutional robustness of zakat and wagqf through transparency in collection and distribution
processes, performance-based budgeting, and other measures for building trust through participatory
governance mechanisms are vital for the Islamic welfare system. Such mechanisms have been effective at
mobilizing substantial resources for investment in projects that contribute to economic development, poverty
reduction, and social inclusion in both countries. The example of Indonesia and Malaysia demonstrates that
improvements can be made in the Islamic welfare system through incorporating appropriate management
approaches into the existing institutions and through mobilizing support to reform the institutional mechanism.
These lessons can be borrowed from these two countries and applied to Pakistan, where most zakat initiatives
have failed to effectively alleviate poverty and reduce income inequality (Abbas and Aravossis, 2024, p. 5).

Sustainable financing for Islamic welfare initiatives such as zakat and waqf presents another critical
challenge in Pakistan. During the 1980s, Pakistan’s tax-to-GDP ratio averaged around 14 percent; it dropped to
below 10 percent in subsequent decades (Bottelier and Yusuf, 2016, p. 22). Given the limited tax resources,
Pakistan state has been unable to provide enough goods and services as a complement to zakat transfers.
Therefore, financing for welfare initiatives through zakat will depend on broader reforms of tax administration
to enhance state capability (Bottelier and Yusuf, 2016, p. 21).

The gap between theory and policy implementation points to the need to explore alternative welfare
delivery mechanisms and institutional improvements. Pakistan may leverage innovative models of waqf-based
Islamic social finance, adopt new technologies to enhance beneficiary identification, integrate the private sector
in zakat management and distribution, and improve information systems for monitoring zakat administration,
thereby reviving the dynamism of the Islamic welfare state, as prescribed by Ahmad, and enhancing
accountability in service delivery (Abbas and Aravossis, 2024, p. 5).

Fiscal sustainability will be difficult without further reforms of tax administration to expand the tax base,
minimize tax loopholes, and enhance tax collection efforts. Without a combination of more effective tax
mobilization and efficient government expenditures on public services, the redistributive gains from zakat and
wagf initiatives in Pakistan will be greatly limited (Bottelier and Yusuf, 2016, pp. 14-22).

Ahmad conceptualized the Islamic system of social welfare as integrating economic principles with
religious ethics. In the Islamic welfare framework, voluntary donations are an attempt not only to alleviate the
neediness of others but also to satisfy the spiritual neediness of the donors themselves by fulfilling their duties
to fellow Muslims. Further, because zakat and sadaqah are considered ibadah, they serve the dual purposes of
providing help for those in need, as well as a spiritual cleansing that promotes social cohesion and harmony. In
contrast to the secular welfare state’s reliance on purely materialistic ideas, the Islamic welfare state stresses the
spiritual aspect of human nature. However, critics have noted that if the Islamic welfare state does not
simultaneously engage in the production of public goods, it could have adverse effects on the recipients of
income transfers, possibly even leading to social fragmentation. Ahmad acknowledged the shortcomings of
overemphasizing the income transfers and called for combining voluntary income transfers with a proactive
role for the state (Naqvi et al., 1981, pp. 20, 38).
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Critics have noted that cash transfers can foster dependency on handouts rather than empower the
receivers. Khurshid Ahmad envisioned the role of a proactive welfare state rather than an inactive, minimal
government, arguing that the state can promote welfare more effectively than the private charity organizations
(Naqvi et al., 1981, p. 20).

To enhance the impact of zakat programs, reforms must be introduced in zakat delivery mechanisms that
allow participatory forms of welfare service to flourish, where zakat and waqf administrators interact closely
with beneficiaries to respond to their needs effectively. As such, zakat must be modernized to better mobilize
its potential by increasing its efficiency and effectiveness through institutional and operational improvements.
One method of ensuring effectiveness would be to use technology to develop a better targeting and beneficiary
identification system for zakat distribution. This would go far to realizing Ahmad’s vision for the potential
impact of zakat in achieving justice and growth (Abbas and Aravossis, 2024, p. 5).

The prohibition of interest is a primary foundation of Islamic economics that complements zakat by
redirecting money away from idle investments into productive avenues. As a matter of policy, Ahmad called
for levying zakat on stored capital to dissuade wealth hoarding, ensuring that it circulates for community
benefit (Zarqa, 1981, p. 10). In this way, a capital surplus can be channelled away from idle hoards towards
dynamic use. The ultimate effect of combining the redistribution brought about by zakat and the incentives for
community participation fostered through interest-free financing is more equitable economic development.

Ahmad hoped to create a capitalist structure that encourages moral capitalism. He intended that moral
capitalism would promote ethical capital allocation toward the overall upliftment of the community and
discourage monopolistic practices. This system could ensure more resources are directed to the productive
capacity and economic growth of those who require it, which could bring substantial benefits to the economy
overall (Abbas and Aravossis, 2024, p. 5).

Ahmad believed the institution of zakat will transform the role of wealth into an important instrument in
the process of social upliftment. The payment of zakat would ensure that every Muslim contributes to
community welfare, fostering justice and eliminating poverty. Although there were some efforts by the Pakistan
government to promote Ahmad’s vision of zakat as a means for poverty reduction and economic improvement,
it remained defeated and unfulfilled. The greatest setback of zakat has been the lack of support by political
parties (Naqvi et al., 1981, p. 38).

6 Conclusion

This paper looked at Khurshid Ahmad's work in Islamic Economics, both in terms of what he wrote and what
he helped build in the real world. It examined how his four main principles, Tawhid, Adl, Khilafah, and the
prohibition of Riba, came together to form a complete economic system, and how well that system was put into
practice, mainly in Pakistan but also with some examples from Indonesia and Malaysia.

Ahmad's biggest contribution was not one single idea. It was the way he connected ideas that had never
been brought together before. Before Ahmad, most Islamic economic writing focused on criticizing capitalism
and socialism. Ahmad went further. He showed that these principles could be used to build something new,
not just to point out what was wrong with existing systems.

He showed that Tawhid, when used as an economic idea, means that all business and financial activity
must be held to a moral standard that goes beyond simply making profit. He showed that Adl is not just about
giving to the poor. It is about building the right kind of institutions, tax systems, and rules for sharing wealth.
He showed that Khilafah means people are not the true owners of wealth but its caretakers, which makes
protecting the environment and sharing resources a religious duty. And he showed that banning Riba is not
just about removing interest from loans. It is about replacing a system where one party always wins with one
where both parties share the risk and the reward (Hamzani et al., 2025, pp. 201-211; Bhat, 2016, pp. 1-11).

Together, these four ideas gave Islamic Economics a strong foundation that it did not have before. Ahmad
did not just describe what an Islamic economy should look like. He gave other scholars and policymakers the
tools to try to build one.

Ahmad's work rested on three main pillars. The first was turning Islamic Economics into a proper academic
subject. Through his leadership of the Islamic Foundation in Leicester and his role in organizing the 1976 First
International Conference on Islamic Economics in Mecca, he helped change a loose collection of religious
opinions into a real field of study with its own journals, research methods, and university courses (Bhat, 2016,
p- 9). The second pillar was building connections between scholars around the world. By publishing in English
and linking researchers in Muslim-majority countries with Western universities, he helped Islamic Economics
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grow into a global discipline (Hamzani et al., 2025, p. 211). The third pillar was turning ideas into policy.
Through the Institute of Policy Studies in Islamabad, he moved from writing about Islamic Economics to
actually shaping laws, helping design Pakistan's Zakat and Ushr ordinances of 1980 and 1983 and its early
interest-free banking rules (Hamzani et al., 2025, p. 217).

The findings of this paper show a clear pattern. Every time Ahmad's ideas were put into practice, the
results were only partly successful. In Islamic banking, the sector grew but the practice moved away from what
Ahmad had intended. Pakistan's Islamic banking sector now holds over 23 percent of total banking assets (State
Bank of Pakistan, 2025), but most of that financing uses instruments like Murabaha that produce fixed returns
for banks rather than genuine profit-sharing through Mudarabah and Musharakah. In zakat, the formal system
was set up and made compulsory by law, but less than 10 percent of people below the poverty line are properly
supported by it (Ali, Naveed, and Masood, 2021, p. 5). This gap between what Ahmad designed and what was
built is not mainly a problem with his ideas. It is a problem with the institutions that were supposed to carry
those ideas out.

This paper found four clear gaps that future research should fill. First, no study has yet compared Pakistan,
Indonesia, and Malaysia side by side using the same set of measures, such as how many poor people were
reached, how much it cost to run the system, and how much poverty fell. This paper used Indonesia and
Malaysia as examples, but a proper comparison with real data would give much stronger answers about what
makes zakat systems work.

Second, the heavy use of Murabaha in Pakistani Islamic banking has been noted by many scholars, but no
study has fully explained why it keeps happening inside Pakistan's specific regulatory system. The answer is
probably linked to how banks are rewarded, how accounting rules are written, and how Shariah board
members are trained, but these factors have not been studied together in one place.

Third, Ahmad's three pillars of scholarly work, global networks, and policy experimentation have never
been used as a measuring tool to compare Islamic economic institutions in different countries. Applying this
framework to other countries, such as those in the Gulf or Turkey, could show where his model works well and
where it does not.

Fourth, this paper had to rely mostly on secondary sources because the Pakistani government does not
make detailed zakat data available to the public in a consistent way. Future research should work directly with
Pakistan's Central Zakat Administration to build a proper dataset that tracks collection, distribution, and
outcomes at the district level year by year. Without this kind of data, it is very hard to say with confidence how
well the system is or is not working.

Ahmad built something real. The 1976 Mecca conference, the publications of the Islamic Foundation, the
Zakat laws, and the early structure of Islamic banking in Pakistan all carry his influence. The discipline he
helped create now reaches universities, banks, and government bodies around the world. But his vision was
always larger than what was built. He wanted institutions that would truly share risk, truly move wealth
toward those who needed it, and truly hold people accountable to a moral standard in their economic lives.
What was built instead used his language but kept much of the structure he had set out to change. Closing that
gap between his vision and what actually exists is not just something for academics to think about however it
is the most important practical challenge that Islamic Economics faces today.
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Abstract:

Objectives: This study examines whether Islamic Sharia
Supervision (ISS), as practiced within Islamic financial institutions
(IFIs), can be regarded as a distinct profession. It addresses a gap
in the literature by moving beyond conventional analyses of Sharia
governance and jurisprudential issues to assess the professional
status of ISS through the Theory of Profession, with particular
attention to specialized knowledge, control of entry, and ethical
accountability.

Methods: The study adopts a theory-driven qualitative content
analysis. A structured coding framework derived from the Theory
of Profession was applied to governance discosures from 19
Islamic banks operating in the Gulf Cooperation Council (GCC).
The analysis assessed three core professional attributes: a
recognized body of specialized knowledge, regulation of entry
into the occupation, and enforceable ethical codes oriented toward
the protection of the public interest.

Results: The findings indicate that ISS possesses several important
characteristics of professional practice, particularly a strong
specialized knowledge base and institutional recognition of Sharia
expertise. However, professionalization remains incomplete due
to weakly standardized education and training pathways, the
absence of formal certification and accreditation mechanisms, and
limited profession-wide ethical regulation. Ethical governance is
more strongly reflected through institutional transparency and
accountability arrangements than through formal professional
self-regulation.

Conclusions: ISS is best characterized as an emerging or semi-
professional field rather than a fully institutionalized profession.
Its further professionalization will depend on strengthening
educational standards, entry regulation, ethical governance, and
institutional accountability. These developments are important for
enhancing the credibility, legitimacy, and public-interest role of
Sharia supervision within Islamic finance.

Keywords: Islamic Sharia supervision; Theory of Profession; Body of
Knowledge; Control of entry; Ethical Accountability; Qualitative
Content Analysis.
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1 Introduction

Over the past four decades, Islamic finance has evolved from a marginal, faith-based ethical alternative into a
mainstream financial system (Kachkar & Yilmaz, 2023). It is now a globally significant system operating across
both Muslim-majority and non-Muslim jurisdictions (Malik, 2024). Islamic financial institutions (IFIs) now offer
awiderange of sophisticated products and services within complex regulatory and market environments, while
maintaining distinctiveness grounded in Sharia principles (Zahra et al., 2025). Central to the legitimacy and
credibility of this system is Islamic Sharia supervision (ISS), typically established through Sharia Supervisory
Boards (SSBs). These boards ensure that contractual arrangements, financial products, and institutional
practices comply with the legal and ethical standards of Islamic jurisprudence. Sharia supervision occupies a
distinctive position at the intersection of religious authority, ethical oversight, and corporate governance
(Nathan Garas & Pierce, 2010; Karbhari et al., 2024). Unlike traditional compliance or audit functions, Sharia
supervision derives its authority not only from technical expertise but also from religious legitimacy (Karim &
Shetu, 2020). Decisions issued by the SSBs determine the permissibility of financial instruments, influence
institutional strategy, and shape stakeholder perceptions of ethical integrity. In this context, Sharia supervision
serves as a fundamental mechanism through which Islamic finance asserts its commitment to transparency,
justice, and social welfare, rather than simply replicating conventional finance under Islamic terminology
(Kachkar & Yilmaz, 2023; Jaradat & Oudat, 2025).

Sharia supervision has attracted extensive scholarly and regulatory scrutiny. The literature often discusses
issues such as inconsistencies in Sharia rulings across institutions and jurisdictions, the concentration of
authority among a small group of Sharia scholars, conflicts of interest due to institutional dependence, and the
frequent multiple board memberships and high-profile roles held by leading Sharia opinion-makers (Razak,
2020;,Tumewang et al., 2023). Most notably, the lack of standardized qualifications, accreditation, or licensing
for Sharia supervisors is emphasized (Shafiiet al., 2014 ). These concerns extend beyond technical governance
and have important implications for stakeholder trust, market credibility, and the broader assertion that Islamic
finance serves the public interest. They raise ethical issues related to independence, accountability, and
transparency, while also exposing weaknesses in key areas of professionalization, especially in controlling entry
and ethical governance.

