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Abstract

A dearth of studies linking risk-taking with maqasid shariah-based performance has 
been the motivation for analyzing this relationship. This study also examines the mod-
erating effect of shariah governance. The study uses time-series data with the dynamic 
panel technique to examine the relationship between variables. The number of samples 
in this study was 75 Islamic banks operating non-window banking from 19 countries. 
Results prove that risk-taking has a significant adverse effect on the performance of 
Islamic banks. Lower risk-taking indicates a bank is more efficient, resulting in higher 
maqashid shariah-based performance. The governance has a positive moderating ef-
fect on the relationship between risk-taking and the performance of Islamic banks. 
Increasingly quality SSB strengthens the risk-taking relationship with maqashid shari-
ah-based performance. This study implies that Islamic banks with quality SSB will be 
more efficient in managing risk to increase performance that complies with maqashid 
shariah criteria in the long term. This study concludes that managers must improve 
risk management in the distribution of funds so that Islamic banks are more efficient. 
Furthermore, policy-making authorities in each country must support the policy on 
the existence of SSB and the composition of the background so that it is of higher 
quality.
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INTRODUCTION

Good governance, risk-taking, and performance are still a subject of 
debate in the literature. The research results were not consistent, which 
makes the topic still attractive for academics to examine further. The 
trend is not only in developing the conventional finance literature but 
also in the literature on Islamic finance. Implementing good shariah 
governance for the continuity of IB is crucial. One of the character-
istics typical of shariah governance is the presence of an SSB (Ajili & 
Bouri, 2018). Governance rules, failure to comply with which can be fa-
tal, can even lead to the bankruptcy of an entity. IB is also not separated 
from the problem of shariah governance failure, leading to the failure 
and difficulty in finance (Muhamad & Sulong, 2019). The practice of 
governance is necessary to ensure the sustainability of IB in achieving 
maqasid shariah to improve the welfare of the people (Asutay, 2012).

IB must apply more prudent risk management, considering that IB 
products are more complex than conventional banking products be-
cause mitigating risks is more stringent to avoid operational, insol-
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vency, reputation and other risks. Characteristics of unique IB present the components of system gover-
nance that are different from the existing system management, namely the presence of SSB. Through a 
better shariah governance mechanism, it will increase risk mitigation. IB is not going to take excessive 
risk so that the stability of IB is still awake.

1. LITERATURE REVIEW  

AND HYPOTHESES

Objective performance measurement aims to 
provide accurate information to users. Accurate 
information related to performance at the right 
time will be helpful in decision-making (Harbour, 
2009). Several frameworks describe constructs 
about performance measurement. Parida et al. 
(2015) divide the performance measurement 
framework into five frameworks based on: 

1) traditional accounting; 
2) multi-criteria; 
3) multi-criteria hierarchy; 
4) specific functions; and 
5) specific businesses. 

Elements of maqashid shariah have been adopt-
ed for performance measurement by previous re-
searchers, namely Ascarya and Sukmana (2016), 
Julia and Kassim (2019), Mohammed and Taib 
(2015), and Rusydiana and Sanrego (2018).

Agency theory in conventional governance is 
more oriented towards maximizing shareholder 
value. Shariah governance presents an addition-
al tool, namely the presence of SSB as a shariah 
compliance supervisor. A conflicting interest 
arises between SSB, which serves all stakehold-
ers, and the board of directors, which serves 
the interests of shareholders. The role of SSB is 
vital to ensure compliance with shariah princi-
ples. They can reject products/contracts that are 
not under shariah principles even though the 
product/contract is profitable for shareholders 
(Farag et al., 2018). Mudharabah contracts, es-
pecially unrestricted Mudaraba contracts, IB 
shares profits with the owner of the Investment 
Account Holder (IAH), but the risk is borne by 
IAH, and IAH is not allowed to be involved in 
managing the funds. Therefore, it is a risk of op-
portunism for IB managers to take personal gain 
at the sacrifice of IAH’s importance (Archer & 
Karim, 2006).

