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Permissibility and Impermissibility of Shareholders’
Participation in the Insurance Surplus

Al Sayed Hamed Hassan Muhammed?

In this passage, | would like to summarise topics discussed in the research in an
introduction and two chapters. The introduction includes the research plan. Chapter

2 General Manager, Ta’wuniya Insurance Company, Sudan.
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one is titled “Definition of Insurance Surplus and Current Practice of Shareholders’
participation in the Insurance Surplus”. This chapter includes six sections; the First
Section deals with sources and disbursements of funds in the insurance context.
The Second Section explains the nature financial business of insurance companies.
The Third Section covers all forms of insurance surplus, recipients of this
insurance, basis and means of its distribution in accordance with shares of the
insured in the surplus. It also entails details on identification of the distributable
surplus and applicable accounting equations for calculation of shares of the insured
off the insurance surplus. The First Chapter concludes with studying the impact of
surplus and assessing current practice of shareholders’ participation in the surplus.

Chapter Two is titled “Proposed Solution for Shareholders’ Participation in
Insurance Surplus”. The chapter begins with an introduction and first section which
focuses on the framework of my proposal for shareholders’ participation in the
surplus and conditions thereof. | have entailed a number of conditions upon which
the proposed criterion shall be built for such participation. These conditions include
inter alia; the formula, the legal rationale, and shareholders shall play no part in
stipulating conditions for the criterion; i.e. conditions shall be adopted by a neutral
body. | propose that this body shall be an authority responsible for supervision of
insurance. I have also added conditions such as; shareholders’ participation in the
surplus shall be based on the insured’s consent, participation shall not be used as a
pretext for undue exploitation of Islamic insurance funds, participation shall serve
the public interest; public interest and benefit shall prevail over harm (mafsadah),
participation shall result in realizing benefits for the relevant parties in the Islamic
insurance industry, participation shall eventually lead to ending prospective
complaints by the shareholders for not benefiting from establishing Islamic
insurance companies; hence their satisfaction will be guaranteed. This participation
will enable law and order to prevail in the insurance industry and this will lead to
entrenchment of safety and transparency.

The Second Section dwells on commission (ju‘alah) formula and provisions
pertaining to the formula. It concludes by offering comparison between
commission (ju‘alah) and ijarah (hire-purchase). The Third Section explains the
proposed criterion for participation of shareholders in the surplus and its
conditions. The Fourth Section sheds light on the accounting standard that I am
proposing to elucidate methods of application for this proposed criterion. The Fifth
Section is dedicated to assess sharcholders’ participation in the insurance surplus
pursuant to ju‘alah formula and explain effect of this ju‘alah on shareholders, the
insured, authority organizing the insurance and national level. The Sixth Section
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captures answers for the questions that could be raised by in terms of the proposal
of shareholders’ participation in the surplus in accordance with ju‘alah formula.

The conclusion sums up the outcomes of the study and recommendations. The
study is also attached with an appendix that contains examples of figures
explaining the method of applying conditions of the criterion using the accounting
standard for calculating the commission fees which will be given to shareholders.
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JEL classification: C61, D24, G21,

Measuring Productivity Changes by Using Malmquist Indicator
Studying the Case of Islamic Banks from 2003 — 2009

Faisal Chiad*

Summary

The Islamic banks witnessed lately significant development through growth of
assets, increase in number of branches and its spread in various countries.
Therefore, it is necessary to measure this development through identification of
banking productivity and analysis of their developments throughout history.

Henceforth, productivity of Islamic banks that are working in a number of
Muslim countries was studied, as samples include 11 Islamic banks from 2003 —
2009 by using the method of analysis of database to assess the Malmquist Total
Productivity Indicator and studying its main fractured components to measure
technical change and technical capacity to identify the main source of productivity
changes.

Research conclusions prove that Islamic banks achieved relative high rates in
their total productivity in the years of the study as the total medium growth rate is

* . Lecturer at Sétif University on a sabbatical leave with the International Islamic University of
Malaysia.
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estimated at 1.7%. The rationale behind that is attributed to the spread of
technological change. However, it was not related to rapidity in capacity changes,
with exception of the registered decrease between 2008 and 2009. The selected
banks in the samples differ in terms of values of capacity and productivity despite
proximity. Research outcomes prove that the International Islamic Arab Bank has
achieved the best growth in productivity followed by Qatar Islamic Bank, while
Dubai Islamic Bank has achieved less productivity rate as it needs to improve its
productivity by 9.6 % to reach a point of stability.

Key terms: Islamic banks, productivity changes and Malmquist Indicator.
JEL classification: C61, D24, G21,



