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 

Abstract: A country’s economic growth is said to be based on 

the finance sector and its performance, which is considered the 

most prominent factors in boosting an economy. Also, the 

economic stability and growth greatly depends on the stability and 

performance of its finance and banking sector. The study aims at 

examining the effect of quality management and development of 

technology in determining Islamic banking performance in the 

context of UAE. The process of evaluation was carried out using 

questionnaire survey data obtained from 158 valid responses from 

Customer Service Offers, Bank Managers, Front Line Officers, 

and Assistant Manager in the Islamic banks in the UAE. 

Structural Equation Modelling (SEM) was done using PLS3.0 

software for determining the importance levels of associations 

within the tested factors. The goodness of fit of the proposed 

model showed 41% of variance in the Islamic banking 

performance. The multivariate analysis revealed that quality 

management has an impact on the Islamic banking performance 

as compared to technology development, which offers insights 

into the strategies of Islamic banking sector. 

 
Keywords: Management quality; technology developments; 

Islamic banking; performance; UAE.  

I. INTRODUCTION 

A country’s economic growth is said to be dependent on 

finance sector performance, which is one of the most 

prominent factors amongst several other factors in boosting 

an economy. According to Siraj & Pillai (2012) [1], the 

stability and growth of an economy depends on the stability 

and performance of its finance and banking sector. Today, 

Islamic banks are operating in many regions of the world, as a 

feasible and practical alternative system to the commercial or 

conventional banking system. Even though it was originally 

developed for the satisfaction of the requirements of Muslims 

[2], these banks have achieved an international acceptance 

and are recognised as one of the demanding areas in the 

finance and banking sector. At the moment, Islamic finance is 

being used in over sixty countries and is growing at a rate of 

10% to 15% [3]. It is clear that Islamic banks have still been 

provided with enormous challenges within the global banking 

industry. In other words, since Islamic banking has recently 

come into the financial markets, it should come across various 

challenges in particularly reflecting noticeable performance 

in the current competitive environment. 
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To enhance the value of Islamic finance and banking, the 

management of its financial institutions should operate 

tactically and strategically to improve its different indicators 

of performance measurement with a greater care, while its 

principles are being complied with Sharia’s laws and 

principles. It is clear that the UAE is trying to become a 

leading technology centre based on the innovation strategy of 

the 4th Industrial Revolution [4, 5]. As a consequence, 

Islamic banks should compete with commercial banking 

counterparts in the contexts of intra, as well as inter industry 

business, innovation, standardisation, and local and 

international markets in order to operate within the dual 

banking systems [6, 7]. Governments, organizations, and 

Individuals should pay the greatest attention to the planning 

and implementation of information technology in all its 

aspects of business, especially in the age of digitalization. In 

the age of digitalization, which has been commonly referred 

to Industry 4.0 or 4th industrial revolution [8, 9]. 

The continuous developments in ICT (information and 

computer technology) have almost been affecting the most of 

industries operating in the world. In view of that, a similar 

impact can be noticed on the banking industry which is being 

tech-savvy [10]. The current automation and data exchange 

trend that has come up in the field of manufacturing 

technology that includes cyber-physical systems, the IoT, and 

cloud and cognitive computing [5, 11]. 

Several other alternative means have been offered to the 

banking sector with the advent of information technology in 

order to deal with the issues posed by the evolved economies. 

According to a report presented by the Gulf News in 2018 

[12], two main important requirements of any contemporary 

banks are the core banking systems and digitisation [13]. In 

most contemporary organizations, adopting technology uses 

ICT in order to get hold of records as well as carry out the 

activities linked to identification, accumulation, analysis, 

measurement, preparation, interpretation and communication 

of the information used by management to plan. It is used in 

evaluating and controlling within an organization and to 

assure appropriate use and accountability for their resources 

[14-18]. 

 

 

Thus, the study aimed at examining the impact of quality of 

management and technology development on performance of 

Islamic banking sector in the 

UAE. 

Influence of Management Quality and 

Technology Developments on Islamic Banking 

Performance in UAE 

Mansoor Mulla, Ali Ameen, Ibrahim Alrajawy, Amiya Bhaumik  



 

Influence of Management Quality and Technology Developments on Islamic Banking Performance in UAE 

298 

Published By: 

Blue Eyes Intelligence Engineering 

& Sciences Publication  
Retrieval Number: B10500982S1019/2019©BEIESP 

DOI:10.35940/ijrte.B1050.0982S1019 

II.  LITERATURE REVIEW 

A. Management Quality (MQ) 

Management in general is referred to planning, organizing, 

coordinating, and controlling an organizational resource so as 

to reach towards its goals and objectives. Management 

comprises the activities such as setting the vision, mission, 

strategies, and goals and coordinating the employees’ efforts 

to achieve the objectives by using various available sources of 

applications, such as financial, technological, and human 

resources [19]. Successful leadership and management 

stimulate enthusiasm and commitment, improving both 

employees and organizational performance. 

Managerial skills are considered an important aspect of the 

manager’s attributes in effectively managing his/her job roles 

in an organisation. Those with god level of skills can be 

instrumental in bringing efficiency in an organisation through 

increased performance. American Management Association 

(AMA) has shortlisted certain important set of managerial 

skills, such as conceptual skills, effectiveness, 

communication, and interpersonal skills. Welch studied 

various other effective managerial skills focusing on the 

competitive market, which includes the skills of 

multi-tasking, proactiveness, having a global vision, having a 

winning strategy, possessing the ability to maintain 

global-local balance, and skills of managing complexity [20]. 

To determine the UAE’s global position in the world market, 

various global indicators have been formulated and used 

[21-24]. 