On the one hand, IB faces a conflict of interest 
between the manager and the owner. On the oth-
er hand, there is a potential conflict between the 
owner and the IAH. The agency relationship in 
this unique Islamic bank can lead to conflict be-
tween the owner and IAH (Archer et al., 1998). 
This agency conflict has resulted in the IB manag-
er having to protect the interests of the owner and 
IAH (Farag et al., 2018; Grais & Pellegrini, 2006).

1.1. Maqasid shariah-based 
performance in an Islamic bank

Rahman et al. (2017, p. 4) and Aziz et al. (2013, pp. 
5-6) define maqasid, which means goals, principles, 
goals, or objectives combined with the term shari-
ah. The concept of maqasid shariah has been used 
as a performance measurement of Islamic banks. 
This measurement is applied in the maqasid shari-
ah index by Antonio et al. (2012), Mohammed and 
Taib (2015), Ascarya and Sukmana (2016), and 
Julia and Kassim (2019). In the concept of Islamic 
economics, the fulfilment of human needs without 
ignoring the rights of others (maslahah), maqa-
sid shariah is a guide to achieving this (Johnston, 
2007). Maslahah in fulfilling human needs can be 
done through productive, dynamic, and flexible 
thinking (Al-mubarak & Osmani, 2010).

Islamic banks have different features from con-
ventional banks. Their performance measurement 
should also be different (Nomran et al., 2018). 
According to Haron and Ibrahim (2016), Islamic 
banks and customers must have a relationship as 
partners, investors, not debtors and creditors. Beck 
et al. (2013) said shariah principles prohibit busi-
ness activities using interest instruments because 
of usury, speculative transactions (gharar), and 
other illicit financing activities. Many researchers 
are not satisfied with the performance of Islamic 
banks. They claim that Islamic banks are not in 
line with Islamic economics and Islamic maqa-
sid (Choudhury, 2006; Dusuki & Abozaid, 2007; 
Naceur & Omran, 2011). The reason is that Islamic 
banks use the same benchmarks as commercial 
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banks in measuring performance. Therefore, im-
plementing Islamic maqasid as a performance 
measurement of Islamic banks is a solution to 
answer these criticisms (Mohammed et al., 2015; 
Syarifah et al., 2021; Tarique et al., 2020).

1.2. Risk-taking and performance

Previous research provides evidence that bank ef-
ficiency is related to profitability. Tan and Floros 
(2014) investigated the relationship between risk 
and profitability. The result was that there was no 
significant impact between risk and profitabili-
ty. Tan (2016) used a different sample to test the 
impact of risk and profitability; the result is that 
there is no impact of risk on profitability. García-
Herrero et al. (2009) explained that banks with 
higher levels of efficiency have higher profitabil-
ity. Inefficient banks tend to reduce profitabili-
ty (García-Alcober et al., 2019). Fang et al. (2019) 
provide empirical evidence that risk-taking signif-
icantly negatively affects profitability.

IBS has a variety of products. On the one hand, this 
will reduce the risk of financing, and the religios-
ity of debtors will encourage loyalty and prevent 
defaults. Meanwhile, on the other hand, IBs will 
face more significant risks because the complexi-
ty of contracts in IB financing, such as profit-loss 
sharing (PLS) contracts, will cause a moral hazard 
(Abedifar et al., 2013). Risk-taking in this study is 
proxied by stability inefficiency. The higher sta-
bility inefficiency of IBs implies high risk-taking, 
while the lower stability inefficiency means lower 
risk-taking (Fang et al., 2019).

Stability inefficiency considers the cost of funds 
and the cost of capital, and the total funds raised. 
The cost of funds and the cost of capital are as-
sumed to contain costs and other factors that can 
be controlled by management and cannot be con-
trolled by management. The higher cost of funds 
and capital will affect a high stability inefficien-
cy score, which can reduce the performance of 
Islamic banks.