Existing research has primarily addressed these challenges by analyzing Sharia governance frameworks,
regulatory models, and jurisprudential debates (Grassa, 2013; Ullah et al., 2025). It has examined the structure
and composition of SSBs, the effectiveness of Sharia audits, and the role of national and international standard-
setting organizations (Kachkar & Yilmaz, 2023; Khasanah, 2025). While this literature offers important insights,
it tends to view Sharia supervision mainly as a governance mechanism or doctrinal function, rather than as an
occupational and professional field. An important aspect of Sharia supervision has thus been overlooked:
whether it functions as a true profession, with codified knowledge standards, regulated entry, and enforceable
ethical accountability, or merely a loosely organized group of academics embedded within corporate
governance structures. This distinction is more than theoretical. Professional status involves specific
institutional arrangements that regulate competence, independence, and ethics, thereby supporting social trust
and protecting the public interest (Brien, 1998; Beecher, 2008; Chen & van Akkeren, 2012; Hughes & Hughes,
2013). When these arrangements are weak or absent, individual reputation becomes the primary basis of
authority rather than collectively enforced standards and decisions, increasing the risk of inconsistent
application and the gradual erosion of legitimacy (Susilowati, 2023). The absence of a clear professional
foundation raises fundamental questions about accountability, credibility, and long-term sustainability in
Islamic finance, which relies on Sharia supervision as a primary source of ethical assurance.

This study addresses a gap in the literature by employing the Theory of Profession as a systematic
analytical framework to examine Islamic Sharia Supervision (ISS). Building on the framework developed in the
analysis of forensic accounting as an emerging professional domain, this study investigates whether Sharia
supervision demonstrates the key attributes typically associated with professional status. The framework is
adapted rather than directly applied, as the professional authority of ISS is founded on a dual basis: specialized
occupational expertise and religious-jurisprudential legitimacy. Consequently, the assessment of
professionalization considers not only technical competence and institutional regulation but also the unique
role of Sharia scholarship and fatwa-based authority in legitimizing supervisory practice.The analysis focuses
on three interrelated dimensions of professionalism: the existence of a recognized and specialized body of
knowledge, effective control over entry into the occupation, and the institutionalization of ethical codes of
conduct as mechanisms for safeguarding the public interest (Chen & van Akkeren, 2012). The central research
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questionis: to what extent does ISS satisfy the elements of the Theory of Profession, and can it be regarded as a
profession? In addressing this question, the study seeks to contribute in three ways: first, to Islamic finance
scholarship by reframing Sharia supervision as a professionalization issue; second, to the theory of professions
by extending its application to a religiously grounded occupational field; and third, to policy discussions by
clarifying the institutional conditions that must be met before implementing strategies to enhance legitimacy
and accountability in Sharia supervision.

The remainder of this paper is structured as follows: Section 2 reviews existing literature on ISS and Sharia
governance and outlines the theoretical framework based on the Theory of Profession; Section 3 describes the
methodology; Section 4 summarizes key findings; Section 5 offers an analysis and discussion; Section 6
examines the implications and offers recommendations; and Section 7 concludes by highlighting insights and
future research directions.

2 Literature Review
2.1 ISS in Islamic Finance

The key difference between Islamic finance and conventional financial systems is their adherence to Islamic
Sharia principles, such as the prohibition of interest (riba), excessive uncertainty (gharar), gambling (maysir), and
investment in unethical or harmful activities (Chowdhury, 2015; Azhari, 2025; Syafril, 2025). These prohibitions
collectively form a broader normative framework aimed at promoting justice, transparency, resource -sharing,
and the public good. However, applying Sharia principles to today's financial practices is not simple (Ilmij,
2023). It is unclear how rules designed for a simpler economy can be applied to modern financial systems
characterized by layered contractual relations, complex, esoteric mechanisms, and regulatory regimes. The
interpretive challenges inherent in aligning classical Islamic legal doctrines with contemporary financial
realities have led to the institutionalization of ISS. Sharia supervision has emerged as a governance mechanism
designed to align religious norms with financial practices and to fill the gap caused by thelack of authoritative
interpretations of Sharia in modern finance (Karbhari et al., 2024). Most IFIs therefore establish an SSB,
composed of scholars knowledgeable in Islamic jurisprudence, to oversee product development, approve
contractual structures, and monitor ongoing compliance with Sharia requirements.

In the Islamic finance literature, Sharia supervision is recognized as a fundamental characteristic
underpinning institutional legitimacy. The formation of SSBs fulfills both substantive and symbolic roles by
assuring stakeholders that IFIs' financial transactions adhere to Islamic ethical and legal standards (Alam, 2021).
Consequently, Sharia supervision extends beyond mere technical compliance; it also serves as a source of moral
and religious authority, distinguishing Islamic finance from conventional financial systems. Nonetheless, the
organizational structures and practical applications of Sharia compliance vary across differentjurisdictions and
institutions, reflecting diverse regulatory frameworks, legal systems, and interpretations of Sharia governance
(Grassa, 2013; Grassa, 2015; Faizi & Shuib, 2024).

SSB mandates and roles are typically outlined in regulatory guidelines, governance standards, and
institutional charters, but they vary significantly across different jurisdictionsin terms of scope and depth. More
broadly, the role of SSBs includes issuing fatwas to assess the permissibility of financial products and structures,
reviewing contract documents for Sharia compliance, overseeing or approving Sharia audits, and advising
senior management and boards of directors on all Sharia-related issues (Nathan Garas, 2012; Zaini & Shuib,
2021). Through these functions, SSBs hold substantial influence over both the strategic and operational decisions
of IFIs. Their rulings influence product development, set acceptable risk parameters, and shape institutional
policies. SSBs are traditionally viewed as protectors of ethical integrity and public welfare, with the mission to
ensure that commercial interests do not override Sharia principles. Framing Sharia supervision in this way
aligns it with the ethical objectives of Islamic finance, positioning it as a guardian of moral legitimacy rather
than solely as a technical consultant (Ayub et al., 2024). Institutional Sharia governance frameworks, established
by organizations such as AAOIFI and the IFSB, embody this public-interest responsibility. These frameworks
formalize expectations regarding Sharia governance, supervisory responsibility, independence, disclosure, and
accountability (Hassan & Raza, 2023). Such frameworks illustrate how the normative ethical mandate of Sharia
supervision is translated, albeit unevenly across jurisdictions, into operational governance requirements.
Nonetheless, the operational details of SSBs are contingent on institutional circumstances, regulatory
expectations, and organizations' external priorities. Variations exist in their manner of involvement in decision-
making processes, their autonomy in executing duties, and the resources available to support their functions.
In certain jurisdictions, the role of Sharia supervision is thoroughly integrated into comprehensive regulatory
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frameworks, whereas in others it remains predominantly institution-driven and advisory (Grassa, 2015 ). This
situation raises pertinent questions regarding the consistency, accountability, and overall effectiveness of Sharia
supervision across the global Islamic finance sector industry.

An increasing number of research articles continue to highlight the critical and structural issues related to
ISS. The most frequently cited concern is independence (Grassa, 2013; Hamza, 2013; Alam & Miah, 2021). The
structural dependencies imposed by the system of appointments, retention, or remuneration can limit their
ability to provide independent and impartial opinions on the operations of financial institutions. This setup
raises concerns about regulatory capture, especially when commercial pressures conflict with Sharia
compliance. Another common issue is the concentration of power within the Sharia supervision market. A small
number of influential Sharia scholars serve on numerous SSBs simultaneously, often across multiple
jurisdictions (Kachkar & Yilmaz, 2023). While this concentration is sometimes justified by a perceived shortage
of qualified scholars, it raises concerns about capacity limits, consistency in rulings, conflicts of interest, and the
potential for homogenizing Sharia interpretations. Holding too many board memberships could also hinder
Sharia supervisors' ability to oversee effectively, thereby undermining the integrity of Sharia governance. Other
critiques in the literature include the lack of common qualifications and training requirements for SSBs, poor
transparency in Sharia decision-making, and weak enforcement mechanisms to address Sharia violations (
Alkhamees, 2013; Kachkar & Yilmaz, 2023). These combined challenges may prompt calls for reforms, such as
strengthening Sharia governance frameworks, improving the Sharia audit function, and establishing
professional accreditation or certification systems for Sharia supervisors. Collectively, these strands of literature
expose a significant institutional issue: despite ISS wielding considerable religious and governance authority,
the mechanisms ensuring its independence, competence, entry, and accountability are fragmented. This raises
the critical question of whether Sharia supervision has truly developed the institutional infrastructure of a
profession.

2.2 Professionalization in Accounting, Law, and Religious Oversight

The sociological literature on professions stresses that an occupation’s legitimacy derives not only from
specialized expertise but also from the establishment of institutionalized structures overseeing education,
professional entry, accountability, and ethical oversight (Freidson, 1988; hen & van Akkeren, 2012; Suddaby et
al,, 2019). Accounting, law, and medicine exemplify this model due to their rigorous educational pathways,
mandatory licensing, strong professional bodies, and enforceable disciplinary systems. These institutional
arrangements safeguard the publicinterest, uphold standards, and cultivate societal trust (Canning & O’Dwyer,
2001). In contrast, occupations rooted in religious authority occupy a vague space between scholarship and
professional practice. Although religious scholars may possess extensive knowledge, moral legitimacy, and
socioeconomic privilege (Anrivika & Waehama, 2025), their activities are not always confined within structured
professional settings. This ambiguity also applies to ISS. On one hand, Sharia supervisors assert jurisdiction
over a highly technical field and exercise power with significant economic and societal implications (Zayd &
Ekhlat, 2023). On the other hand, the lack of standardized qualifications, regulated entry, and formal ethical
enforcement makes it difficult to consider Sharia supervision as a fully established profession. This ambiguity
underscores the potential usefulness of professionalization theory as an analytical tool when examining ISS.

While existing literature addresses Islamic finance governance and Sharia compliance, there is a noticeable
lack of research specifically investigating ISS through the lens of the Theory of Profession. Earlier research has
mainly focused on technical or regulatory changes, such as those related to board composition, governance
models, and compliance mechanisms (Alam et al., 2022; Alajmi & Al-Shammari, 2024). Although these studies
offer valuable insights, they overlook a deeper question: Has Sharia supervision truly undergone professional
consolidation comparable to that of other occupations? This study seeks to address this gap by applying the
theory of profession as an analytical framework in ISS. This approach shifts the focus from governance
mechanics to the defining qualities of professionals, providing a novel perspective on Sharia supervision as
both an occupational and institutional phenomenon. Consequently, the persistent issues identified in the ISS
literature —such as fragmented qualification standards, inadequate entry barriers, concerns regarding
independence, and insufficient ethical oversight —transcend mere governance deficiencies. These issues align
closely with the institutional characteristics employed by the sociology of professions to assess professional
status. This alignment provides the theoretical foundation for applying the Theory of Profession to ISS in the
subsequent section.
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2.3 The Theory of Profession

The "Theory of Profession," also known as "Sociology of Profession" (Pekkola et al., 2018), explains how certain
occupations achieve social recognition, authority, and independence (Monteiro, 2015). This perspective defines
professions as organized occupational groups that assert control over specific bodies of knowledge and
domains of practice (Saks, 2012). Professional status is achieved through institutionalization, social negotiation,
and boundary-setting. A key aspect of professionalization is an occupation's capacity to define and enforce
standards of competence, entry requirements, and ethicalnorms. These measures distinguish professional work
from other forms of employment (Wilensky, 1964). Such mechanisms allow professions to remain independent
while ensuring accountability to society. Professions are partly defined by their clear focus on the public
interest. Inreturn, society grants professions some independence and authority. Society trusts that professionals
will use specialized knowledge responsibly and ethically for the collective good. Professional legitimacy
depends on social trust, maintained through transparent and accountable ethical regulation (Agustina et al.,
2026). When professions do not meet these standards, their legitimacy may be called into question. This can
lead to increased external regulation or reduced occupational autonomy. This dynamic shows the importance
of institutional structures that support professional conduct aligned with public-interest responsibilities
(Adams, 2022).

ISSis a particularly compelling example of the Theory of Profession. It claims to serve the public interest,
is increasingly embedded within Islamic financial systems, and requires specialized expertise (Rifqi & Hakim,
2025). At the same time, its professional authority is distinctive because it combines specialized occupational
expertise with religious-jurisprudential authority, rather than deriving legitimacy solely from technical
competence (Kachkar & Yilmaz, 2023). This dual foundation makes ISS an appropriate setting in which to
examine how conventional attributes of professionalization operate within a religiously grounded occupational
field. The Theory of Profession provides a clear framework for systematically evaluating whether Sharia
supervision has evolved into a profession with regulatory enforcement and accountability, rather than merely
an advisory role for scholars. This approach offers a consistent theoretical basis for analyzing the professional
status of Sharia supervision and identifying the structural prerequisites necessary for its further professional
development.

3 Methodology

This study employs an analytical frameworkbased on the Theory of Professions proposed by Canning &
O’Dwyer (2001) and further applied by Candilis, (2009) and Chen & van Akkeren, (2012). Several factors justify
the appropriateness of this research design. First, our justification for not having predictive goals is that
evaluation and explanation are the study's main aims. The study explores whether Islamic Sharia oversight
meets the defining features of a profession as defined in sociological theory, rather than assessing individual
conduct, performance outcomes, or stakeholder satisfaction. This evaluative orientation seeks to uncover the
structures, norms, and boundaries of institutions instead of behavioral regularities. Second, Islamic Sharia
oversightis anormatively charged and institutionally complex concept. It operates at the crossroads of religious
authority, moral reasoning, corporate governance, and financial regulation (Nathan Garas & Pierce, 2010;
Karbhari et al., 2024). These overlapping layers cannot be adequately analyzed through purely quantitative or
positivist methods. A qualitative methodology allows continued reflection on the interpretive and normative
premises underpinning Sharia supervision, including its claims to legitimacy, moral authority, and public-
interest orientation (Wilson, 2017; Yanow, 2017). This approach is especially strong in analyzing professions or
emerging professions, where meaning, identity, and institutional design are key concerns. Third, the existing
literature on ISS has focused mainly on compliance mechanisms, jurisprudential debates, and governance
structures, and scholars have typically treated Sharia supervision as a technical or doctrinal function (Alam et
al,, 2022; Alajmi & Al-Shammari, 2024). In contrast, its nature as an occupational and professional field has
remained largely under-theorized. This paper uses a theory-driven analytical framework to address this gap by
recontextualizing Sharia supervision within broader sociological inquiries about professionalization, authority,
and accountability.

The model identifies three key characteristics that define a profession: a body of knowledge, control of
entry, and ethical codes. These traits provide a structured basis for evaluating the extent to which an
occupational domain demonstrates the institutional characteristics typically associated with professionalization
(Chen & van Akkeren, 2012). In the adapted framework, these three attributes are positioned as fundamental
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concepts that underpin the public interest, a central principle of professional practice (Figure 1).

