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Hhstract:

From an economic perspective, The financial efficiency mean to allocate
available financial resources efficiently, which ensures the allocation of resources
to the most profitable projects, so the efficiency of funding is reflects to the good
management aimed to Increase profitability and productivity and directing

liguidity and capital.

In this side, the study aimed to identify the characteristics of the Islamic
financing mechanisms, by analysing its role in the relationship between savers and
investors, in order to highlight the the challenge posed by the introduction of this
type of different financial activities than traditional banking system, to reach this
goal, the study analyzed the theoretical aspects of financing such as the efficiency
in the banking institutions, Islamic financial transactions and the most important
Islamic rules of jurisprudence, as well as of the application of Islamic financing

mechanisms in the Malaysian banking system.

The study found range of results, most notably that the Islamic modes of
financing is a suitable alternative for the financing of the interest-based banking
activity, if adopted the principle of profit and loss sharing, more than the
debts(Moudayanat), wich give an edge in the management of financial resources,
and rising the rate of return on the investment in, and therefore a greater ability

to achieve the financing required efficiency.

Key words: Efficiency of Financing, Islamic financing mechanisms, profit, cost,

resource allocation.
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Centre, King Abdulaziz University, Jeddah, Kingdom of Saudi Arabia, 2006, p : 14.
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Source: Maher Hasan and Jemma Dridi, Islamic banks were more resilient than conventional banks

during the global financial crisis, Finance & Development Review, Vol 47, no 4, IMF, 2010, p: 46.
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1- Bijan Bidabad Mahmoud Allahyarifard,The Executive Mechanism of Profit and Loss Sharing (PLS) Banking,
http://www.bidabad.com/doc/PLS-banking-Executive-Mechanism.pdf, consult on 12 February 2016.
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Business Research, Volume 25, Number 1, The Clute Institute, USA, 2009, p:116
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finance, Seventh International Conference on Islamic Economics, Center of Islamic Economics Research, King Abdulaziz
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Y; = xP + (Vi + Ui) i=1,...,N, (2)

1- G.E. Battese, and T.J. Coelli, , Frontier Production Functions Technical Efficiency and Panel Data: With Application
to Paddy Farmers in India, Journal of Productivity Analysis, vol 3, Springer, Verlag, Germany, 1992, p.p: 153-169.

D.J Aigner, C.A.K. Lovell, and P. Schmidt, Formulation and Estimation of Stochastic Frontier Production Function
Models , Journal of Econometrics, vol 6, Elsevier BV, North-Holland, Netherlands, 1976, p.p: 21-37.

2- Tim Coelli, A Guide to FRONTIER Version 4.1: A Computer Program for Stochastic Frontier Production and Cost
Function, Estimation Centre for Efficiency and Productivity Analysis (CEPA), Working Paper, University of New England,p:2

3- G.E. Battese, G.S. Corra, Estimation of a Production Frontier Model: With Application to the Pastoral Zone of
Eastern Australia, Journal of Agricultural Economics, vol 21, Australia, 1977, p.p: 169-179.
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EFF; = E(Y; /U, Xi)/ E(Yi /Ui=0, X)), (3)

) el oy 055 Leke Vi Lylas 05 o o) ai Bl (305 1) 2l 2 Y
el e wld) el 3 615 exp(Yi) Lslas 055 5 Cadya]

AW da e deb e 3 ey b Cp a8 b EFF OB (e dlls dls G
1l e 3l ol O S Loy a6 Al s

(SFA) 21y2) 03 o 358 uom 361 Dl 30 1(11) 035 Iyt

exp (U) 1)

V-ﬁ
(XiB'Ui)/(XiB) \1 CLZY\
(X1B+U1)/(XIB) Y :LQ.K:H

Source : Tim Coelli, A Guide to FRONTIER Version 4.1: A Computer Program for Stochastic Frontier
Production and Cost Function, Estimation Centre for Efficiency and Productivity Analysis (CEPA),

