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Corporate Governance in Yemeni Islamic Banks
An Applied Study

MUHAMMAD FARHAN®

MOoHAMED AMIN GA’TD ABDUL-QADER*

Abstract

This study is designed to identify the corporate governance principles of Islamic
banks and the extent to which such principles are observed by Islamic banks in
Yemen. In a bid to achieve the objectives of the study, the theoretical aspect was
covered through books, periodicals, magazines, seminars, conferences and
scientific papers. The practical aspect was conducted through the descriptive
analytical approach. A 29-point questionnaire was designed to cover most
principles of corporate governance of Islamic banks in line with the feature that
distinguishes them from conventional banks. The questionnaire concentrated on the

° Associate Professor, Islamic Banking, Ta’iz University.
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Arabic Abstracts of Articles Published in Dirasat Igtisadiah Islamiah 147

corpus of the study, which comprised all the components of the survey, i.e. four
Islamic banks in Yemen.

The survey’s field results were analyzed through the use of Statistical Package
for Social Sciences (SPSS), averages and standard deviations in analyzing and
testing assumptions. Consequently, a set of conclusions indicate that Yemeni
Islamic banks’ observance of the rules of corporate governance is fair, albeit with
some shortcomings such as failure to ensure the disclosure and transparency
required in Islamic financial operations, which distinguish Islamic banks from
conventional banks, and failure to ensure fairness in the wage and salary structure
compared to rival banks and institutions.

From the survey’s field results was drawn a set of recommendations directed at
the bodies concerned. The survey recommended that boards of directors and
managements of the Yemeni Islamic banks should ensure disclosure and
transparency in financial statements of Islamic financial operations and fairness in
the staff salary and wage structure, and should enhance the role of Shari‘ah audit
and enforce its independence. The survey also recommended that the Central Bank
of Yemen should ensure that the rules and principles of corporate governance are
observed by the Islamic banks. The survey also recommended that the government
should work hard to fulfill all that is required for the establishment of a stock
exchange.
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Impact and Possibility of Applying Fair Value
Measurement in Islamic Banking

HAWAEM JUMA*

HADIDI ADAM*
Abstract

As part of their relentless efforts to observe financial accountability by
primarily providing financial data users with useful information that can help them
to make sound economic decisions, most professional accounting standard-setting
bodies, including the International Accounting Standards Board, have opted for the
concept of fair value as a basis for measuring financial items whenever possible in
an attempt to remedy the shortcomings of the historical cost basis. This approach
gave rise to proponents and opponents of the concept. Others consider it a radical
change in accounting.

Accounting and accounting measurement in particular were under the spotlight
during the major economic events that took place over the past two decades such as
the international standardization of accounting standards, financial scandals (for
instance, the Enron case), subsequent economic crises, sophistication of banking
operations and various information technology revolutions. This is why the logical
question, ‘what about the role of Islamic finance?’ should be asked. What
difference do these accounting considerations make in the Islamic banking
industry? Is there any new role for accounting measurement from an Islamic
perspective?

Talking about accounting measurement, as we indicated earlier, requires first
and foremost that the objectives of financial accounting be considered and that the
theoretical requirements be identified. This is then followed by the consideration of
several measurement options and of whether they are business friendly. The best
option or options that can suitably be applied are then identified. The Islamic
perspective adds other major dimensions to the matter, such as how far the
accounting measurement methods can achieve Sharia objectives and how they can
avoid the forbidden while having the liberty to comply properly.

° Professor, Badji Mokhtar University, Annaba, Algeria.
* Associate Professor, Ziedan Ashor University, EI-Djelfa, Algeria.
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Consequently, this study is designed to strike a balance between the
international accounting standards or financial disclosure standards and the Islamic
accounting standards in general, and the likelihood for the Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI) to opt for fair
value accounting standards in particular; whether they can be implemented by
Islamic banks through measurement, disclosure and recognition; to what extent
accounting measurement methods based on fair value can achieve Shari‘ah
objectives; capacity of such measurement methods to avoid the forbidden; and the
impact of implementing fair value accounting standards on the quality of
accounting data of Islamic banks.

Keywords: fair value, Islamic banks, quality of accounting data, applicability.
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Consideration of Virtuous Deeds and Sympathy in a
Muslim’s Economic Conduct

MOHAMED SINAINT®

Abstract

Al-Mugry Al-Maliki states in his book “Qawa’id” (Rules)’: “Being doubtful of
Riba is like being aware of it”. This rule proves how interest-based transactions can
be similar. However, the same person added another rule that says “a form of Riba
may be permissible according to Malek™ either based on virtuous deed such as
exchange of goods or for the sake of sympathy”®. This rule shows how values can
transform a transaction from invalid to valid. In fact, the Shari‘ah makes sympathy
a reason for excluding a loan from the unanimously forbidden Riba Naseea in a bid
to foster sympathy, affection and mutual love in the heart of the Muslim if indeed
faith-based brotherhood should be a key factor of the Muslim community’s
cohesion and viability.

Similarly, the Shari‘ah warns against transactions such as Najsh, sale of an
already sold item, artificial inflation and any other thing that may poison faith-
based brotherhood in order to protect the community from anything that nurtures
hatred, envy and division.

Virtuous deeds and sympathy are also observed in other transactions, but
Gharar is not included even in its extreme form that is designed for charity such as
donations. There are also rules that may tend toward permissibility to pursue such
transactions such as the rule of “Da’awa ta’ajjal” because it entails relief from
one’s liabilities, which is an objective that the Shari‘ah seeks to achieve. It also
entails keeping away a debtor from harm’s way. Relieving someone from a liability
is a way of releasing one from captivity; this is why in Arabic a debtor is referred
to as a captive.

In fact, the Shari‘ah rewards with the expiation of sins the act of relieving
someone from a debt liability. Sheikh Muslim narrated a Hadith of the Prophet

® Associate Professor, Al-Bulaida University, Algeria.

® The Rules, Abi Abdullah Mohamed bin Mohamed Al-Mugri Al-Jadd, Study and Verification by:
Mohamed bin Mohamed Al-Dardabi, Supervised by Dr. Ali Sami Al-Naggar (PhD thesis: Dar Al-
Hadith Al-Hasania, Rabat, Year: 1400H/1980, Rule No.: 874, P. 348.
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(PBUH) that says, “Someone of years gone by was adjudged and found to be bereft
of any good deed. However, he used to socialize with people and was well off; he
used to order his servants to bypass the hard up. The Prophet further said that Allah
the Almighty said I deserve the favor more than him; so, bypass him.” In fact, the
Quran calls it charity in the following verse: “If one is insolvent, he should be
given time until he is solvent; however if you consider the loan a charity, then it is
better for you, if only you know” (Al-Bagarah 280). Furthermore, there are other
texts that advise that time be given to an insolvent out of sympathy and to spare
him embarrassment. Referring to it as a charity is an invitation to carry it out
frequently and to train the mind to acquire such a quality.

Similar to the foregoing are all the Shari‘ah texts that advocate sympathy,
prevention of cheating, of exploiting people in need and of monitoring their evil
deeds and giving priority to public good over private interest when it comes to a
Muslim’s economic conduct.

The research paper highlights the impact of values such as dealing with people
with virtue and sympathy in terms of economic transactions. It also explains the
consequences of cheating, exploitation, greed, monopoly and other human vices
and lust not only on the individual indulging therein but also on the entire
community. It also clarifies the defects, confusion and disruptions in the economic
and social fabric.