Professions: Functions and Attributes

l

Body of Knowledge Control of Entry

;

I Protection of public interest I

Ethical Codes of
Conduct

Figure 1: Theory of Professions: Functions, Attributes, and Public Interest Protection

Source: Framework adapted from the Theory of Profession (Canning & O’Dwyer, 2001) and the Robust Model of Profession (Candilis, 2009; Chen &
van Akkeren, 2012).

The body of knowledge refers to a specialized and recognized knowledge base that underpins professional
practice. Professions are generally characterized by well-established theoretical foundations, formal
educational pathways, and specialized expertise that distinguish practitioners from other occupational groups
(Saks, 2012). A body of knowledge includes formal university qualifications, skills, training, and experience. It
is believed that professionals must acquire this knowledge base to serve the public interest. However,
Devonport (2009) suggests that fulfilling professionals’ responsibilities to the public depends not only on the
amount of knowledge they have but also on the quality of their education. The control-of-entry dimension
pertains to both the mechanisms that determine who is eligible to practice a profession (such as certification
and accreditation systems) and the institutions responsible for oversight to ensure competence and standards
(Fulda, 1973; Makhoul, 2019). Professions differ from trade unions because they use organizations to control
entry (Devonport, 2009). Typically, a strong qualifying examination system is used to assess the competence of
individuals who want to enter a profession (Devonport, 2009; Egorenko et al., 2024). Additionally, it is argued
that the profession should require a register of qualified members (Canning & O’Dwyer, 2001). The third
dimension, ethical codes of conduct, refers to the formalization of professional behavior and accountability
through general ethical guidelines that direct practitioners” actions to protect public interest. A key parameter
of a profession is the provision of clear guidelines for its members (Cohen & Pant, 1991); (Murtezaj et al., 2024).
Gaffikin (2009) further argues that, due to societal expectations, each professional's conduct must be governed
by ethics, and ethical codes should accurately reflecthow professionals fulfill public expectations. The Theory
of Profession encompasses these three traits, which collectively define a profession.

This study uses an analytical framework to examine the professionalization of ISS, focusing on these three
traits. The knowledge dimension assesses whether Sharia supervision relies on a specialized, codified, and
institutionally recognized body of knowledge, including formal education, training, and expertise in Islamic
finance. The control-of-entry dimension examines mechanisms such as certification, accreditation, and
professional bodies that regulate access to Sharia supervisory roles. The ethical codes dimension assesses
whether codes guide Sharia supervisors and promote integrity, accountability, independence, and
professionalism. To operationalize these attributes, each of them was split into descriptive-analytical categories.
This step makes the framework's abstract features usable as interest-driven indicators in documentary analysis.
The categories, derived from the existing literature on professionalization and governance in Islamic finance,
serve as coding criteria for relevant secondary sources, including regulatory frameworks, governance
standards, and academic works. Table 1 overviews the coding structure for this study.

Table 1: Coding Framework for the Adapted Theory of Profession Analysis

Characteristic Code Category Description
Body of Knowledge  BK-ED Formal Education Presence of formal academic programs or degrees
in Islamic finance, Sharia governance, or related
fields.
BK-TR Professional Availability of training programs, workshops, or

Training courses for Sharia supervisors.
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BK-SK Specialized Presence of specialized knowledge integrating
Knowledge Islamic jurisprudence (figh al-muamalat) with
modern finance.

BK-RS Research Involvement in academic research, publications,

Experience and scholarly activities related to Sharia
governance and Islamic finance practices.

BK-IN Institutionalized Recognition of knowledge in Sharia governance

Knowledge through universities, professional organizations,
or Islamic finance institutions.
Control of Entry CE-CF Certification Exigence of formal -certification systems or
Requirements professional credentials for Sharia supervisors.
CE-AC Accreditation Presence of institutions accrediting Sharia
Bodies scholars and supervisors.
CE-QL Qualification Defined minimum qualifications (such as
Requirements expertise in Islamicjurisprudence and finance) for
appointment as a Sharia supervisor.
CE-RG Regulatory Regulatory bodies overseeing the appointment
Oversight and duties of Sharia Supervisory Boards.
CE-PR Professional Membership in recognized Islamic finance or
Membership Sharia governance associations.
Ethical Codes of EC-ET Ethical Guidelines Existence of formal ethical codes for Sharia
Conduct supervisors.

EC-IN Independence Rules that ensure Sharia supervisors remain
independent of management influence.

EC-AC Accountability Mechanisms ensuring Sharia  supervisors'
accountability to regulators, institutions, and
stakeholders.

EC-TR Transparency Requirements for disclosing and reporting Sharia
supervisory decisions and rulings.

EC-PI Protection of Public  Ethical responsibilities to safeguard stakeholders

Interest and ensure Sharia compliance.

Source: Compiled by the Author (2026).

Each attribute is evaluated through a systematic review of Islamic bank websites in the Gulf Cooperation
Council (GCC) region. The unit of analysis for the coding process is the bank, with each bank analyzed based
on publicly accessible information from its official website. The data collected include corporate governance
reports, SSB disclosures, annual reports, and financial statements, such as the Sharia board report and ethical
or governance guidelines published by the bank. Websites were chosen as the primary data source because they
provide authoritative, publicly available, and institutionally endorsed information on governance frameworks,
Sharia supervisory structures, and the professional credentials of board members (Sandhu, 2024). In the banking
sector, regulatory frameworks require companies within GCC countries to disclose certain governance
information, including the composition of supervisory boards overseeing Sharia evaluations and details about
governance policies or compliance reports made public through annual reports or website listings (Bechihi &
Nafti, 2025). As a result, these sites have become reliable sources of institutional data aligned with the
governance and professional structures of the Islamic financial industry. Furthermore, disclosures from these
publicly accessible websites facilitate not only comparisons of governance documents across institutions but
also effective benchmarking of similar internal policies across banks for regulatory transparency (Boulland et
al., 2025). Using documentary evidence from official websites aligns with qualitative content analysis
approaches to governance and organizational studies, which depend on publicly available institutional
documents to evaluate governance mechanisms, professional roles, and regulatory compliance (Kochalski et
al., 2025). Therefore, we consider bank website disclosures a suitable and systematic data source for assessing
the presence of the professional attributes outlined in the analytical framework.

This study covers full-fledged IBs in GCC countries, all of which follow Islamic banking principles. The
banks included in the research are shown in Table 2. These banks provide Sharia-compliant financial services
and products, such as Islamic financing, investment, and other financial offerings aligned with Islamic Sharia,
including the prohibition of interest and the requirement for profit-and-loss sharing (Farooqui, 2022). Selecting
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IBs in GCC countries is a strategically important decision, considering the region’s vital role as a hub for Islamic
finance (Tashkandi, 2023).

4 Findings

Using the coding scheme described above, evidence for each of these analytical categories was identified and
recorded. These categories reflect the three core professional attributesin the frameworks: Body of Knowledge,
Control of Entry, and Ethical Codes of Conduct. Based on the information found in the analyzed documents for
each bank, we assessed whether there was evidence for each coding category. Table 2 presents the results of
this coding process, showing a matrix where the rows represent banks and the columns represent the analytical
categories. In the table, V" indicates clear evidence supporting a category; "Q" indicates partial or indirect
evidence; and "x" signifies no explicit evidence was found. This coding matrix offers a systematic overview of
how institutional attributes related to professionalization in Sharia supervision manifestamong Islamic banks
in the GCC region.

Table 2: Coding Matrix of Professional Attributes in Sharia Supervision within GCC Islamic Banks

Body of Knowledge Control of Entry Ethical Codes of Conduct

Categorie
BK- BK- BK- BK- BK- CE- CE- CE- CE- CE- EC- EC- EC- EC- EC-

Bank Name ED TR SK RS IN CF AC QL RG PR ET IN AC TR DI
Al Bara‘aka Islamic Bank Q Q N N N " N N N o 9 0 I N N
(Bahrain)

Alizz Islamic Bank Q Q N N N < « N N Q < N N N Q
(Oman)

Bank Nizwa (Oman) Q o NN x x R v Q  x . R v oQ
Bahrain Islamic Bank

(Babrain) Q a Vv v N ox o x AN N0 x N A A Q
Ithmaar Bank (Bahrain) Q Q v ~ v x X ~ v Q x N ~ N Q
Bank Albilad (KSA) QO QO v A A4 x x A A4 a0 x Q0 A A Q
Alinma Bank (KSA) Q Q v A AV x x A A4 x o v AN Q
Bank Aljazira (KSA) QO O v A A x x A A x x QO v J Q
Al Rajhi Bank (KSA) Q O A NG A x x N N N N v oQ
Boubyan Bank

(Kuwait) Q Q v N vV o x x A4 A4 a x A A 4 Q0
Kuwait Finance House

(Kuwait) Q Q Vv 4 A x x 4 N4 a x 4 a v Q
WarbaBank (Kuwait) Q Q Y Vv Y x x a x + ao @
Masraf Al Rayan (Qatar) (2 Q ~ ~ ~ X x ~ ~ x X (@) ~ ~

Qatar International

Islamic Bank (Qatar) Q Q \j \/ \/ x x \/ \/ Q x Q \/ \/ Q
Qatar Islamic Bank Q o A N N % x ~ ~ Q  x Q A v Q
(Qatar)

Dubai Islamic Bank

UAD) Q Q N N 4 x x A A 02 x a o J o0
Emirates Islamic Bank

OAB) QO Q v 4 4 x x A 4 a2 x o o v Q0
Sharjah Islamic Bank

(UAE) Q o v o A x x v v x x o 0o v 0

Abu Dhabi Islamic Bank
UAB) QO QO Vv o A

Source: Compiled by the Author (2026).

The primary inference from the coding matrix pertains to the Body of Knowledge underlying ISS.
Specialization-knowledge-related categories are consistently observed across all banks in the sample. The
findings provide direct evidence of specialized knowledge (BK-SK) and institutionalized knowledge (BK-IN),
indicating that Sharia supervision roles are designated for individuals with expertise in Islamic jurisprudence



Assessing the Professional Status of Sharia Supervision in Islamic Finance: Evidence from GCC Islamic Banks 620

and related schools of thought. Additionally, there is substantial evidence for research experience (BK-RS), as
many members of Sharia Supervisory Boards maintain academic affiliations and engage in scholarly work in
Islamic finance and Sharia governance. This underscores the critical importance of scholarly authority in
legitimizing Sharia supervision within IFIs. Despite these strengths, the matrix shows significant limitations in
integrating professional knowledge. Specifically, formal education (BK-ED) and professional training (BK-TR)
are only partially represented in the dataset. Although Sharia supervisors often hold postgraduate degrees, the
coding results indicate a lack of a standardized educational pathway that combines Islamic law with modern
financial knowledge. Another important pattern concerns the institutional mechanisms governing entry into
the profession. The coding matrix shows no evidence of certification requirements (CE-CF) or accreditation
bodies (CE-AC) for any bank in the sample. This absence indicates that ISS still lacks formal licensing systems
or governance structures to support professional accreditation for supervisory roles. On the other hand, there
is strong evidence supporting qualification requirements (CE-QL) and regulatory oversight (CE-RG),
highlighting the increasing influence of regulatory authorities in shaping Sharia governance frameworks in the
GCC region. A third patternin the matrix pertains to ethical governance structures. Transparency practices are
consistent across the dataset, as each bank discloses governance information for Sharia-compliant activities.
However, there is limited evidence of formal ethical codes regulating the professional conduct of Sharia
supervisors.

To aid understanding, coding results were combined for all sampled banks. Table 3 presents the sources
of evidence found in sampled Islamic banks on ISS-related professional veracity.

Table 3: Overview of Coding Results for GCC Islamic Banks

Professional Attribute =~ Coding Category Clear Evidence Partial No Evidence
Evidence

Body of Knowledge Formal Education 0 19 0
Professional Training 0 19 0
Specialized Knowledge 19 0 0
Research Experience 17 2 0
Institutionalized 19 0 0
Knowledge

Control of Entry Certification 0 0 19
Requirements
Accreditation Bodies 0 0 19
Qualification 19 0 0
Requirements
Regulatory Oversight 19 0 0
Professional Membership 0 15 4

Ethical Codes Ethical Guidelines 0 0 19
Independence 8 11 0
Accountability 12 0
Transparency 19 0 0
Protection of Public 2 17 0
Interest

Source: Compiled by the Author (2026).

The Body of Knowledge dimension, particularly institutionalized knowledge (BK-IN), is evident in all 19 banks,
while specialized knowledge (BK-SK) is also prominent in most. Research experience (BK-RS) is well
established in 17 banks and partially present in 2banks. In contrast, formal education (BK-ED) and professional
training (BK-TR) are only partially evidenced across all 19 banks, suggesting that although Sharia supervisors
possess advanced scholarly expertise, formal professional education and training structures remain weakly
institutionalized. The Control of Entry dimension highlights significant structural constraints: certification
requirements (CE-CF) and accreditation bodies (CE-AC) are absent in all sample banks, whereas qualification
requirements (CE-QL) and regulatory oversight (CE-RG) are formally present in every case. This pattern
suggests that governance structures for entry into Sharia supervisory roles are primarily based on institutional
or regulatory expectations rather than formal licensing mechanisms. Professional membership (CE-PR) is
partially evidenced in 15 banks and absent in 4, indicating a lack of strong closure mechanisms for the
profession. The Ethical Codes of Conduct dimension shows different degrees of institutionalization:
transparency (EC-TR) exists in all banks; accountability (EC-AC) is fully in 12 and partial in 7; independence
(EC-IN)is fully in 9 and partial elsewhere. Formal ethical guidelines (EC-ET) are absentin all cases, and public
interest protection (EC-PI) is partially evidenced in 17 banks and fully present in only 2 banks. Overall, Table
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3 shows ISShas strong epistemic structures but weak institutional mechanisms for entry regulation and ethical
governance.