1.3. Risk-taking, SSB, and 
performance

Alman (2012) found that improving the quality of 
SSB increases the risk-taking of IBs. Improving the 

quality of SSB has been proven to reduce the risk 
of IB insolvency and operational risk (Safiullah & 
Shamsuddin, 2017). Saeed and Izzeldin (2014) say 
that bank managers seek to improve cost efficien-
cy, which is positively correlated with risk. In the 
case of IBs, increasing efficiency will reduce the 
risk of default, and risk reduction practices im-
prove performance. Therefore, IBs must target ef-
ficiency improvements to reduce defaults and im-
prove financial stability (Bukhari et al., 2013).

Ajili and Bouri (2018) found that SSB quality 
negatively moderates the relationship between 
accounting performance. Tan and Floros (2012a, 
2012b) report that credit risk has no significant 
effect on profitability. Furthermore, Singh et 
al. (2018) found evidence that governance neg-
atively moderates the relationship between in-
dependent boards and performance. IBs have 
more banking product features than products 
offered by conventional banks, so more risk 
mitigation is needed in each product distribu-
tion (Bouheni & Ammi, 2015). The courage of 
IBs in taking risks in product distribution must 
be supported by good governance to control ex-
cessive risk-taking. The quality of SSB, which 
consists of existence, size, expertise, and doc-
toral qualification, is expected to increase the 
effectiveness in supervising management be-
haviour to control risk-taking. 

The literature on risk-taking, shariah governance, 
and performance is currently still debating their 
relationship. This study tries to test the relation-
ship by measuring risk-taking and performance 
different from previous researchers. The research 
questions posed are as follows:

1. Does risk-taking affect the performance of 
Islamic banks?

2. Does shariah governance play a moderating 
role in the relationship between risk-taking 
and Islamic bank performance?

Based on the discussion and exposure to the lit-
erature above, the following research hypotheses 
are proposed:

H1: Higher risk-taking will reduce the perfor-
mance of IB.
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H2: There is an interaction between shariah gov-
ernance and risk-taking that affects its per-
formance. For higher quality shariah gov-
ernance, greater risk-taking will improve its 
performance. For low-quality shariah gov-
ernance, greater risk-taking will reduce the 
performance of IBs.

This study aims to examine the effect of risk-tak-
ing on the performance of Islamic banks and its 
moderating effect on this relationship. This study 
is essential to support the growth of Islamic banks 
that are more efficient to maintain long-term 
performance.

2. METHODOLOGY

2.1. Data

The study uses secondary data with a bank-lev-
el and cross-country analysis unit. The primary 
source to take the data is a database Bankscope pro-
vided by Berau Van Dijk Company, and GDP per 
capita is obtained from data from the World Bank. 
Non-financial data will be collected from yearly re-
ports from each shariah bank. The study uses the 
information the companies disclosed in the reports 
annually published from 2014 to 2018. The number 
of IBs with complete financial data required is 75 

banks from 19 countries with a five-year study peri-
od. The sample distribution by country is presented 
in Table 1; the details of the sample of Islamic banks 
are in Table A1 of Appendix A.

2.2. Measurement variable

As a proxy for the Islamic bank’s performance 
variable, MSI is the dependent variable in this 
study. In the study, MSI uses the Maqasid Shariah 
Performance Evaluation Model (MPM) methods. 
The steps for calculating the MPM are shown in 
Table 2. This MPM concept was adopted from pre-
vious studies (Antonio et al., 2012; Julia & Kassim, 
2019; Mohammed & Taib, 2015).

The independent variable in this study is the qual-
ity of SSB as a proxy for shariah governance (SG) 
and risk-taking. According to Neifar et al. (2020), 
the quality of SSB can be reflected in four attrib-
utes, namely, the presence, number, expertise, and 
doctoral qualifications of SSB members. The cal-
culation of the SSB index is taken from these four 
indicators. Risk-taking uses translog specifica-
tion measurement to estimate inefficiency (Fang 
et al., 2019; Tabak et al., 2012). Control variables 
consist of size, leverage, and GDP growth per cap-
ita (Dalwai & Mohammadi, 2020; Louhichi et al., 
2019; Safiullah & Shamsuddin, 2017). The meas-
urements of each variable are shown in Table 3.