Working Paper, University of New England, p:8.
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1- William H. Greene, The Econometric Approach to Efficiency Analysis,the Measurement of Productive Efficiency and
Productivity Growth, Oxford University Press, New York, 2008, p.p: 98-99
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1-- Jaap W.Bos & James W .Kolari, op.cit, p:1563.
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- RHB Bank - Hong Leong
- Muamalat Bank - May Bank

- HSBC Amanah - Citibank

- Affin Islam - Public Bank
- Bank Islam - HSBC Bank
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1- G.D. Ferrier, & C.A.K.Lovell, Measuring Cost Efficiency in Banking: Econometric and Linear Programming
Evidence, Journal of Econometrics, vol 46, Elsevier BV, North-Holland, Netherlands, 1990, p.p: 229-245.
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SPSS Jlax 1 £l 5 (3) oy gl e sleas Vb 2l slue] o 2putall




£ "@‘%CF?’ At#

j 2 silall napanll pliaill éslas gy o ollolll Ligaill 2l fablun rao sl Laall %E:
#iny; g

o (Ol Al ol ] WD sl G elpm Al G bl e Ales O L) Jpad ) ity

L‘jj\/ 3}9 d}lﬁ C}:P- uﬁ} Vé\ :,.:>- UA Jﬁ L;H ﬂf.)\ uﬁ k}éu@bbﬂ\aﬂf OTLLL&UJ
: bladl

ces HSBC Amanah ¢l ¢ dol &€ ity Gl 50242 o ol a0l CaJSO) - 1

e, ol 4041595 o) oo db € Muamalat i & (55 2ol Z22 1 21408370

371169770,HSBC Amanah ¢k (3 s 2eaiS o, 1 4363887 cp s LaAl - 2

oy 1 70337503 Lwglly ¢ May Bank chy (3 (g g 2esiS iy il

RHBeL, G L3, ety (il 00575 0.0063 caedl o sl oolll AW (s Josl) a4

0.0075 (5 lall Ol 21y ey Call 0.015 Law gl it

iy HSBC Amanah &by 3 <l oty Gl 1150 5 0012 o ol god) e - 5
0.314 g Lall O ZN1, 0.116 Lawgllly ¢ JId) ke Muamalat

MayBank 5 HSBCAmanah (3 =, Call 354439156 5 3983318 oy sl a3l dle) -6

z358) s Ala ) )

S Al Byl CaJSly HeYl dlys i) () (FRONTIER4D) 2l poseed
) oy ofl pe sscdly BB 5Ll bl Blam Y1 SV Olaiel gl 1 oSS
S able) Slasy & b e 2 P W ISVl ¢l Cals ol s kYl
"t dedy Lkl Jlay glal) 312N ool 35080 SO (04) 35 Gl 2 (Dl
W) éw\ do Ja gl Ol 2 e slezely (il Yl
:p e B4l 5:ls Y

am @Ay Ayl 3 e (SFA) 250 e ebezlly (3eliS) Lot plall ol2Y)
(5 5. i7) Sy () 3L Y1 A ezl s o

1- Tim Coelli, op cit, p :4

SHAZAM by e U Litazel J3y(tX1) Bz 25 Cale ) UL od ] st alipd s plassnad O ST *




& R

9 Jilall napmall plisill éslas g8y o nollwll Lgail sl Aaslus a0 ausbull Laall > C:
#iny; d

2014-2008 :5 3d) Y

duauaiil) seligl) FETATRIAFS di8l) 3elagl)