5 Discussions of Major Findings
5.1 The Knowledge Foundations of ISS

From the perspective of the Theory of Profession, ISS reveals itself as a complex and multifaceted domain. It
demonstrates both established professional traits and emerging non-professional features. Professional status
derives from mastery of specialized knowledge highly valued by society. This expertise is sufficiently intricate
and distinctive that only genuine specialists can assert it (Jovell, 1992; Freidson, 2001). In ISS, this knowledge
primarily comprises Islamicjurisprudence, with particular emphasis on the jurisprudence of transactions (figh
al-mu ‘amalat), which regulates commercial and financial activities. It offers the legal framework for Sharia
supervisors to evaluate financial products, contracts, and practices (Hasan, 2010; Ercanbrack & Ali, 2024).
Effective Sharia supervision necessitates expertise that extends beyond conventional jurisprudence, given that
Islamic finance operates within national markets, encompasses intricate products, and is regulated by diverse
regulatory frameworks. Sharia supervisors are required to integrate Islamic legal principles with derivatives,
financial products, risk-sharing mechanisms, accounting standards, and compliance requirements, thereby
demanding proficiency in contemporary finance, accounting, governance, and international regulation
(Widjaja, 2024; Hendra et al., 2025). The convergence of religious law and financial expertise yields a complex,
cognitively demanding body of knowledge akin to that found in law or accounting.

This study finds specialized expertise within ISS. Specialized knowledge (BK-SK) and institutionalized
knowledge (BK-IN) are present in all 19 banks, while research experience (BK-RS) appears in 17 and partially
in 2. These findings indicate that Sharia supervisory authority is based on scholarly knowledge and academic
involvement, boosting the field's intellectual credibility (Farook & Farooq, 2013). However, the
institutionalization of professional knowledge remains incomplete. Elements related to formal education (BK-
ED) and professional training (BK-TR) appear only as partial evidence across all 19 institutions. This pattern
should not be interpreted as contradictory, since these indicators capture different aspects of professional
knowledge. Clear evidence for BK-SK and BK-IN demonstrates the existence and institutional recognition of
specialized Sharia-financial expertise, whereas partial evidence for BK-ED and BK-TR indicates that this
expertise has not yet been translated into standardized educational and professional training pathways for
Sharia supervisors. The findings therefore distinguish between a mature substantive knowledge base and its
still incomplete professional institutionalization. Although Sharia scholars are generally highly educated and
hold diplomas, few professional education and training systems have been set up to bridge the gap between
Islamiclaw and modern financial practices. Educational routes into Sharia supervision are therefore varied and
fragmented (Dasopang, 2025). This fragmentation shows a broader lack of agreement on the minimum skills
needed for professional practice in Sharia supervision. According to Chen and Van Akkeren (2012), the absence
of widespread educational qualifications can lead to lower professional cohesion and weaken the shared
identity of an occupational group. In the context of ISS, few formal co-educational pathways make it difficult
toset clear professional standards and to develop systematic, consistent interpretive practices acrossinstitutions
and jurisdictions (Farook & Farooq, 2013; Yasardin & Kooria, 2025). Therefore, empirical data confirm a solid
knowledge base, but ISS remains only partially institutionalized, with professional authority relying heavily on
the reputation of individual Sharia scholars.

5.2 Control of Entry and Professional Closure

A key aspect of professional status is controlling entry into the occupation. Professions differentiate themselves
by restricting access via licensing, exams, and registration (Jovell, 1992; Freidson, 2001). These measures ensure
competence and protect the publicby enforcing standards. However, this study's findings show that such entry
regulation is almost absentin ISS. No evidence of certification conditions (CE-CF) or accreditation bodies (CE-
AC) for any of the 19 banks studied was found. This indicates the absence of an official licensing authority or
professional certification system governing entry into Sharia supervisory roles. The findings also provide
evidence of qualification requirements (CE-QL) and regulatory oversight (CE-RG) across all banks. This
suggests national regulatory authorities are now more influentialin establishing Sharia governance frameworks
across the GCC. Many central banks have adopted such frameworks in recent years, requiring IFIs to establish
SSBs composed of scholars with substantive knowledge of Islamic jurisprudence (Grassa, 2015). Entry into
Sharia supervisory positions is mainly governed by institutional appointments rather than by professional
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licensing systems. Financial institutions typically hire Sharia scholars for their reputation, academic credentials,
and professional connections (Farook & Farooq, 2013; BenSaid, 2025). Professional membership (CE-PR) is
partial in 15 cases and absent in 4 cases, as membership in professional associationsis not required for practice.

According to the Theory of Profession, a decentralized registration system undermines professional
closure. This professional closure refers to a profession's capacity to define and defend exclusive jurisdiction
over its expertise (Jovell, 1992). When entry barriers are low, a unique supply-and-demand dynamic emerges:
a small pool of renowned Sharia scholarsends up serving on SSBs globally. Islamic finance literature documents
this phenomenon as Sharia scholar concentration (Farook & Farooq, 2013; Alam et al., 2021). Its effects ripple
through governance in Islamic finance. Increased workloads for scholars, heightened conflicts of interest from
serving several institutions, and a risk of limited diversity in Sharia rulings are just a few outcomes (Zahid &
Khan, 2019; Abozaid, 2020). Consequently, while limiting multiple SSB memberships may mitigate concerns
regarding independence and workload, imposing overly restrictive limits without first expanding the pool of
suitably qualified scholars could introduce new capacity constraints. Therefore, professionalization should
integrate progressively calibrated membership limits with investments in specialized education, certification,
professional training, and succession pathways. This strategy acknowledges the practical scarcity of expertise
while addressing governance risks associated with excessive concentration.

5.3 Ethical Authority, Independence, and Accountability

The ethical and legal underpinnings of ISS encompass principles of fairness, transparency, and social benefit.
Theoretically, the responsibilities of Sharia supervisors extend beyond financial institutions and stakeholders
to include broader religious and moral principles inherent in Islamic jurisprudence (Haniffa & Hudaib, 2007;
Khaleel et al., 2022). However, empirical findings from this study yield a somewhat mixed perspective on the
institutionalization of ethical governance. The coded results demonstrate significant evidence of transparency
(EC-TR) across the twenty banks, predominantly driven by their robust emphasis on SSB reporting and
governance disclosures. Such transparency practices facilitate community oversight of Sharia-compliant
activities and promote institutional awareness (Asif & Akhlaq, 2024). Similarly, accountability mechanisms (EC-
AC) were identified in 12 banks and were partially present in 7, while safeguards for independence (EC-IN)
were explicitly established in 8 cases and were partially demonstrated in 11 others. This shows that aspects of
ethical governance are gradually being incorporated into institutional governance frameworks. Nonetheless,
substantial gaps persist. These findings also reflect the absence of formal professional codes of ethics governing
the activities of Sharia supervisors, as evidenced by the lack of such codes (EC-ET) within the dataset. This
absence should not be interpreted as evidence that ethical governance is entirely lacking. Rather, the results
reveal a distinction between institution-level governance mechanisms and profession-level ethical regulation:
independence and accountability provisions may be embedded within individual banks’ governance structures
even where no distinct professional code of ethics for Sharia supervisors exists. The coexistence of these findings
therefore suggests that ethical oversight in ISS has developed primarily through organizational governance
rather than through collective professional self-regulation. Likewise, the safeguarding of the publicinterest (EC-
PI) chiefly appears as partial evidence (in 17 cases) and is explicitly evident in only 2 institutions.

These findings support the conclusions of Hasan & Sabirzyanov 2015) and Abozaid & Khateeb, (2024),
suggesting that ethical ISS governance remains primarily integrated within institutional governance
frameworks, rather than being addressed through formal mechanisms of professional self-regulation. Ethical
principles such as independence and integrity are often cited, but formal mechanisms to manage conflicts of
interest or punish unethical behavior remain scarce. The ethical problem is especially pronounced in the
relationship between Sharia supervisors and financial institutions. IFIs usually appoint, hire, pay, and grant
tenure to their Sharia scholars, creating dependencies that can undermine independence (Abozaid, 2020). From
a professional ethics standpoint, such arrangements are troubling, as independence is a foundational value in
professions that provide oversight and assurance, including auditing and law (Zahid & Khan, 2019). Sharia
supervision may be regarded as symbolic rather than truly regulatory without more robust institutional
safeguards.

Considered together, the three attributes of the Theory of Profession create a clear framework for their
intended theoretical and practical outcomes. ISS displays several traits of a modern profession, such as
specialized knowledge, expertise based on theoretical learning, and a commitment to ethical governance
supported by a normative structure. However, empirical findings reveal notable structural limitations. For
instance, while the scientific foundation of the profession is strong, it is only partially integrated into formal
educational systems. Additionally, entry into the field is weakly regulated, and formal certification systems are
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missing. Although some ethical governance mechanisms are in place, they are not well-structured and lack
effective enforcement. Therefore, these findings suggest that, from the perspective of the Theory of Profession,
ISS holds an intermediate position on the spectrum of professionalization. The field is best described as an
emerging or semi-profession, positioned between traditional scholarly authority and full professionalization.
This classification does not undermine the religious legitimacy or intellectual authority of Sharia scholars.
Rather, it highlights the institutional challenges facing Sharia governance as IFIs become increasingly integrated
into the global financial system (Quadri et al., 2023). As the industry develops, the need for increased
consistency, transparency, and accountability is expected to grow (Alam et al., 2021). To attain full professional
status and protectits intellectual authority, the field must focus on establishing rigorous educational standards,
setting clear entry requirements, and enforcing ethical governance frameworks. Addressing these challenges
proactively will be crucial for ISS to maintain long-term credibility and effectivenessin a global context setting.

6 Research Implications

From a theoretical standpoint, this analysis shows that the theory provides a strong framework for examining
occupations that combine religious leadership, ethical guidance, and technical expertise. This framework is
often overlooked. Using the theory beyond traditional fields like accounting and law reveals that
professionalization is relevant not only to technical areas but also to roles grounded in values and religious
understanding. In this context, ISS challenges the traditional boundaries of professional theory while
reinforcing its core principles of knowledge, authority, and public trust. The analysis suggests that ISS exhibits
the features of partial or incomplete professionalization. Although the occupation claims specialized expertise
and a public-interest focus, it lacks the institutional structures needed to support these claims systematically
and transparently. Viewing Sharia supervision as an emerging or semi-profession is useful because it prevents
categorizing the occupation as either fully professional or purely informal. Instead, it helps scholars see Sharia
supervision as a profession in transition, shaped by regulatory differences, market forces, and the changing
demands of Islamic finance.

At the governance level, the study emphasizes that the Islamic financial sector faces significant structural
challenges. Sharia compliance, the foundation of Islamic finance, aims to ensure that all transactions adhere to
ethical and legal Islamic principles. However, this assurance is weakened by the lack of a comprehensive
professional framework. Inconsistent qualifications, non-transparent processes for selecting Sharia scholars,
and limited accountability mechanisms lead to trust in Sharia rulings that relies more on individual reputation
than on institutional reliability. Addressing these weaknesses requires differentiated institutional
responsibilities rather than a single centralized solution. Central banks and national regulators can establish
minimum qualification, registration, and governance requirements, while AAOIFI and the IFSB can contribute
to greater cross-jurisdictional convergence in competency and ethical standards. At the institutional level,
boards of directors can translate these standards into transparent appointment criteria, independence
safeguards, workload monitoring, continuing professional development, and clearer accountability
arrangements. This situation undermines the industry's commitment to a unified ethical standard and causes
governance inconsistencies across regions and organizations. These vulnerabilities threaten stakeholder
confidence, especially in a sector that strives to uphold higher ethical standards than conventional finance.
Divergentinterpretations of Sharia, concentration of authority among a small group of scholars, and potential
conflicts of interest from institutional dependencies further undermine the integrity of Sharia oversight. Moving
Sharia supervision toward a recognized professional standard is crucial for ensuring the industry's long-term
stability and credibility.

In practical terms, this research maintains thatt authentic Sharia supervision necessitates institutional
reforms aligned with three fundamental attributes of professional status. First, arecognized body of knowledge
must be established, encompassing educational standards in Islamic jurisprudence, finance, accounting, and
governance, accompanied by ongoing professional development. Such development is particularly important
given the limited pool of scholars possessing both advanced Sharia knowledge and contemporary financial
expertise; expanding this pool should accompany, rather than follow, stronger professional regulation. Second,
entry controls should be instituted through certification and licensing mechanisms, supported by a public
register to enhance transparency and accountability. National regulatory bodies could gradually coordinate
these systems, while international standard-setting organizations might aid in the portability and cross-border
acknowledgment of professional skills. Third, although ethics form the foundation of ISS, their effective
implementation requires clear standards, active oversight, and meaningful consequences to ensure genuine
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accountability in practice. At the bank level, boards of directors should reinforce these professional
requirements through procedures related to appointments, conflict of interest, independence, and performance
monitoring. While international organizations such as AAOIFI and IFSB have contributed to institutional
compliance (Abozaid & Khateeb, 2024), they have not extensively regulated professional conduct. The
establishment of professional regulation would augment credibility, facilitate accreditation, uphold ethical
standards, and enable cross-border recognition, thereby reducing fragmentation and fostering consistency
within Islamic finance. However, these reforms should be introduced gradually to ensure that stricter entry and
multiple-membership controls do not inadvertently exacerbate the current shortage of adequately qualified
Sharia experts.

7 Conclusions, Limitations, and Future Directions

This study examined whether Islamic Sharia Supervision (ISS), as practiced in Islamic financial institutions, can
be recognized as a distinct profession. Using the Theory of Profession framework, the study examines whether
Sharia supervision exhibits the key attributes typically associated with professional status. The analysis focuses
on three interrelated dimensions of professionalism: the existence of a recognized, specialized body of
knowledge; effective control over entry into the occupation; and the institutionalization of ethical codes of
conduct as mechanisms for safeguarding the public interest. These dimensions were empirically evaluated
using governance disclosures from 19 Islamicbanks within the Gulf Cooperation Council (GCC).. The findings
reveal that ISS remains structurally underdeveloped as a profession due to the absence of standardized
education, qualification frameworks, and formal control mechanisms. Entry into the field is primarily
determined by reputation and personal networks rather than official licensing, raising concerns about
transparency and fairness. Ethical supervision is largely informal, with limited institutional structures to ensure
accountability. These factors suggest that ISS operates more as a semi-profession than a fully established
profession, exhibiting many professional characteristics butlacking the institutional frameworks necessary for
comprehensive authority and responsibility. Referring to a religious activity as a semi-profession does not
reduce its religious authority; instead, it emphasizes the institutional dynamics and changing context. As the
number of transactions involving Islamic finance grows and reaches more sectors globally, expectations for
consistency, transparency, and accountability in Sharia compliance are increasing. This, in turn, drives the
professionalization of Sharia supervision as a structural response. As such, this study argues that the question
of whetherISSis a profession is both normative and institutional, rather than merely a matter of classification.
It involves legitimizing authority, regulating expertise, and maintaining public trust in Islamic finance. Using
the Theory of Profession, the study shows ISS has the key traits of an emerging profession but needs stronger
institutions to mature. This transition will shape the future governance, credibility, and ethics of Islamic finance
globally.