Table 1. Distribution of sample

No Country Islamic Banks Percentage (%)

1 Bahrain 9 12.00%

2 Jordan 1 1.33%

3 Kuwait 6 8.00%

4 Oman 2 2.67%

5 Qatar 2 2.67%

6 Saudi Arabia 4 5.33%

7 Turkey 1 1.33%

8 United Arab Emirates 7 9.33%

9 The Syrian Arab Republic 1 1.33%

10 Brunei Darussalam 1 1.33%

11 Malaysia 14 18.67%

12 Philippines 1 1.33%

13 Singapore 1 1.33%

14 Bangladesh 5 6.67%

15 Maldives 2 2.67%

16 Nigeria 1 1.33%

17 Pakistan 8 10.67%

18 United Kingdom 4 5.33%

19 Indonesia 5 6.67%

Total 75 100.00%
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2.3. Empirical model

This study analyzes the effect of risk-taking on 
performance and examines the effect of shariah 
governance in this relationship. The statistical 
model to test the relationship is as follows:

0 1

2 3

4 ,

_

_

it it

it it

it

msi b b risk taking

b size b lev

b gdp growthpercap e

= + +

+ + +

+ +

 (1)

Table 2. Maqasid shariah index calculation 

Dimensions Weight
Average 

(%)
Element

Average 

(%)
Ratio Average 

(%)

D1: Preservation 
of Faith

W1 20 E1: Freedom of belief –100

R1: mudarabah investment and 

musharakah / total investment
–50

R2: total income –non-halal funds / 

total income
–50

Preservation of Life W2 20

E2: Maintain human 

dignity
–50 R3: CSR expenses / total costs –50

E3: Upholding high right 

fundamental human
–50 R4: distribution of zakat / net assets –50

Preservation  
of Intellect

W3 20

E4: Initiating scientific 
thinking

–50
R5: Technology investment / total 

assets
–50

E5: Prevent a lack of 

knowledge
–50

R6: employees resign / number of 

employees
–50

Preservation  
of Progeny

W4 20

E6: Paying attention to 
all parties, including 
stakeholders

–100

R7: net income/shareholder equity –16.67

R8: research costs / total costs –16.67

R9: the cost of training and 

development / total costs
–16.67

R10: net income / total assets –16.67

R11: NPF –16.67

R12: Tax paid / profit before tax –16.67

Preservation  
of Wealth

W5 20

E7: Community welfare –50

R13: investment for real sector / all 

investment
–33.33

R14: Investment for SMEs / all 

investment
–33.33

E8: Minimizing economic 
inequality

–50 R15: Investment for agriculture /  all 

investment
–33.33

Table 3. Measurement of independent variables

No. Variable Definition Measurement

1 SSB Quality

The quality of the DPS consists of 4 indicators an Islamic 

bank has an SSB score of 1, does not have a score of 0, has a 
minimum of three SSB members with a score of 1, less than 
three scores of 0, has an SSB member with a doctoral degree, a 
score of 1, does not have a score of 0, and has an SSB member 
with a background financial background or have experience in 
Islamic financial institutions are given a score of 1 and 0 if they 
do not have

Total DPS quality score divided by four

2 Risk-Taking
Zscore by combining three risk liquidity, risk of credit, and risk 
capital

Input price: the ratio of profit sharing/total 
deposits and the ratio of non-profit sharing / 
fixed assets
Output: total financing, deposits, securities, and 
non-profit sharing income

3 Bank Size Total Asset Ln Total Asset

4 Leverage Debt to total assets ratio Total debt / total assets

5

GDP 

growth 

rate of per 

capita

The annual growth rate of per capita GDP in percentage
The annual rate of per capita GDP in percentage 

on a year- to tt
-1
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_
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⋅
 (2)

where, MSI = maqasid shariah index; ssb_quality 
= SSB index; size = all assets in the natural log; lev 
= total debt divided by all assets; gdp_growthper-
cap = percentage growth of GDP per capita.