Allocative efficiency Cost efficiency Technical efficiency

std.dev Mean std-dev Mean std.dev Mean
0,09605071 | 0,75195955 | 0,04270753 | 0,8135278 |0,12537141| 0,7918073 2008
0,09604198 | 0,75065072 | 0,04437843 | 0,8105253 |0,12200969 [ 0,7984229 2009
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0,09889663 | 0,74073046 | 0,05408636 | 0,7934081 |0,10588045 | 0,8290312 2014
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Jas giall 2014 2013 2012 2011 2010 2009 2008
0,5969 | 0,6320 | 0,6206 | 0,6091 | 0,5973 | 0,5854 | 0,5732 | 0,5608 Bank Islam
0,8846 | 0,8966 | 0,8928 | 0,8889 | 0,8848 | 0,8807 | 0,8763 | 0,8719 Affin Bank
0,8268 | 0,8443 | 0,8388 | 0,8331 | 0,8272 | 0,8211 | 0,8149 | 0,8084 | HSBC Amanah
0,9365 | 0,9433 | 0,9412 | 0,9389 | 0,9367 | 0,9343 | 0,9318 | 0,9293 RHB Bank
0,8818 | 0,8941 | 0,8902 | 0,8862 | 0,8821 | 0,8778 | 0,8734 | 0,8688 Muamalat
0,8164 | 0,8348 | 0,8290 | 0,8229 | 0,8167 | 0,8103 | 0,8038 | 0,7970 May Bank
0,7750 | 0,7971 | 0,7901 | 0,7829 | 0,7754 | 0,7678 | 0,7599 | 0,7519 Hong Leong
0,6349 | 0,6676 | 0,6571 | 0,6463 | 0,6353 | 0,6241 | 0,6127 | 0,6010 Citi Bank
0,8205 | 0,838 | 0,8328 | 0,8269 | 0,8208 | 0,8146 | 0,8081 | 0,8015 HSBC Bank
0,9350 | 0,9420 | 0,9398 | 0,9375 | 0,9352 | 0,9327 | 0,9302 | 0,9276 Public Bank
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0,7659 | 0,7508 | 0,7562 | 0,7614 | 0,7663 | 0,7710 | 0,7755 | 0,7799 Bank Islam
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0,8259 | 0,8187 | 0,8212 | 0,8237 | 0,8261 | 0,8284 | 0,8306 | 0,8328 Muamalat
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0,7884 | 0,7764 | 0,7807 | 0,7848 | 0,7888 | 0,7925 | 0,7961 | 0,7996 HSBC Bank
0,7891 | 0,7772 | 0,7814 | 0,7855 | 0,7894 | 0,7932 | 0,7967 | 0,8002 Public Bank
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0,6078 | 0,6057 | 0,6072 | 0,6082 | 0,6088 | 0,6088 | 0,6084 | 0,6074 Bank Islam
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E 2012 865152 21964442 | 21889173 190344 0,00743251|0,03082839
2013 960856 24901037 | 25461734 228220 0,00783424| 0,028774
2014 928658 30865286 | 31770545 227321 0,00629458 | 0,02207507
2008 522656 14011857 | 12715123 203633 0,01412581|0,02509004
2009 16117380 | 15612982 | 13833086 202482 0,0127228 |1,15049512
% 2010 17016571 16446817 14944209 277350 0,01656887|1,12011422
§ 2011 18825438 | 17962659 | 16237783 165498 0,00886916|1,14916796
§ 2012 20833497 | 19717367 | 18158747 329460 0,01606806 | 1,12915484
2013 21408370 | 20178849 | 18744179 336780 0,01598266|1,12416713
2014 20441664 | 19056368 | 17730302 379974 0,01894028 | 1,13149173
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2008 8056497 | 177362506 | 180752634 | 3043508 |0,01388636 |0,02773397
2009 8241860 | 199362406 | 193574846 | 3713225 |0,01558364 |0,02339475
g 2010 6974217 | 225515490 | 198309563 | 3813613 |0,01535319|0,01593773
ﬂi 2011 7752170 | 266507542 | 232907083 | 4097652 | 0,0139537 |0,01569088
< 2012 9562429 | 275465517 | 266600855 | 4603427 |0,01343844|0,01860085
2013 10058359 | 329148686 | 311252975 | 4961374 |0,01247269| 0,0163757
2014 11310117 | 371169770 | 354439156 | 5254469 |0,01161056|0,01708516
2008 2367684 | 44299875 | 62060236 | 679391 |0,00970659 | 0,0272041
= 2009 329460 | 51124252 | 62093304 | 691435 | 0,0097854 |0,02544369
ﬁ 2010 1932130 | 58198958 | 67030179 | 722338 |0,00929289 |0,01804847
§ 2011 2467737 | 59611686 | 71744238 | 966544 | 0,0110273 |0,02092423
go 2012 4542216 | 95327787 | 116817059 | 1599964 |0,01137224(0,02518684
= 2013 4650856 | 117448225 | 119334745 | 1510963 | 0,0103846 |0,02631164
2014 5252276 | 126304954 | 119486219 | 2198747 |0,01477435|0,02555549
2008 1793813 | 43496283 | 39192496 | 844035 |0,01829431 (0,02423367
2009 1157173 | 19213760 | 33523993 | 682617 |0,01732628(0,01415571
% 2010 1106695 | 20079644 | 31111788 | 714805 |0,01899983 (0,01259619
,{gj 2011 1377651 | 36135915 | 37847802 | 887846 |0,01997424|0,01294144
&) 2012 1418679 | 36757823 | 31787709 | 907098 |0,02358977 |0,01609367
2013 1312278 | 37009547 | 31639786 | 863778 |0,02251051 (0,01417519
2014 1395334 | 35630516 | 32095926 | 967612 |0,02571085 |0,01332636
2008 1928505 | 39085028 | 41240624 | 915679 |0,01846431(0,02455894
2009 1680340 | 38952714 | 44923990 | 942809 |0,01786825 (0,01641731
'é 2010 1822144 | 45195925 | 50818445 | 1014190 [0,01713368 |0,01589883
8 2011 2110454 | 49675489 | 62504176 | 1083504 | 0,0146903 | 0,0164301
§ 2012 2029599 | 51556519 | 57305529 | 1063289 |0,01588035 |0,01686242
2013 1960059 | 50967751 | 57154755 | 1077424 |0,01588636 | 0,0154429
2014 2049771 | 57694576 | 58591389 | 1144685 |0,01627717|0,01544742
2008 5437176 | 127096488 | 141183765 | 1251336 |0,00750657 |0,02964817
2009 4536561 | 136830006 | 156171419 | 1442874 |0,00817138|0,01980956
@é 2010 4771836 | 150708130 | 161859047 | 1515106 |0,00812782|0,02012078
i:ﬁ 2011 5853942 | 182952181 | 176101788 | 1616559 |0,00786903 | 0,02406212
g 2012 6721735 | 215326951 | 196097222 | 1804657 |0,00789522 |0,02507469
2013 7456241 | 230653303 | 218794640 | 1887415 |0,00746488| 0,0254523
2014 8001717 | 275928033 | 246217210 | 2376816 |0,00829117|0,02284528