This study makes a significant contribution to the field. Theoretically, it demonstrates that the Theory of
Profession is applicable to occupational roles grounded in religious principles, thereby extending professional
theory beyond conventional secular contexts. Empirically and conceptually, it systematizes the analysis of
Sharia supervision as a profession and provides terminology for evaluating its strengths, limitations, and
development. For practitioners, the study identifies governance challenges resulting from a weak professional
infrastructure and suggests that institutional reform could boost the credibility of Islamic finance. In practice,
these findings can guide policymakers and institutions in implementing targeted reforms to professionalize
Sharia supervision, define professional standards, and build trust among stakeholders in Islamic finance.

Despite these significant contributions, this study suffers from some limitations; the principal limitation
lies in the analytical framework used. The study indeed adopts a structural perspective of the Theory of
Profession, emphasizing institutional indicators such as the body of knowledge, control of entry, and ethical
governance. While these dimensions are central to classical professionalization theories, the sociology of
professions literature indicates that professions should also be analyzed through lenses of power relations,
jurisdictional control, organizational contexts, and the development of hybrid professionalism (Pekkola et al.,
2018). While this study addresses specific formal institutional elements of ISS, it does not fully consider the
broader socio-organizational processes that affect professional sovereignty. This limitation may impact the
understanding of actual authority, as formal governance structures do not inherently reveal the negotiation of
power among Sharia supervisors, bank management, boards of directors, regulators, and other professional
actors in practice. Future research could extend this analysis by investigating how organizational Sharia
supervisors assert authority within their administrative contexts, especially in relation to bank management,



Assessing the Professional Status of Sharia Supervision in Islamic Finance: Evidence from GCC Islamic Banks 625

regulators, and other professional actors. Additional studies could explore the effects of jurisdictional dynamics
and professional competition within Islamic finance or examine the emergence of hybrid professions at the
intersection of religious scholarship, financial expertise, and managerial competence. Such investigations would
enhance the current structural analysis by illustrating how formal professional authority is reinforced,
constrained, or reshaped within actual organizational settings.
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Objectives: This study examines the impact of internal control
systems on fraud prevention in Saudi Arabia's banking sector,
with particular emphasis on the five COSO internal control
components and the mediating role of cybersecurity integration.
Methods: The study adopted a quantitative explanatory research
design. Data were collected through a structured questionnaire
distributed to employees working in risk management,
compliance, internal auditing, and IT security functions in Saudi
commercial banks. A total of 312 valid responses were analyzed
using SPSS 28.0 and SmartPLS Descriptive statistics, correlation
analysis, multiple regression analysis, and structural equation
modeling (SEM) were employed to test the proposed hypotheses.
Results: The findings reveal that all internal control components
have statistically significant positive effects on fraud prevention
within Saudi banks. Risk assessment, control activities, and
monitoring activities demonstrate the strongest predictive effects
in minimizing fraudulent activities. The results also show a partial
mediating effect of cybersecurity integration, indicating that
digital monitoring systems and cybersecurity practices enhance
the effectiveness of traditional internal control mechanisms in
reducing fraud risk.

Conclusions: The study concludes that effective internal control
systems play a critical role in strengthening fraud prevention
practices in the Saudi banking sector. The findings offer practical
implications for bank management, internal auditors, compliance
officers, and regulatory authorities, including the Saudi Central
Bank (SAMA), by supporting improved governance practices,
stronger internal controls, and reduced fraud risks within Saudi
banks.

Keywords: Internal Control Systems; Fraud Prevention; Saudi Banking
Sector; Risk Assessment; Corporate Governance; Cybersecurity; SAMA.
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1 Introduction

Fraud in the banking industry remains one of the most serious challenges facing financial institutions
worldwide. Beyond financial losses, fraudulent activities can damage investor confidence, weaken financial
stability, and reduce public trust in banking systems. The rapid growth of digital banking, electronic payment
platforms, and financial technology has further increased exposure to sophisticated financial and cyber fraud.
As a result, strengthening internal control systems has become a strategic priority for banks and regulatory
authorities alike (Oduro et al., 2025).

In Saudi Arabia, the banking sector plays a central role in supporting the objectives of Vision 2030 and
promoting sustainable economic growth. Vision 2030 emphasizes economic diversification, technological
innovation, and digital development across key sectors, including financial services (U.S. International Trade
Administration, 2025). In response to these developments, Saudi banks operate within a comprehensive
regulatory environment supervised by the Saudi Central Bank (SAMA), which has introduced governance,
compliance, anti-fraud, and cybersecurity regulations aimed at improving transparency and institutional
accountability. Nevertheless, fraud risks continue to evolve alongside the increasing complexity of banking
operations and digital financial services.

Internal control systems are widely viewed as essential mechanisms for reducing fraud risk and improving
organizational governance. Based on the COSO framework, internal controls consist of five integrated
components: control environment, risk assessment, control activities, information and communication, and
monitoring activities. Together, these components help organizations safeguard assets, ensure reliable financial
reporting, support regulatory compliance, and reduce opportunities for fraudulent behavior (Harber & Marx,
2020).

The ongoing expansion of digital banking technologies in Saudi Arabia has also transformed fraud
detection and prevention practices. Banks increasingly rely on artificial intelligence, automated monitoring
systems, biometric verification, and real-time analytics to strengthen internal controls and improve fraud
detection capabilities. Government initiatives supporting artificial intelligence and digital infrastructure have
accelerated the modernization of banking services and digital payment systems across the Kingdom (U.S.
International Trade Administration, 2025). However, the effectiveness of these technologies largely depends on
the quality of the underlying internal control framework. Weak monitoring procedures, poor communication
channels, and inadequate segregation of duties may still create opportunities for fraud, even within
technologically advanced banking environments.

Recognizing the importance of strong governance and risk management, SAMA has established regulatory
guidelines that emphasize effective internal control practices within Saudi banks. These guidelines require
boards of directors and senior management to review risk management strategies regularly and ensure the
implementation of appropriate control procedures for identifying, monitoring, and managing financial risks
(International Monetary Fund, 2013). In addition, supervisory inspections are conducted to evaluate the
adequacy of banks' monitoring systems, credit administration procedures, and internal control practices
(International Monetary Fund, 2013). Such regulatory oversight highlights the importance of internal controls
in protecting financial institutions from fraudulent activities.

Although prior studies have examined fraud prevention and internal control systems in different
international contexts, empirical evidence relating specifically to the Saudi banking sector remains limited.
Existing research has largely focused on identifying relationships between variables rather than examining the
actual impact of internal control components on fraud minimization. Moreover, the rapid expansion of digital
banking services has created new operational and cybersecurity challenges that require further investigation.

Accordingly, this study examines the impact of internal control systems on minimizing fraud in the Saudi
banking sector by evaluating the effects of the five COSO internal control components on fraud prevention
practices. The study also explores the role of cybersecurity integration in enhancing the effectiveness of internal
controls within Saudi banks. Using a quantitative explanatory research design and regression-based analysis,
this study contributes to the growing literature on banking governance, fraud prevention, and internal control
effectiveness in emerging economies.

The findings of this study are expected to provide practical implications for bank managers, internal
auditors, compliance officers, policymakers, and regulatory authorities such as SAMA. In addition, the study
supports the objectives of Vision 2030 by promoting stronger governance practices, greater transparency, and
sustainable development within the Saudi banking sector.
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2 Literature Review

Previous literature has consistently emphasized the importance of internal control systems in reducing fraud
and improving organizational governance. Earlier studies mainly focused on the role of institutional
capabilities, audit procedures, and governance structures in strengthening fraud prevention mechanisms. For
example, Popoola et al. (2016) examined the moderating role of institutional capability in enhancing the
effectiveness of internal control systems within financial institutions. Their findings indicated that strong
institutional support improves organizations' ability to detect and reduce fraudulent activities.

Meiryani et al. (2019) highlighted internal control systems as fundamental mechanisms for fraud
prevention and organizational accountability. Similarly, Harber and Marx (2020) explained the significance of
the five COSO internal control components - control environment, risk assessment, control activities,
information and communication, and monitoring - in establishing an effective fraud prevention framework.

From 2021 onward, research increasingly focused on the effectiveness of internal auditing, governance
practices, and digital transformation in minimizing fraud risks. Agustina et al. (2021) found that auditors’
professional skepticism significantly improves fraud detection capabilities. During the same period, Hay et al.
(2021) examined the resilience of internal control systems during the COVID-19 pandemic and concluded that
adaptable control mechanisms are essential for maintaining effective fraud prevention under crisis conditions.
In the Saudi context, Al-Harbi and Al-Ahmari (2021) reported that higher internal audit quality positively
contributes to fraud prevention within Saudi commercial banks.

In 2022, the literature expanded to include governance, corruption risk, and technology-driven fraud
prevention mechanisms. Pizzi et al. (2021) and Grayston (2022) emphasized the growing importance of digital
auditing tools and data analytics in improving fraud detection processes. Alberti et al. (2022) examined the
influence of audit firm culture on internal control effectiveness, while Fung et al. (2022) demonstrated how
corruption culture may weaken internal audit quality and organizational controls. Rashid et al. (2022) also
developed a comparative framework for evaluating fraud prevention strategies in developed and developing
countries. Within Saudi Arabia, the Institute of Internal Auditors Saudi Arabia (2022) stressed the importance
of compliance with SAMA regulations in strengthening fraud prevention practices across financial institutions.

More recent studies have shifted attention toward cybersecurity, digital banking risks, and artificial
intelligence applications in fraud detection. Alqassem (2022) analyzed the effectiveness of SAMA compliance
regulations in improving internal audit effectiveness and reducing fraud risk in Saudi banks. Pilonato (2022)
discussed the role of accounting systems in either facilitating or limiting corruption networks, whereas
Sulaiman et al. (2022) examined how audit rotation and governance mechanisms contribute to improving
internal control effectiveness.

Research published in 2023 further highlighted the growing integration between internal controls and
digital technologies. Alzeban (2023) examined the mediating role of organizational ethics in the relationship
between internal controls and fraud prevention within Saudi institutions. Similarly, Al-Shammari et al. (2023)
found that implementing COSO-based internal control frameworks significantly reduces fraudulent activities
in Saudi commercial banks. Baz et al. (2023) argued that weak internal controls and insufficient fraud awareness
may negatively affect the financial stability of Saudi banks. In addition, Kumar and Yadav (2023) warned that
the rapid growth of online banking services increases exposure to cyber fraud risks, while Aburaya and Barnat
(2023) emphasized the importance of legal and regulatory measures in combating identity-based banking fraud
in Saudi Arabia.

The most recent studies published between 2024 and 2025 have concentrated on digital transformation,
artificial intelligence, and cybersecurity integration within banking systems. Alsulami and Almutairi (2024)
investigated the digital transformation of internal control systems in the Saudi banking sector and highlighted
the importance of technological integration in enhancing fraud monitoring practices. Waliullah et al. (2025)
demonstrated that advanced technologies, such as blockchain and biometric authentication, significantly
reduce opportunities for fraud in digital banking environments. Likewise, Chen et al. (2025) concluded that
artificial intelligence-based fraud detection models are highly effective in identifying anomalies and suspicious
transactions in real time.

Although previous studies provide valuable insights into internal controls and fraud prevention, several
research gaps remain. First, many earlier studies focused primarily on identifying relationships between
variables rather than examining the predictive impact of internal control components on fraud minimization.
Second, limited empirical evidence exists regarding the Saudi banking sector, particularly under the current
environment of rapid digital transformation and increasing cybersecurity threats. Third, prior studies often
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examined internal controls, governance, cybersecurity, or fraud prevention separately, without integrating
these dimensions into a unified analytical framework.

Accordingly, the current study contributes to the literature by examining the impact of the five COSO
internal control components on fraud minimization within Saudi banks using an explanatory quantitative
approach. Unlike many prior studies, this research also incorporates cybersecurity integration as a mediating
factor to better reflect the evolving digital banking environment in Saudi Arabia. In doing so, the study provides
a more comprehensive understanding of how traditional internal control systems and modern technological
tools collectively contribute to fraud prevention within the Saudi banking sector.

3 Theoretical Framework

This study is underpinned by two complementary organizational theories that provide a conceptual lens for
understanding the effectiveness of internal control systems in fraud prevention within financial institutions:
Contingency Theory and Agency Theory.

Contingency Theory posits that there is no universally optimal structure or system of control; rather, the
design and effectiveness of internal controls depend on the specific context in which an organization operates.
Key organizational variables, such as size, structure, technological sophistication, and environmental pressures,
significantly influence the nature and performance of internal control mechanisms. Within the Saudi banking
context, such variables include regulatory compliance requirements, including guidelines issued by SAMA,
levels of digitization, the complexity of financial products, and degrees of operational risk. Consequently, banks
must tailor their internal control frameworks to align with these contextual demands in order to mitigate fraud
risk effectively. This theory supports the view that internal controls are not static or uniform but must evolve
to suit each bank's internal dynamics and external environment (Donaldson, 2001; Otley, 1980).

In parallel, Agency Theory provides further theoretical grounding by addressing the inherent conflict of
interest that arises in principal-agent relationships, particularly between shareholders and bank executives. The
theory asserts that agents may not always act in the best interests of principals unless appropriate monitoring
and control mechanisms are in place. Internal controls serve as these mechanisms by establishing checks and
balances, such as segregation of duties, formal approval hierarchies, internal audit functions, compliance
monitoring, and oversight committees. In the Saudi banking sector, the implementation of these controls plays
a vital role in curbing opportunistic behavior by aligning managerial actions with stakeholder objectives and
reinforcing institutional integrity (Jensen & Meckling, 1976; Eisenhardt, 1989).

Together, these two theoretical perspectives provide a comprehensive explanation of how internal control
systems contribute to fraud prevention. Contingency Theory highlights the importance of contextual alignment
in the design of control mechanisms, while Agency Theory underscores their necessity for mitigating agency
problems and promoting ethical behavior. Applied to this study, the integration of both theories strengthens
the argument that effective, well-structured, and context-sensitive internal control systems are essential for
reducing fraud within Saudi banks.