The risk-taking model is adopted from Fang et al. 
(2019) with the model as follows:

0

2

1 1
1 2

2 2

1

2

1

2

1

2

,

j jit
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jk jit kit

j k

it it

j jit it it

j it
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W
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W W
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W W

W
LnY Ln

W

δ δ

δ

β β

θ ν υ

 −
= + + 

 

+ +

   
+ + +   

   

 
+ + − 

 

∑

∑∑

∑

 (3)

where W represents the input price, which in-
cludes the price of funds (the ratio of the distri-
bution of profit sharing to the total deposit) and 
the price of capital (the ratio of non-profit shar-
ing expenses to fixed assets). Y represents four 
outputs: total financing, total deposits, securi-
ties, and non-profit sharing income). The i and t 
sub-indices show IBs operating at time t, while j 
and k represent different outputs. The error term 
ε

it
 equals ν

it
 − υ

it
. The first term, ν

it
 captures the 

random disturbance, which is assumed to be 
normally distributed; it represents the measure-
ment errors and other uncontrolled factors, i.e., 
ν

it
 ~ N (0,

σν
2). The second term υ

it
 captures the 

technical and allocative inefficiency, both un-
der managerial control, and it is assumed to be 
half-normally distributed, i. e. υ

it 
~ N + (μ

it
, σ

υ
2). 

The higher score of Inefficiency stability indi-
cates high risk-taking; the opposite low scores 
indicate low risk-taking.

The data were tested to prove the hypothesis of 
this study using the dynamic panel regression es-
timation technique with the generalized two-step 
method of moments (GMM). This method was 
chosen to avoid endogeneity problems (Daher et 
al., 2015).

3. RESULTS

Descriptive analysis for each of the variables stud-
ied is presented in Table 4. Maqasid shariah-based 
performance shows a positive performance with 
an average score of 0.29108. This score means that 
during the observation period, IBs can achieve 
performance by generating profits and can meet 
the criteria of maqasid shariah. 

Table 4. Descriptive statistics

Variable Obs Mean Std. Dev. Min Max

MSI 365 0.29108 0.19946 0.00009 0.92932

rt 351 –0.00643 1.25157 –5.11240 4.51582

SSB 365 0.56918 0.312033 0 1.00000

size 365 7.65885 2.15731 0.82378 11.48591

lev 365 0.799874 0.22434 0.00685 0.95553

gdppcap 360 1.68099 2.79568 –7.04313 6.73702

The shariah governance variable is proxied by the 
quality of the SSB; it can be seen that the mini-
mum value is zero because several countries in the 
MENA region do not require IBs to raise their SSB. 
The average SSB quality score is 0.56918, and most 
of the IBs observed in this study already have an 
SSB. According to the AAOIFI governance stand-
ards, IBs have at least three SSB members (Ajili 
& Bouri, 2018; Farook et al., 2011). In this study, 
most IBs have met the standard requirements set 
by AAOIFI. Another criterion in measuring the 
quality of SSB is expertise, as seen from the back-
ground of SSB members having accounting or fi-
nance education and SSB with doctoral qualifica-
tions. The expertise criterion is still a minority in 
the SSB quality calculation score because most of 
it does not have an SSB with an accounting or fi-
nancial education background. While the doctor-
al qualifications for SSB, these criteria are mostly 
met because most IBs have doctoral qualifications. 
Observations from the annual report and website 
show that many SSB members come from academ-
ics and international practitioners who have a doc-
toral level of education in the field of shariah. In ad-
dition, most SSB members from the MENA Region 
are AAOIFI members, and they become DDB for 
more than one institution at the same time.