2014¢ 2012 <2010 2008 )yl 5, SISl B ) ) e 2 yal)




Aollall Aails

i Bhos @22 :(05) B, el

2Vl alls s ls 1

. Coefficie | Standard- .
Variable Parameter t-ratio
nt error
BO 3.038090 0.232551
81 Constant 0.175811
InX1 0.134835
B2 0.959500 0.711610
InX2 0.896377
B3 0.728516 0.812733
InX1InX1 0.145678
B4 0.346817 0.238071
InX2InX2 0.916671
B5 0.245587 0.267912
. InX1InX2 0.153878
sigma- ) ) ) 0.373916 0.242993
6° =085+ 6; 0.575552
squared = 62/(82 + 62) 0.158631 0.200694 0.275615
gamma V= 0u/lOu T %) {5 492269 | 0.245282
log likelihood function = -0.170953
K s s £l 2
. Coefficie | Standard- .
Variable Parameter t-ratio
nt error
BO Constant
81 Iny -3.155577| 0.106091 | -0.137607
n
-0.107568| 0.255038 | -0.421774
B2 In(W1/W2)
83 InYiny 0.880985 | 0.591407 | 0.148964
0.132563 | 0.254056 | 0.521787
B4 In(W1/W2)In(W1/W
85 2) -0.729440| 0.616467 | -0.118325
. -0.283639| 0.253619 | -0.111776
sigma- InY In(W1/W2)
) ) ) 0.288798 | 0.100000 | 0.288798
squared §° =6,+6;
5 ran ) 0.500000 | 0.100000 | 0.500000
gamma Y = 6u/(8y + 6y)

log likelihood function = -0.547500
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