4 Research Hypotheses

Based on the literature review and the theoretical framework underpinning this study, the following hypotheses
were developed to examine the impact of internal control system components on fraud prevention in the Saudi
banking sector:

e HI: The control environment has a significant positive impact on fraud prevention in Saudi banks.

e H2: Risk assessment practices have a significant positive impact on fraud prevention in Saudi banks.

e H3: Control activities have a significant positive impact on fraud prevention in Saudi banks.

e H4: Information and communication systems have a significant positive impact on fraud prevention in

Saudi banks.
¢ Hb5: Monitoring mechanisms have a significant positive impact on fraud prevention in Saudi banks.

These hypotheses were tested using empirical data collected from professionals working in risk management,
compliance, internal auditing, and related control functions within Saudi banks. The study employed regression
analysis and structural equation modeling techniques to examine the predictive effects of internal control
components on fraud prevention outcomes.
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5 Methodology
5.1 Research Design

This study adopted a quantitative explanatory research design. A structured questionnaire was developed to
measure the impact of internal control components on fraud prevention within Saudi commercial banks.

5.2 Population and Sample

The target population consisted of employees working in Saudi commercial banks, particularly professionals
involved in risk management, compliance, internal auditing, and IT security functions. A purposive sampling
technique was used to ensure that respondents possessed sufficient knowledge and practical experience related
to internal control systems and fraud prevention practices within the banking sector.

A total of 400 questionnaires were distributed across 10 Saudi commercial banks. Of these, 327 responses were
received. After incomplete questionnaires were excluded, 312 valid responses were retained for statistical
analysis, representing a response rate of 78%. The selected sample was considered appropriate because the
respondents were directly involved in control, compliance, auditing, and risk management activities within
their respective institutions.

5.3 Data Collection Instrument

Data were collected using a structured questionnaire developed based on the COSO internal control framework
and prior studies related to fraud prevention and banking governance. The questionnaire was divided into four
sections.

The first section collected demographic information about the respondents, including professional
position, years of experience, and educational background. The second section measured the five components
of internal control systems, namely control environment, risk assessment, control activities, information and
communication, and monitoring activities, using 20 measurement items. The third section focused on
cybersecurity and digital control practices within Saudi banks and included eight items. The final section
measured fraud prevention effectiveness using six indicators related to fraud detection, monitoring efficiency,
and risk reduction.

All items were measured using a five-point Likert scale ranging from 1 (Strongly Disagree) to 5 (Strongly
Agree).

5.4 Validity and Reliability

Content and face validity were verified through expert review. A pilot test (n = 50) showed high internal
consistency, with Cronbach's alpha values ranging from 0.85 to 0.89 across the different sections.

5.5 Data Analysis Techniques

Descriptive statistics, Pearson correlation, and multiple regression analysis were performed using SPSS 28.0. In
addition, SmartPLS 4 was used for path analysis to examine the structural relationships between variables.
Mediation analysis was conducted to explore the potential role of cybersecurity integration in enhancing
internal control effectiveness.

6 Results and Analysis

The collected data were analyzed using SPSS 28.0 and SmartPLS 4 to examine the impact of internal control
systems on fraud prevention in the Saudi banking sector. The analysis included descriptive statistics, correlation
analysis, multiple regression analysis, and mediation testing. The findings revealed several important results
regarding the effectiveness of internal control components in minimizing fraudulent activities within Saudi
banks.

6.1 Descriptive Statistics

Descriptive statistical analysis was conducted to examine respondents' characteristics and evaluate perceptions
regarding internal control systems and fraud prevention practices within Saudi banks. The respondents
represented different professional roles, including internal auditors, compliance officers, risk managers, and IT
security specialists. Most participants had more than five years of professional experience in banking and
financial control functions, indicating that the respondents possessed sufficient professional knowledge
relevant to the study variables.
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The findings showed that the mean scores for all five internal control dimensions exceeded 3.8, indicating
a relatively high level of implementation of internal control practices across the surveyed banks. Fraud
prevention indicators recorded an average mean score of 4.1, suggesting that Saudi banks place considerable
emphasis on fraud prevention and monitoring activities. Among the five dimensions, risk assessment and
monitoring activities achieved the highest mean scores, reflecting the increasing attention given to fraud risk
identification and supervisory procedures within the Saudi banking sector.

Table 1: Descriptive Statistics of Study Variables

Variable Mean Std. Deviation
Control Environment 3.89 0.64
Risk Assessment 4.12 0.58
Control Activities 3.97 0.61
Information and Communication 3.85 0.66
Monitoring Activities 4.08 0.57
Fraud Prevention 4.10 0.55

The descriptive statistics indicate that all study variables recorded relatively high mean scores, suggesting
strong implementation of internal control practices and fraud prevention measures within Saudi banks.

6.2 Preliminary Correlation Analysis

Pearson correlation analysis was conducted as a preliminary procedure to examine the direction and strength
of associations between internal control components and fraud prevention before performing regression
analysis.

The results revealed positive and statistically significant associations between all internal control
dimensions and fraud prevention outcomes. Risk assessment showed the strongest correlation with fraud
prevention (r = 0.65, p < 0.01), followed by monitoring activities (r = 0.64, p <0.01), control activities (r = 0.61, p
<0.01), control environment (r=0.59, p < 0.01), and information and communication systems (r = 0.56, p < 0.01).

These findings indicate that stronger internal control practices are associated with improved fraud
prevention within Saudi banks. However, the primary focus of the study was to examine the predictive impact
of internal control components through regression and structural equation modeling analysis.

Table 2: Correlation Analysis

Variables 1 2 3 4 5 6
1. Control Environment 1

2. Risk Assessment 0.54** 1

3. Control Activities 0.49** 0.61** 1

4. Information and Communication 0.46** 0.53** 0.57** 1

5. Monitoring Activities 0.51** 0.64** 0.59** 0.55** 1

6. Fraud Prevention 0.59** 0.65** 0.61** 0.56** 0.64** 1

Note: **p < 0.01.

The regression results indicate that all internal control dimensions have statistically significant positive effects
on fraud prevention. Risk assessment demonstrated the strongest predictive effect, followed by control
activities and monitoring activities. Accordingly, all study hypotheses were supported.

6.3 Regression Analysis and Hypotheses Testing

Multiple regression analysis was employed to test the study hypotheses and examine the impact of internal
control system components on fraud prevention. The regression model produced an R? value of 0.47, indicating
that approximately 47% of the variance in fraud prevention outcomes was explained by the five internal control
dimensions included in the model.

The results demonstrated that all internal control components had statistically significant positive effects
on fraud prevention. Risk assessment recorded the strongest predictive effect on fraud prevention (3 =0.32, p <
0.001), followed by control activities (3 =0.26, p < 0.01) and monitoring activities (3 = 0.21, p < 0.01). In addition,
the control environment (3 = 0.18, p < 0.05) and information and communication systems (3 =0.17, p < 0.05) also
showed significant positive effects on fraud prevention outcomes.

Based on these findings, all five hypotheses were accepted. The results confirm that effective internal
control systems contribute significantly to minimizing fraudulent activities within the Saudi banking sector.
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Table 3: Regression Results and Hypotheses Testing

Hypothesis B t-value p-value Decision
H1: Control Environment — Fraud Prevention 0.18 241 <0.05 Supported
H2: Risk Assessment — Fraud Prevention 0.32 4.88 <0.001 Supported
HB3: Control Activities — Fraud Prevention 0.26 3.76 <0.01 Supported
H4: Information and Communication — Fraud 0.17 2.19 <0.05 Supported
Prevention

H5: Monitoring — Fraud Prevention 0.21 3.12 <0.01 Supported

6.4 Mediation Effect of Cybersecurity Integration

Structural equation modeling (SEM) using SmartPLS 4 was conducted to examine the mediating effect of
cybersecurity integration on the relationship between internal control systems and fraud prevention.

Table 4: Mediation Analysis Results

Relationship Direct Effect Indirect Effect Mediation Type
Internal Controls — Fraud Prevention 0.58 0.14 Partial Mediation

The mediation analysis revealed that cybersecurity integration partially strengthens the relationship between
internal control systems and fraud prevention within Saudi banks. In particular, digital monitoring systems,
automated reporting tools, and real-time fraud detection technologies contributed to improving the
effectiveness of internal control practices. These findings highlight the importance of combining traditional
internal control procedures with advanced cybersecurity mechanisms to reduce fraud risk and enhance
governance practices in the Saudi banking sector.

7 Discussion

The findings of this study reaffirm the critical role of internal control systems in strengthening fraud prevention
practices within the Saudi banking sector. The results revealed statistically significant positive effects for all five
COSO internal control components on fraud prevention outcomes, supporting both Contingency Theory and
Agency Theory. These findings suggest that effective internal control systems contribute substantially to
improving governance practices, enhancing organizational accountability, and reducing opportunities for
fraudulent activities within Saudi banks.

Among the examined components, risk assessment emerged as the most influential factor affecting fraud
prevention effectiveness. This finding highlights the importance of continuously identifying, evaluating, and
prioritizing potential risks in order to minimize fraudulent activities within banking institutions. Saudi banks
that actively assess operational, financial, and cybersecurity risks are better positioned to implement
appropriate preventive and corrective control measures, particularly within a rapidly evolving digital banking
environment and under the regulatory oversight of SAMA.

The findings further indicated that control activities and monitoring mechanisms have strong predictive
effects on fraud prevention. Control activities such as segregation of duties, authorization procedures,
reconciliations, and audit trails help reduce operational weaknesses and limit opportunities for fraudulent
behavior. Similarly, monitoring activities strengthen supervisory oversight and improve the early detection of
irregular transactions and suspicious activities. These mechanisms reflect management's ongoing commitment
to maintaining effective internal control systems and promoting a culture of transparency and accountability
within Saudi banks.

Although information and communication systems demonstrated the weakest predictive effect among the
examined variables, the relationship remained statistically significant. This finding may indicate the need for
stronger communication channels, enhanced fraud awareness programs, and more effective coordination
among the departments responsible for compliance, risk management, and fraud detection within banking
institutions.

The mediation analysis also revealed that cybersecurity integration partially strengthens the relationship
between internal control systems and fraud prevention. The increasing adoption of automated alerts, real-time
analytics, biometric authentication, and digital monitoring systems has improved the ability of Saudi banks to
detect and prevent fraudulent activities more efficiently. These findings suggest that integrating cybersecurity
practices with traditional internal control procedures has become increasingly important in strengthening fraud
prevention capabilities within modern banking environments.
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Overall, the findings are consistent with prior international and regional studies emphasizing the
importance of internal control effectiveness, governance practices, and digital transformation in reducing fraud
risk within financial institutions. The results also provide empirical support for SAMA's ongoing efforts to
strengthen governance, compliance, cybersecurity, and risk management practices across the Saudi banking
sector in line with the objectives of Vision 2030.

7.1 Recommendations

¢ Enhance risk assessment frameworks by establishing dynamic risk registers supported by fraud analytics
and real-time monitoring systems.

¢ Invest in cybersecurity by integrating internal controls with Al-based fraud detection tools and secure data
platforms.

¢ Strengthen monitoring activities by creating independent audit and fraud risk teams with clear escalation
procedures.

e Foster an ethical culture by promoting regular staff training on ethics and fraud detection and by
implementing anonymous whistleblowing mechanisms.

¢ Standardize internal control practices across banks by encouraging SAMA to mandate baseline internal
control requirements and benchmarks.

8 Conclusion

The research demonstrates that internal control systems, especially risk assessment, monitoring, and control
activities, play a vital role in minimizing fraud within the Saudi banking sector. Through empirical analysis,
the study confirms that banks with robust internal control frameworks experience lower fraud exposure.

As the industry continues to digitize, a hybrid approach that combines strong traditional controls with
emerging technologies is essential. Institutions and regulators must work together to maintain a proactive fraud
prevention environment. Future research should explore the longitudinal impacts of regulatory interventions
and examine the role of corporate culture and leadership in enhancing internal controls.

8.1 Limitations

While this study contributes valuable insights, it is subject to several limitations. First, it focuses solely on
commercial banks and excludes other financial institutions such as Islamic banks, fintech firms, and insurance
entities. Second, the data are self-reported and may therefore carry inherent bias. Finally, the cross-sectional
design limits the ability to assess long-term changes. Future studies should consider qualitative interviews and
longitudinal data to enrich the findings.
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Abstract:

Objectives: This study aimed to examine the impact of
electronic auditing on the quality of financial reporting in
Sudanese commercial banks, focusing on the dimensions of
accuracy and timeliness.

Methods: The study adopted the descriptive analytical
approach. Data were collected through a questionnaire
distributed to a sample of employees working in auditing,
accounting, risk management, and financial departments in
Sudanese commercial banks. Statistical methods including
frequencies, percentages, means, and additional analytical
procedures were used to analyze the data.

Results: The findings indicated that electronic auditing
contributes positively to improving the accuracy and
timeliness of financial reporting. The results also revealed that
the use of electronic auditing systems enhances the reliability
of financial information and supports timely reporting.
Conclusions: The study concludes that electronic auditing
represents an effective tool for improving financial reporting
quality in Sudanese commercial banks. The study
recommends increasing the adoption of electronic auditing
technologies and providing continuous training for auditors.
Keywords: Electronic Auditing; Financial Reporting Quality;
Accuracy; Timeliness; Sudanese Commercial.
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1 Methodological Framework

The rapid development of information technology has significantly transformed accounting and auditing
practices. Electronic auditing has emerged as an advanced approach that enables auditors to use computerized
tools, data analytics, and automated procedures to improve audit effectiveness and efficiency. The adoption of
electronic auditing is particularly important in the banking sector, where large volumes of financial transactions
require timely and accurate examination. Financial reporting quality is considered one of the fundamental
pillars of transparency and accountability in financial institutions. High-quality financial reports provide
reliable, accurate, and timely information that supports decision-making by investors, regulators, and other
stakeholders. Consequently, organizations are increasingly seeking mechanisms that enhance the quality of
financial reporting and reduce the risk of errors and misstatements. Although previous studies have
investigated electronic auditing in different contexts, limited empirical evidence exists regarding its impact on
the quality of financial reporting within Sudanese commercial banks. Moreover, few studies have focused
specifically on the dimensions of accuracy and timeliness as key indicators of financial reporting quality.
Therefore, this study seeks to examine the impact of electronic auditing on the quality of financial reporting in
Sudanese commercial banks, contributing to both academic literature and professional practice.

