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Evaluating Efficiency of Islamic Banks in Selected Arab Countries

Ashraf Lotfi Elsayed !

ABSTRACT

Banks play a vital role in supporting the economies through the impact on financial development; where
efficient banking system works to increase the national income and wealth, and thus be able to encourage
depositors to do more deposits and cash advances. In addition, because Islam forbids usury (riba), Muslims
feel some discomfiture in dealing with commercial or conventional banks. Therefore, the role of Islamic

banks arises to support and develop these countries but comes with different tools.

This study aimed to investigate the existence of cost efficiency among 14 Islamic banks operating in selected
Arab countries during the period from 2005 to 2010.

The DEA results indicate that Islamic banks in Arab countries experience a relatively low cost efficiency. In
addition, most of the Islamic banks in the selected countries are more allocative efficient as compared to
technically efficient. Hence, the main contributor towards cost inefficiency in these regions is technical

inefficiency.
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