The average risk-taking value is –0.00643; this figure 
is lower than in previous studies of 0.22 (Fang et al., 
2019) and 0.35 (Ahmad & Azhari, 2021). These re-
sults indicate that the risk-taking of IBs during the 
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observation is still low. The control variables of this 
study consisted of leverage, size, and GDP per cap-
ita. Table 4 shows that IBs have an average leverage 
ratio of 79.98735 per cent. The size of IBs uses the 
size of total assets with an average value of 7.65885. 
Based on these data, it can be seen that there is a large 
gap between the maximum total assets and the min-
imum total assets of IBs. GDP per capita, on average, 
experienced positive growth of 1.68099.

Pairwise correlation analysis was conducted to 
check the correlation of variables in the mod-
el. Hakimi et al. (2018) argue that the correlation 
coefficient test results of more than 60% indicate 
a multicollinearity problem. Table 4 displays the 
correlation matrix between the variables used in 
this study. Based on observations (see Table 5), all 
research variables in the correlation matrix above 
and the coefficients of all variables are below 60%. 

It can be concluded that all variables in this study 
are free from multicollinearity problems.

The feasibility of the GMM model specifications 
can be tested in two ways. First, the AR(2) test for 
each model shows results that are not statistical-
ly significant so that the residuals are not serial-
ly correlated in the second order for the first dif-
ference equation. Second, the Sargan test results 
show that the set of instruments used is valid be-
cause the probability value of each is more signif-
icant than 0.05, which means it is not statistically 
significant, so it can be concluded that the instru-
ment used is valid.

4. DISCUSSION

Test results show that the risk-taking hypothesis 
is significant in a negative direction, so the results 

Table 5. Matrix correlation

Variable ms risk_taking ssb_quality size lev gdp_percap

ms 1.0000 – – – – –

risk_taking 0.0968 1.0000 – – – –

ssb_quality 0.0160 –0.0450 1.0000 – – –

size 0.4674* 0.02617 0.2617* 1.0000 – –

lev 0.0912 0.2146 0.2146* 0.5100* 1.0000 –

gdp_percap –0.1178* 0.1180* 0.1180* –0.0652 0.1329* 1.0000

Table 6. Baseline full sample (2-step system GMM)

Variable Model 1 Model 2

L.msi
0.635*** 0.654***

(41.423) (41.380)

risk_taking
0.000 –0.006***

(0.383) (–10.728)

risk_taking*ssb_qty
– 0.011***

– (6.497)

size
0.010*** 0.009***

(11.026) (6.260)

lev
–0.065*** –0.081***

(–14.484) (–9.950)

gdpgrowthpercap
0.008*** 0.009***

(12.945) (11.528)

gcc
0.050*** 0.055***

(12.250) (11.313)

_cons
0.058*** 0.057***

(11.457) (12.796)

Obs. 232.000 232.000

Bank 64.000 64.000

AR2 Stat. 0.758 0.758

AR2 P-Val 0.448 0.448

Sargan Stat. 74.447 79.404

Sargan P-Val 0.223 0.434

Note: * p < 0.10, ** p < 0.05, *** p < 0.01; t statistics in parentheses.
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of this study are under the first hypothesis. The 
higher risk-taking by IBs can reduce performance. 
This study rejects the results of Fang et al. (2019), 
Tan (2016), and Tan and Floros (2012a) that a high 
level of risk is unable to raise its performance. The 
evidence of this study espouses the previous re-
sults of Das and Ghosh (2009) that an increase in 
credit risk and portfolio risk will reduce profits. 
Fiordelisi et al. (2011) say that an increase in bank 
risk can be caused by weak credit monitoring, and 
weak control over operational costs can decrease 
performance. Therefore, the results of this study 
found an inverse relationship between risk-tak-
ing and performance. Manlagñit (2011) found the 
same evidence that risk-taking is inversely pro-
portional to performance.

These empirical findings do not support agency 
theory. Agency theory in the previous literature 
was used to explain the relationship of risk-taking 
with performance. The argument that was built 
earlier says that bank managers will behave in a 
higher risk-taking to pursue profit to impact high 
bonuses. The study results show that high risk-tak-
ing reduces its performance.