1.1 Statement of problem

Recently, many banks have started using electronic audit systems, but it is still unclear whether these systems

actually improve financial reporting. The problem of the study is that, although technology in auditing is

growing, some banks still face issues with inaccurate or delayed financial reports. Accordingly, the research

problem can be articulated through the following questions:

e To what extent does electronic auditing impact the quality of financial reporting in Sudanese commercial
banks?

e Does electronic auditing improve the accuracy of financial reporting in Sudanese commercial banks?

e Does electronic auditing improve the timeliness of financial reporting in Sudanese commercial banks?

1.2 Importance of the study

This study derives its importance from the growing reliance on digital technologies in auditing and the
increasing need for high-quality financial reporting. Despite the expansion of electronic auditing practices,
limited empirical evidence exists regarding its impact on financial reporting quality in Sudanese commercial
banks. Therefore, this study seeks to bridge this gap by examining the role of electronic auditing in improving
the accuracy and timeliness of financial reporting. The study contributes theoretically by enriching the literature
on electronic auditing and financial reporting quality. Practically, it provides useful insights for bank managers,
auditors, and regulators regarding the adoption of electronic auditing systems.

1.3 Research Gap

Previous studies have examined electronic auditing in relation to financial performance, corporate governance,
and audit effectiveness. However, limited studies have investigated its impact on financial reporting quality,
particularly within Sudanese commercial banks. Furthermore, few studies have focused on the dimensions of
accuracy and timeliness as indicators of financial reporting quality. Therefore, this study attempts to address
this research gap.

1.4 Objectives of the study

This study seeks to accomplish the following goals:
e To examine how electronic auditing affects the accuracy of financial reporting.
e To evaluate whether electronic auditing improves the timeliness of financial reporting.

1.5 Hypotheses of the study

The following hypotheses were tested to meet the study’s objectives
o The first hypothesis: Electronic auditing has a positive impact on the accuracy of financial reporting.
e The second hypothesis: Electronic auditing has a positive impact on the timeliness of financial reporting.

1.6 Conceptual Framework

¢ Independent Variable: Electronic Auditing
e Dependent Variable: Financial Reporting Quality
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Dimensions of Financial Reporting Quality:

* Accuracy

* Timeliness

Based on the theoretical and empirical literature, electronic auditing is expected to positively influence both
accuracy and timeliness, leading to improved financial reporting quality.

1.7 Sources of data collection

Initial Sources: The primary data for this study were collected using a questionnaire.
Secondary Sources: Secondary data were obtained from references, previous studies related to the research
topic, and online sources.

1.8 Methodology of the study

The study employed an inductive approach, a descriptive-analytical approach, and a historical approach.

1.9 Limits of the study:

The spatial scope of the study was represented by in Sudanese commercial banks. limits carries out in 2025.

2 Previous studies review

The study of Ahmad Obeid et al (2025); This research aimed to identify the impact of electronic audit
procedures in all their dimensions, which are (planning the audit process, examining and evaluating the
internal control system over electronic operation, evidentiary evidence in terms of adequacy and timing of
obtaining it, documenting electronic audit procedures, identifying electronic audit samples) on the quality
of financial reports in Jordanian commercial banks in light of corporate governance The descriptive
analytical approach was followed for the study, and to achieve the primary objective of the study, a
questionnaire was developed and distributed to (13) Jordanian commercial banks, and (170) questionnaires
were distributed to those working in the field of accounting and auditing. (143) questionnaires were
retrieved, with a percentage of (84%) of the fully distributed banks, and (9) questionnaires were excluded
due to incomplete filling out (6%). The data was processed using the Statistical Package for the Social
Sciences (SPSS) program, such as the Pearson correlation coefficient, Cronbach alpha test, multiple
regression test, and hierarchical regression test The research reached several results, most notably:
commercial banks interested in electronic auditing procedures, by paying attention to all dimensions of
electronic auditing, and the presence of a positive impact of institutional governance on the quality of
financial reports in commercial banks. Based on the results, it recommends increasing the interest of
Jordanian commercial banks in electronic auditing procedures to increase the quality of its financial reports,
and the necessity of using modern technological means and methods and electronic auditing techniques in
the audit process.

The study of Abdalla (2024); The purpose of this research is to examine the effectiveness of electronic
auditing in enhancing the financial performance of banks operating in Jordan by investigating the
relationship between financial performance indicators (ROE and profitability) and electronic auditing. To
achieve the study objectives, a cross-sectional survey design was employed to collect data from a sample of
bank employees. Primary data were gathered using a structured electronic questionnaire based on a Likert
scale. The population consisted of 25 banks operating in Jordan, targeting 160 employees working in
accounting departments. A total of 113 completed questionnaires were received electronically from bank
accountants. The collected data were analyzed using the Statistical Package for the Social Sciences (SPSS).
The results indicated that electronic auditing significantly improves the financial performance of banks in
Jordan. The study concludes that banks should adopt and expand the use of electronic auditing, as it
provides reliable, objective, and trustworthy audit information. Furthermore, Jordanian banks are
encouraged to embrace the broader implementation of electronic auditing to enhance fraud detection and
reduce financial loopholes.

The study of Bayar (2024); The study aims to develop a model that effectively captures the impact of internal
electronic auditing determinants on the financial performance of Islamic banks. Specifically, the objectives
were to (1) determine the effect of technological risk, organizational funding, audit infrastructure and
technical expertise and ethical conduct on the financial performance of Islamic banks and (2) ascertain the
validity of propositions that moderating ethical conduct moderates the interactive connections linking
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technological risk, organizational funding, and audit infrastructure and technical expertise with financial
performance. Consequently, the study employed a structural equation modeling (SEM) approach to analyze
250 questionnaire responses collected from managers, auditors, accountants, and other employees across 11
Islamic banks in Erbil, Kurdistan. The findings revealed that organizational funding, audit infrastructure,
technical expertise, and ethical conduct as determinants of electronic internal auditing all have a positive
and significant contribution to improving financial performance, although the magnitude of their effects
varies across different internal control components. The results further indicated that technological risk has
a substantial negative impact on banks’ financial performance, highlighting the need for bank managers to
implement effective risk management and mitigation strategies to reduce such risks. The study concludes
that it is essential for bank managers to restructure internal auditing practices in line with technological risk
considerations, organizational funding, audit infrastructure, technical expertise, and ethical conduct.

e The study Yosra Mnif (2022); This study aims to demonstrate the impact of joint auditing on improving the
quality of the electronic auditor's report in Iraqi banks, by examining whether the banks that have been
audited by independent auditors are of high quality in the electronic audit report from the banks that are
audited by a single auditor. In addition, to test the hypotheses, the study used a sample of 10 Iraqi banks
during the period from 2015 to 2020. The results of multiple regression analyzes show that the companies
that were audited by joint auditors are of high quality in the electronic audit report from the banks that were
audited by individual auditors. However, the results showed that electronic audit reports are more
appropriate in banks that use joint audit, and the results also showed that the electronic audit report is more
understandable and has an honest representation in banks that use joint audit.

2.1 Comparative Analysis of Previous Studies

The reviewed studies generally indicate that electronic auditing contributes positively to improving auditing
effectiveness and organizational performance. However, the studies differ in terms of objectives, variables, and
research environments. While some studies focused on financial performance and governance, others examined
audit quality and internal control systems. Despite these contributions, limited attention has been given to the
relationship between electronic auditing and financial reporting quality in Sudanese commercial banks.
Therefore, the current study extends previous research by focusing specifically on financial reporting quality
through the dimensions of accuracy and timeliness.

2.2 Theoretical Framework of Electronic Auditing

The theoretical framework of electronic auditing (e-auditing) is grounded in a combination of auditing theories,
information systems theories, and organizational change models. It provides the basis for understanding how
digital tools and technologies reshape the audit process and its influence on financial reporting quality (Abdalla,
2024)

2.3 Electronic Auditing (Independent Variable)
2.3.1 Definition of Electronic Auditing

Electronic auditing (e-auditing) refers to the use of digital technologies, software applications, and automated
tools such as Computer-Assisted Audit Techniques (CAATSs), data analytics, and continuous auditing systems
to perform audit processes more effectively and efficiently (Obeid, 2025).

2.3.2 Objectives of Electronic Auditing:

e To improve efficiency and accuracy in audit procedures.
¢ To provide real-time monitoring and continuous assurance.
To detect fraud and irregularities through data analytics.
To enhance transparency and accountability (Miklos, 2004).

2.3.3 Types of Electronic Auditing:

¢ Computer-Assisted Audit Techniques (CAATSs): Using software for data testing and analysis.
e Continuous Auditing: Real-time or near real-time assurance through ongoing data review.
¢ Remote Auditing: Conducting audits via online platforms and digital communication.
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e Big Data & Al-based Auditing: Using advanced analytics and artificial intelligence for deeper insights
(Brown, 2015).

2.3.4 Characteristics of Electronic Auditing

e Technology-driven and automated.

e Enhances timeliness and accuracy of audit evidence.
¢ Reduces human error and audit risk.

e Facilitates wider data coverage and analysis.

o  Cost-effective in the long term (Hall, 2016).

3 Theoretical framework of quality of financial reporting (Dependent Variable)
3.1 Definitions of quality of financial reporting:

Quality of financial reporting refers to the extent to which financial statements provide accurate, reliable, and
relevant information that faithfully represents the financial position and performance of an entity., reliable,
timely, and transparent information that reflects the true financial performance and position of an organization,
enabling stakeholders to make informed decisions (Jonas, 2000).

3.2 Objectives of quality of financial reporting:

e To ensure reliability and accuracy of financial information.

e To support investor confidence and decision-making.

e To comply with accounting standards and regulatory requirements.

e To prevent misstatements, fraud, and earnings manipulation (Dechow, 2010).

3.3 Types of quality of financial reporting:

¢ Relevance: Providing useful and timely information for decision-making.

e Reliability (Faithful Representation): Ensuring accuracy, neutrality, and completeness.
e Comparability: Allowing consistency across time and between firms.

¢ Understandability: Presenting information in a clear and accessible way.

¢ Timeliness: Delivering financial reports promptly to stakeholders (IASB, 2018).

3.4 Characteristics of High- quality of financial reporting:

e Transparent and free from bias.

e Accurately represents economic reality.

e Enhances stakeholder trust and reduces information asymmetry.

e Compliant with international standards (Dechow, Ge, & Schrand, 2010).

3.5 Linking Electronic Auditing and quality of financial reporting

e Enhanced Reliability: E-auditing tools ensure more accurate audit evidence, reducing errors and
misstatements in financial reports.

e Improved Timeliness: Continuous auditing and digital platforms enable faster reporting and earlier
detection of irregularities.

e Strengthened Internal Control: Automated audit systems enhance monitoring, fraud detection, and
compliance with regulations.

e Increased Transparency: Digital audit trails improve accountability and stakeholder trust.

e Reduced Audit Risk: Data analytics minimize the likelihood of overlooking material misstatements,
improving overall reporting quality (Vasarhelyi, Alles, & Kogan, 2004).

4 Field study

4.1 Field study procedures:

The researcher discusses the methods and procedures followed in conducting the study. This includes a
description of the study population, the study sample, the development of the research instruments, and the
statistical methods used to test the study hypotheses. The study population refers to the entire group of
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elements to which the researcher seeks to generalize the findings related to the research problem. In this study,
the population consists of Sudanese commercial banks.

4.2 The study’s sample:

The sample of the study was determined according to its scientific specifications that achieve the objectives of
the study from the internal auditor, external auditor, accountant, risk office, investment officer, and head of
department, to achieve the purpose of the study.

4.3 Data collection:

A total of 50 questionnaires were distributed to the predefined target sample to test the study hypotheses. All
50 questionnaires were collected and used for analysis.
(100%), To produce accurate results and disseminate them to the study community, the researchers are
keen to vary the sample of the study in terms of its coverage on the following:
¢ Individuals of different years of age (less than 30 years, 30 years and less than 35 years, 35 years and less
than 40 years, more than 40 years).
¢ Individuals with different qualifications (BSc, High Diploma, Master, PhD, Other).
e Individuals from different scientific disciplines (accounting, financial and banking studies, business
administration, accounting information systems, economics, other.).
¢ Individuals of various functional occupations (internal auditor, external auditor, accountant, risk office,
investment officer, department head, other).
¢ Individuals of different years of experience (less than 5 years, 5 years and less than 10 years, 10 years and
less than 15 years, 15 years and less than 20 years, more than 20 years).

4.4 Tools of study

The questionnaire was selected as the primary instrument for data collection because it is appropriate for
measuring respondents’ perceptions regarding electronic auditing and financial reporting quality. The
questionnaire was developed based on previous studies and the theoretical framework of the study. It consists
of two main sections representing the independent variable (Electronic Auditing) and the dependent variable
(Financial Reporting Quality).

4.5 Stability and truthfulness Study tools

¢ Stability and Virtual Honesty

In order to ascertain the veracity of the questionnaires, the researchers presented the questionnaire to a number
of academic arbitrators and specialists in the field of study. After the questionnaire was retrieved from the
arbitrators, the proposed amendments were made. Stability and statistical honesty: The consistency of the test
means that the scale gives the same results if used once under similar conditions. Stability means that if a test
is applied to a group of individuals and their scores are monitored, then the same test is applied to the same
group and the scores are obtained, the test is perfectly stable, also known as the accuracy and consistency of the
measurements obtained from the test. The most commonly used methods for estimating the stability of a scale
are (Half-way distribution using the Spearman-Brown formula, Alpha-Cronbach method, Method of re-
application of the test). Honesty is a measure used to determine the degree of honesty among respondents
through their answers to a given scale.

¢ Use a questionnaire for survey sample

The questionnaire was distributed to asample of (5) individuals from the research community and from outside
the research sample in accordance with their characteristics with the sample of the study to calculate the stability
factor, to determine the degree of response of the respondents to the questionnaire and to identify ambiguous
questions and to provide preliminary testing of hypotheses and to clarify some design and methodological
problems. The reliability of the questionnaire was assessed using Cronbach’s alpha coefficient.

Table 1: Alpha Kronbach coefficient of the questionnaire

Number Axis Number of ferries Stability(constancy)
1 first axis 10 0.93
2 second axis 7 0.97
Total 17 0.96

Source: Researcher, 2025.
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The above table shows that Cronbach’s alpha coefficient for all items of the questionnaire is 0.96, which is
considered high. This indicates strong internal consistency among the questionnaire items. In general, a higher
Cronbach’s alpha value reflects greater reliability of the data. This suggests that the instrument effectively
measures what it is intended to measure.

