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ABSTRACT

For the first time, this study investigates whether, in mimicking conventional banks,
Islamic banks have become less stable than their theoretical equivalent: cooperative
banks in Europe. Theoretically, the prohibition of interest should have pushed Islamic
banks towards mutuality and profit-sharing, which have been argued as stabilising.
In practice, however, banks are pushed for growth under a debt-driven commercial
banking model, which is not only antithetical to the Shariah but is also destabilising.
This may explain why empirical findings are still divergent in Islamic banking stability
studies. Our study employs the generalised method of moments (GMM) system to
compare the stability of 37 Islamic banks against 1,536 cooperative banks in Europe
during the 2008 crisis and post-non-crisis years. Interestingly, we found consistent and
significant evidence that Islamic banks are less stable than cooperative banks in both
macroeconomic conditions. This has significant policy implications, the most important
of which is to steer reform efforts away from refurbishing Islamic commercial banks
and towards building an entirely new Islamic cooperative bank, based on the model
in Europe.
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ABSTRACT

The study aimed to uncover the determinants of Islamic financial exclusion in
Indonesia by gathering responses from financially-excluded respondents. A total
of 110 respondents were surveyed, representing five provinces: West Java, South
Sulawesi, Aceh, East Kalimantan, and North Maluku. The criteria of the selected
participants included those who were financially-excluded, those who did not own
any Islamic financial products, those without savings or financing, and those with no
capital market products. The study employs Confirmatory Factor Analysis (CFA) to
identify indicators explaining Islamic financial exclusion determinants in Indonesia.
The paper found that location is the key barrier to obtaining financing from and being
able to build savings in Islamic banks/Islamic microfinance, while a lack of financial
knowledge is identified as the critical barrier when dealing with Islamic capital market
products. Overall, most respondents perceived human capital and products and
services to be the two most significant determinants of Islamic financial exclusion in
Indonesia, followed by infrastructure, policies and regulation, financial literacy, social
influence, and religious commitment. The originality of the paper lies in its detailed
insight into the perception of being financially excluded on factors leading to Islamic
financial exclusion.
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