Competition in banking services with competi-
tors (commercial banks) triggers an increase in 
the cost of funds and capital costs so that it can 
erode the profit of IBs. These results support Beck 
et al. (2013) that IBs are less cost-efficient than 
commercial banks. In addition, the complexity 
of the scheme (contract) in IB products can lead 
to an increase in monitoring costs. Islamic banks 
must comply with shariah rules, increasing ad-
ministrative costs for these activities. In addition, 
mudharabah financing can increase credit risk be-
cause banks cannot ask for collateral (Mollah et 
al., 2016).

Empirical evidence shows that the shariah gov-
ernance hypothesis has a statistically significant 
moderating effect on risk-taking and perfor-
mance, following the second hypothesis. This 
finding aligns with Ajili and Bouri (2018) and 
Nawaz (2019). SSB moderates risk-taking with 
performance. A larger SSB size, consisting of 
various backgrounds such as Islamic law, ac-
counting or finance, and a doctoral education 
level, will provide banks with more knowledge 
and expertise (Nomran et al., 2018). According 
to Quttainah and Almutairi (2017), the mission 
of the SSB is similar to the audit committee, 
namely, carrying out contract audit tasks that 
contain financial elements and ensuring shari-
ah compliance. SSB with an accounting or fi-
nance background minimizes financial errors 
in this context.

According to Safiullah and Shamsuddin (2017), 
a large SSB can control excessive risk-taking in 
Islamic banks, which tend to behave in risk-tak-
ing to maximize profits. Grassa (2013) argues that 
an efficient shariah supervision system can in-
crease compliance with shariah principles and im-
prove performance. The increasing quality of SSB 
can lead to better supervision so that risk-taking 
tends to decrease and, in the end, can increase its 
performance.

Governance for Islamic banks performs a dual 
function, namely as a supervisor of bank activ-
ities in general and monitoring shariah compli-
ance in bank operational activities. Owners of 
funds with the mudharabah scheme have risks 
to investments channelled by banks, so banks 
must improve governance to be more efficient 
and provide optimal profit sharing (Bourakba 
& Zerargui, 2015).

CONCLUSION

Risk-taking in Islamic banks is crucial to achieving efficiency. Shariah governance controls risk-taking 
so that Islamic banks operate within the corridors of shariah principles. Data analysis involved a sam-
ple of 75 IBs from 19 countries. This study indicates that risk-taking significantly negatively affects the 
maqasid shariah-based performance. The results showed that risk-taking had a significant adverse effect 
on performance based on shariah maqasid. Islamic banks must improve risk management, especially 
controlling non-performing financing, to maintain efficiency and financial stability based on these re-
sults. Islamic banks can adopt maqasid shariah-based performance measurement because the more this 
concept is applied, the more dimensions it can create to develop a better concept.
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Shariah governance is proven to moderate a positive relationship between risk-taking and performance. 
These results prove that the SSB has performed its function well, an additional layer in shariah govern-
ance. This finding implies that Islamic banks must meet AAOIFI’s requirements. Namely, the SSB must 
consist of at least three members. In addition, attention must be paid to the composition of SBB so that 
it is of higher quality.

The study is not without limitations; the data is limited to Islamic banks only, so these results cannot be 
generalized to other industries. These limitations open up opportunities for further research to further 
explore the non-banking shariah industry. 
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APPENDIX A