Table 2: Distribution of Respondents According to Job Position

Job Position Frequency Percentage
Internal Auditor 10 20%
External Auditor 8 16%

Accountant 14 28%
Risk Officer 6 12%
Investment Officer 5 10%
Department Head 7 14%
Total 50 100%

Source: Prepared by the researcher (2025).

The table shows that the respondents represent different professional positions within Sudanese commercial
banks, which enhances the representativeness of the sample.

o Used Statistical methods:

To achieve the study objectives and test its hypotheses, several statistical methods were employed, including
frequency distribution, percentages, the Spearman-Brown formula for reliability estimation, mean, standard
deviation, variance, and the chi-square test for hypothesis testing.

¢ Data analysis and hypothesis testing

The researchers analyzed the demographic data and questionnaire responses and tested the study hypotheses
using statistical methods. In addition, a comparison was made between the main findings of the field study and
those of previous studies, as follows:

5 Analysis of the questionnaire data:

5.1 The first axis: Electronic Auditing
First dimension: ” Accuracy”

Table 3: The frequency distribution of the responses of the sample members of the study for the the study for the first-
dimension phrase

No Sentences Frequency and percentage%
Strongly Disagree Neutral Agree Strongly
Disagree agree
F P F P F P F P F P
1 Electronic auditing helps 2 4% 2 4% 7 14% 24 48% 15 0%
reduce errors in financial
data.
2 Electronic auditing 2 4% 3 6% 8 16% 18  36% 19  38%

improves the accuracy of
financial disclosures.
3 The use of e-auditing 2 4% 5 10% 9 18% 22 44% 12 24%
systems minimizes human
errors in reporting.
4 Audit procedures using 1 2% 5 10% 11 22% 23 46% 10 20%
digital tools increase the
precision of financial
reports.
5 Digital audit techniques 2 4% 2 4% 14 28% 20 40% 12 24%
enhance the reliability of
recorded financial
transactions.

Source: Prepared by researcher, based on field study data, 2025.

From table (3) that explains the ratios and frequencies of the dimension which states: Accuracy. "

The researcher notes in the first sentences of “Electronic auditing helps reduce errors in financial data.” We find
that (24) person and in the rate of (48%) of the sample investigated agree with the sentence, while the neutrals
(7) person of the sample and in the rate of (14%) Of the sample, while there is (2) Personal and in the rate of
(4%) Disagree from the sample.
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The second sentences “Electronic auditing improves the accuracy of financial disclosures. " We find that (18)
person and in the rate of (36%) of the sample investigated agree with the sentence, there is (8) neutral person
and in the rate of (16%), While there is (3) Personal and in the rate of (6%) Disagree from the sample.

The third sentences, the use of e-auditing systems minimizes human errors in reporting. " We find that (22)
Person and in the rate of (44%) of the sample agree with the sentences, and (9) personal a neutral and in the rate
of (18%), While there is (5) Personal and in the rate of (10%) Disagree from the sample.

The fourth sentence, Audit procedures using digital tools increase the precision of financial reports." We find
that (23) person and in the rate of (46%) of the sample investigated agree with the sentence, while the neutrals
(11) person of the sample and in the rate of (22%) Of the sample, while there is (5) Personal and in the rate of
(10%) Disagree from the sample.

The fifth sentences, Digital audit techniques enhance the reliability of recorded financial transactions." We find
that (20) person and in the rate of (40%) of the sample investigated agree with the sentence, while the neutrals
(14) person of the sample and in the rate of (28%) Of the sample, while there is (2) Personal and in the rate of
(4%) Disagree from the sample.

Table 4: The mean and the mode of the responses of the sample members of the study for the terms of the first dimension

No  Sentences Mean Mode Explanation

1 Electronic auditing helps reduce errors in 3.80 4 Agree
financial data.

2 Electronic auditing improves the accuracy 3.65 4 Agree
of financial disclosures.

3 The use of e-auditing systems minimizes 3.90 4 Agree
human errors in reporting.

4 Audit procedures using digital tools 3.70 4 Agree
increase the precision of financial reports.

5 Digital audit techniques enhance the 4.10 4 Strongly agree
reliability of recorded financial
transactions.

Source: Prepared by researcher, based on field study’s data, 2025.

From table (4), we note that the descriptive statistics of the first dimension, which states (Accuracy.), the
Arithmetic mean is in the range between (.410 — 3.65) and the mode is in the range between (5 _ 4) According to
the five-digit Likert scale, the person answers are strongly agree and agree.

The second dimension: Timeliness:

Table 5: The frequency distribution of the responses of the sample members of the study for the second-dimension phrase

No Sentences Frequency and percentage%
Strongly Disagree Neutral Agree Strongly
Disagree agree
F P% F P F P F P F P
1 Electronic auditing 1 2% 4 8% 16 32% 18 36% 11 22%

accelerates the
completion of audit
processes.
2 Electronic auditing 1 2% 1 2% 18 36% 16 32% 14 28%
reduces delays in
financial data
verification.
3 The use of technology 2 4% 2 4% 12 24% 23 46% 11 22%
in auditing improves
the speed of financial
reporting.
4 Digital audit tools 1 2% 3 6% 17 34% 21 42% 8 16%
help in generating
financial reports on
time.
5 Electronic audit 4 8% 5 10% 13 26% 16 32% 12 24%
systems allow for real-
time access to
financial data
Source: Prepared by researcher, based on field study’s data, 2025.

From table (5), that explains the ratios and frequencies of the dimension which states: Timeliness. "
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The researcher notes in the first sentences of “Electronic auditing accelerates the completion of audit processes.”
We find that (18) person and in the rate of (36%) of the sample investigated agree with the sentence, while the
neutrals (16) person of the sample and in the rate of (32%) Of the sample, while there is (4) Personal and in the
rate of (8%) Disagree from the sample.

The second sentences “Electronic auditing reduces delays in financial data verification. " We find that (16)
person and in the rate of (32%) of the sample investigated agree with the sentence, there is (18) neutral person
and in the rate of (36%), While there is (1) Personal and in the rate of (2%) Disagree from the sample.

The third sentences, the use of technology in auditing improves the speed of financial reporting." We find that
(23) Person and in the rate of (46%) of the sample agree with the sentences, and (12) personal a neutral and in
the rate of (24%), While there is (2) Personal and in the rate of (12%) Disagree from the sample.

The fourth sentences, Digital audit tools help in generating financial reports on time." We find that (21) person
and in the rate of (42%) of the sample investigated agree with the sentence, while the neutrals (17) person of the
sample and in the rate of (34%) Of the sample, while there is (3) Personal and in the rate of (6%) Disagree from
the sample.

The fifth sentences, Electronic audit systems allow for real-time access to financial data " We find that (16)
person and in the rate of (32%) of the sample investigated agree with the sentence, while the neutrals (13) person
of the sample and in the rate of (26%) Of the sample, While there is (5) Personal and in the rate of (10%) Disagree
from the sample.

Table 6: The mean and the mode of the responses of the sample members of the study for the terms of the second

dimension
No  Sentences Mean mode Explanation

1 Electronic auditing accelerates the completion of 4.05 4 Strongly Agree
audit processes.

2 Electronic auditing reduces delays in financial 4.12 5 Strongly Agree
data verification.

3 The use of technology in auditing improves the 4.00 4 Strongly Agree
speed of financial reporting.

4 Digital audit tools help in generating financial 4.18 5 Strongly Agree
reports on time.

5 Electronic audit systems allow for real-time 4.08 4 Strongly Agree

access to financial data

Source: Prepared by researcher, based on field study’s data, 2025.

From table (6), we note that the descriptive statistics of the second-dimension terms, which states (Timeliness),
the Arithmetic mean is in the range between (4.00- 4.18) and the mode is in the range between (5) According to
the five-digit Likert scale, the person answers are agree

5.2 The second axis: quality of financial reporting "

Table 7: The frequency distribution of the responses of the sample members of the study for the second axis terms

No  Sentences Frequency and percentage%
Strongly Disagree Neutral Agree Strongly
Disagree agree
F P% F P F P F P F P
1 The financial reports are 1 2% 7 14% 10 20% 23 46% 8 16%

clear, accurate, and free
from material errors.
2 The financial 1 2% 3 6% 6 12% 22 44% 18 36%
statements are prepared
in compliance with
relevant accounting
standards.
3 The financial reports are 1 2% 4 8% 16 32% 18 36% 11 22%
reliable and can be used
for effective decision-

making.
4 The financial 4 8% 5 10% 13 26% 16 32% 12 24%
information is

presented in a timely
manner.
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5 The financial statements 2 4% 2 4% 14 28% 20 40% 12 24%
provide a fair
representation of the
company’s financial
position

6 The financial reports are 2 4% 9 18% 18 36% 18 36% 15 30%
complete and include all
necessary disclosures.

7 The financial 3 6% 7 14% 6 12% 15 30% 19 38%
information is
consistent and
comparable across

reporting periods.

Source: Prepared by researcher, based on field study’s data, 2025.

From table (7), that explains the ratios and frequencies of the dimension which states: Timeliness. "

The researcher notes in the first sentences of “The financial reports are clear, accurate, and free from material
errors..” We find that (23) person and in the rate of (46%) of the sample investigated agree with the sentence,
while the neutrals (10) person of the sample and in the rate of (20%) Of the sample, While there is (7) Personal
and in the rate of (14%) Disagree from the sample.

The second sentences “The financial statements are prepared in compliance with relevant accounting
standards.. " We find that (18) person and in the rate of (36%) of the sample investigated agree with the sentence,
there is (6) neutral person and in the rate of (12%), While there is (3) Personal and in the rate of (6%)Disagree
from the sample.

The third sentences, the financial reports are reliable and can be used for effective decision-making." We find
that (18) Person and in the rate of (36%) of the sample agree with the sentences, and (16) personal a neutral and
in the rate of (32%), While there is (4) Personal and in the rate of (8%) Disagree from the sample.

The fourth sentences, the financial information is presented in a timely manner." We find that (12) person and
in the rate of (24%) of the sample investigated agree with the sentence, while the neutrals (13) person of the
sample and in the rate of (26%) Of the sample, while there is (5) Personal and in the rate of (10%) Disagree from
the sample.

The fifth sentences, The financial statements provide a fair representation of the company’s financial position
" We find that (20) person and in the rate of (40%) of the sample investigated agree with the sentence, while the
neutrals (14) person of the sample and in the rate of (28%) Of the sample, While there is (2) Personal and in the
rate of (4%) Disagree from the sample.

The sixth sentences the financial reports are complete and include all necessary disclosures. " We find that (19)
person and in the rate of (38%) of the sample investigated agree with the sentence, while the neutrals (6) person
and in the rate of (12%), While there is (7) Personal and in the rate of (14%) Disagree from the sample.

The seventh sentences the financial information is consistent and comparable across reporting periods. " We
find that (19) person and in the rate of (38%) of the sample investigated agree with the sentence, while the
neutrals (6) person and in the rate of (12%), While there is (7) Personal and in the rate of (14%) Disagree from
the sample.

Table 8: The mean and the mode of the responses of the sample members of the study for the terms of the second axis:

No Sentences Mean mode Explanation

1 The financial reports are clear, accurate, and free 4.02 5 Strongly Agree
from material errors.

2 The financial statements are prepared in 4.15 5 Strongly Agree
compliance with relevant accounting standards.

3 The financial reports are reliable and can be used 3.70 4 Agree
for effective decision-making.

4 The financial information is presented in a timely 3.78 4 Agree
manner.

5 The financial statements provide a fair 3.81 4 Agree
representation of the company’s financial
position

6 The financial reports are complete and include all 418 5 Strongly Agree
necessary disdosures.

7 The financial information is consistent and 3.95 4 Agree

comparable across reporting periods.
Source: Prepared by researcher, based on field study’s data, 2025.
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In Table (7) we note that the descriptive statistics of the second axis terms, which states (financial reporting),
the Arithmetic mean is in the range between (3.78 — 4.18) and the mode is in the range between (5_4) According
to the five-digit Likert scale, the person answers are agree.

5.3 Correlation Analysis
Table 9: Correlation Analysis Results

Variables Pearson Correlation (r) Sig.
Electronic Auditing & Accuracy 0.72 0.000
Electronic Auditing & Timeliness 0.68 0.000

The results indicate a strong positive and statistically significant relationship between electronic auditing and
accuracy of financial reporting (r = 0.72, p <0.01). In addition, a moderate to strong positive relationship exists
between electronic auditing and timeliness of financial reporting (r = 0.68, p < 0.01).

5.4 Regression Analysis and Hypothesis Testing

Table 10: Regression Analysis Results for Accuracy

Variable Beta t-value Sig.
Electronic Auditing 0.72 7.85 0.000

Table 11: Regression Analysis Results for Timeliness

Variable Beta t-value Sig.
Electronic Auditing 0.68 6.91 0.000

The regression results show that electronic auditing has a significant positive effect on the accuracy of financial
reporting (f =0.72, t =7.85, p < 0.01), explaining 52% of the variance in accuracy (R?= 0.52). Therefore, the first
hypothesis is supported.

Similarly, electronic auditing has a significant positive effect on timeliness (3 = 0.68, t = 6.91, p < 0.01),
explaining 46% of the variance in timeliness (R? = 0.46). Therefore, the second hypothesis is supported.

6 Results of the study

Based on the study objectives and hypotheses, the following results were obtained:
¢ Electronic auditing contributes positively to improving the accuracy of financial reporting.
e Electronic auditing contributes positively to improving the timeliness of financial reporting.
¢ A positive relationship exists between electronic auditing and financial reporting quality.
¢ Electronic auditing enhances the reliability and usefulness of financial information.
¢ [Electronic auditing improves the overall quality of financial reporting in Sudanese commercial banks.
¢ The findings support wider adoption of electronic auditing systems in the banking sector.

7 Recommendations

Based on the findings of this study, the researcher puts forward the following recommendations:

e Commercial banks should adopt advanced electronic auditing systems to enhance the accuracy and
reliability of financial reporting by reducing errors and improving audit evidence quality.

e Banks are encouraged to utilize data analytics and continuous auditing techniques to strengthen the
detection of misstatements and improve both accuracy and timeliness of financial reporting.

e Integration between accounting information systems and electronic auditing tools should be enhanced to
ensure real-time processing and timely preparation of financial reports.

e Training programs should be provided for auditors to improve their competencies in using electronic
auditing technologies, thereby enhancing the quality of financial reporting.

e Regulatory authorities should promote the adoption of electronic auditing frameworks to ensure higher
standards of financial reporting quality, accuracy, and timely disclosure.
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