Table A1. List of sample Islamic banks

No. Islamic Bank Country

1 ABC Islamic Bank (EC.) Bahrain

2 Al Baraka Banking Group B.S.C. Bahrain

3 Al Baraka Islamic Bank B.S.C. (c) Bahrain

4 Bahrain Islamic Bank BSC. Bahrain

5 Citi Islamic Investment Bank Bahrain

6 Global Banking Corporation BSC. Bahrain

7 Kuwait Finance House BSC. Bahrain

8 Liquidity Management Center BSC Bahrain

9 Venture Capital Bank BSC (c) Bahrain

10 Al-Arafah Islami Bank Ltd. Bangladesh

11 ICB Islamic Bank Limited Bangladesh

12 Islami Bank Bangladesh Bangladesh

13 Shahjalal Islami Bank Limited Bangladesh

14 Social Islami Bank Ltd Bangladesh

15 Bank Islam Brunei Darussalam Berhad Brunei Darussalam

16 PT Bank BCA Syariah Indonesia

17 PT Bank BNI Syariah Indonesia

18 PT Bank BRI Syariah Tbk Indonesia

19 PT Bank Mega Syariah Indonesia

20 PT Bank Syariah Mandiri Indonesia

21 Islamic International Arab Bank Jordan

22 Ahli United Bank (Kuwait) Kuwait

23 Boubyan Bank KSCP. Kuwait

24 Gulf Investment House KSCP. Kuwait

25 Kuwait Finance House (KSCP.) Kuwait

26 Kuwait International Bank KSCP. Kuwait

27 Warba Bank KSCP. Kuwait

28 Affin Islamic Bank Berhad Malaysia

29 Al Rajhi Banking & Investment Corporation (Malaysia) Malaysia

30 Alliance Islamic Bank Berhad Malaysia

31 AmBank Islamic Berhad Malaysia

32 Bank Islam Malaysia Berhad Malaysia

33 Bank Muamalat Malaysia Berhad Malaysia

34 CIMB Islamic Bank Berhad Malaysia

35 Hong Leong Islamic Bank Berhad Malaysia

36 HSBC Amanah Malaysia Berhad Malaysia

37 Maybank Islamic Berhad Malaysia

38 OCBC Al-Amin Bank Berhad Malaysia

39 Public Islamic Bank Berhad Malaysia

40 RHB Islamic Bank Berhad Malaysia

41 Standard Chartered Saadiq Berhad Malaysia

42 Housing Development Finance Corporation PLC Maldives

43 Maldives Islamic Bank Private Limited Maldives

44 Jaiz Bank PLC Nigeria

45 Alizz Islamic Bank S.A.O.G. Oman

46 Bank Nizwa SAOG Oman

47 Albaraka Bank (Pakistan) Ltd Pakistan

48 Bank Islami Pakistan Limited Pakistan

49 Dubai Islamic Bank Pakistan Limited Pakistan

50 First Habib Modaraba Pakistan

51 First National Bank Modaraba Pakistan

52 Meezan Bank Ltd. Pakistan
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No. Islamic Bank Country

53 ORIX Modaraba Pakistan

54 Pak-Gulf Leasing Company Pakistan

55 Al-Amanah Islamic Investment Bank of the Philippines Philippines

56 Qatar Islamic Bank (QPSC) Qatar

57 QInvest LLC Qatar

58 Al Rajhi Banking and Investment Corporation Saudi Arabia

59 Alinma Bank Saudi Arabia

60 Bank Albilad Saudi Arabia

61 Bank Aljazira Saudi Arabia

62 The Islamic Bank of Asia Limited Singapore

63 Syria International Islamic Bank The Syrian Arab Republic

64 Turkiye Finans Katilim Bankasi A.S. Turkey

65 Abu Dhabi Islamic Bank PJSC United Arab Emirates

66 Ajman Bank PJSC United Arab Emirates

67 Al Hilal Bank PJSC United Arab Emirates

68 Dubai Islamic Bank (Public Joint Stock Company) United Arab Emirates

69 Emirates Islamic Bank PJSC United Arab Emirates

70 Noor Bank PJSC United Arab Emirates

71 Sharjah Islamic Bank PJSC United Arab Emirates

72 Al Rayan Bank Plc United Kingdom

73 Bank of London and The Middle East plc United Kingdom

74 Gatehouse Bank Plc United Kingdom

75 Rasmala UK Ltd. United Kingdom

Table A1 (cont.). List of sample Islamic banks
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