These qualities and skills are said to be crucial for 

managers to direct an organizational performance.  

Concerning the banking industry, it has also been revealed 

that managerial effectiveness and efficiency has significant 

role to improving bank performance [25]. The study of 

Kehinde et al. (2015) [20] found that management and 

leadership skills have a significant relationship with banking 

performance. Molyneux & Thornton (1992) [26], on the other 

hand, found a positive significant relationship between 

better-quality management of banks and their profitability. 

Hence, it is arguably evident that as a bank-specific factor, 

management has a critical association with its performance. 

Based on this, the following hypothesis has been proposed: 

H1: Management quality has a postive effect on Islamic 

banking performance. 

B. Technology Developments (TD) 

The paper of Webster (1997) [27] studies technological 

changes within the banking industry and its performance by 

using 225 banks, and found that technological change has 

significantly been associated with over-all banking 

performance. Frame & White (2009) [28] and Berger & 

DeYoung (2006) [29] found that technology changes improve 

efficiency, thereby bank performance. Moreover, he pointed 

out that a significant relationship has been shown between 

bank profitability and size and it had been affected by the rate 

at which the banks execute technological changes. The 

findings of Dangolani (2011) [30] study concluded that such 

significant relationship and particularly proved that IT 

contributes to banking systems in three diverse ways: IT saves 

the customers and the employees’ time noticeably; IT reduces 

the expenses; and IT enables the network transactions. 

On the other hand, by using a sample of 3,190 banks from 

17 countries, Campanella, Peruta, & Del Giudice (2015) [31] 

studied the influence of new technologies on the structure and 

behaviour of banks. The researchers listed out the negative 

relation within the two technological innovations with respect 

to enterprise resource planning (ERP) software systems and 

credit risk management software and financial leverage. ERP 

affects the abilities, competences, and organisation of 

banking systems. Any innovations in this field would lead to 

increase in the earning margin of the banks, and finally, its 

performance. This led to proposal of the second hypothesis: 

H2: Technology developments has a postive effect on Islamic 

banking performance. 

C. Islamic Banking Performance (IBP) 

Warde (2000) [32] explains Islamic finance as “the Islamic 

financial institutes in their aims and operations depend on the 

Quranic or Islamic principles”. While the organizational 

performance is a benchmark or an indicator for efficiency, 

effectiveness, and environmental obligation like productivity, 

time of cycle, reduction of waste, and compliance of rules 

[33]. 

Despite all the facts and significant development of Islamic 

banking, the literature has still shown the lack of focus toward 

the efficiency of the Islamic banks [34, 35]. Since, it is found 

that most of the studies and researches in literature are 

generally focusing on the presentation of two types of banks; 

the Islamic financial intermediaries and the conventional 

banks with respect to the relationship between the features of 

the banks and their profitability. For instance, Sufian & Noor 

(2009) [36] and Khrawish (2011) [37] utilized bank level data 

in their researches and performed regression analysis in order 

to scrutinize the determinants associated with the 

performance of the Islamic Banks. Similarly, Safiullah (2010) 

[38] conducted a study on the working of Islamic banking in 

Bangladesh in order to measure the efficiency of banks by 

using Banking Efficiency Model. In this research, researcher 

confirmed that the Islamic banks have potential to stay 

dynamic even in the conventional banking architecture where 

the profit and loss sharing methods of investments are of 

minimum dominance. Along with this, the researcher also 

found that the financial services and financial products in the 

Islamic the banking system possess different risk aspects 

therefore different prudential regulations have to be adopted 

[38]. 

 

 

 

 

In addition to the above, Samad (2004) [39] has done a 

comparative study for measuring the performance of Islamic 

and the conventional banks in Bahrain by using nine financial 

ratios. These financial ratios were based on profitability, 

liquidity, and credit risk. His study has also applied the 

Student’s t-test. The results of the study concluded with the 

fact that there exist considerable difference among the 

working of Islamic and conventional banks related to the 

credit in Bahrain, while no such 

different has been recognized with 
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respect to the profitability and the liquidity ratios [39]. 

III. RESEARCH METHOD 

A. Overview of the Proposed Conceptual Framework 

    In this study, the primary objective is to investigate the 

relationship between management quality, and technology 

development and the Islamic banking performance. An 

extensive review of literature has highlighted the variables of 

this study and RBV as underpinning theory. In this regard, 

management quality and technology development are deemed 

to be a distinct intangible competitive advantage resource. 

Figure 1 depicts the proposed conceptual model that includes 

management quality, and technology development and the 

Islamic banking performance. 

 
Fig. 1. The proposed conceptual framework 

B. Development of Instrument and Data collection 

   The survey research was carried out in the UAE’s banks 

within a period of six months beginning from April 2018 to 

end of September 2018. This study distributed 200 

questionnaire copies and expected a high response rate, and 

the final collected data samples numbered 158 from Customer 

Service Offers, Bank Managers, Front Line Officers, and 

Assistant Manager in the Islamic banks in the UAE. A random 

sample sampling was used as per Creswell (2003) [40]. The 

questionnaire collected data are analysed with the help of 

analytical methods, and in the present study, data analysis was 

conducted with the help of Statistical Package of Social 

Sciences (SPSS), version 22.0 and Smart PLS3.0. The data 

analysis methods adopted based on their research questions 

and the characteristics of the variables as recommended by 

Byrne (2010) [41]. Variables were measured using a Likert 

Scale which recommended in the previous studies [42, 43].  

IV. DATA ANALYSIS AND RESULTS 

PLS (Partial Least Squares) SEM-VB (Structural Equation 

Modelling-Variance Based) was used for the assessment of 

the proposed research model using SmartPLS 3.0 software 

[44]. A two-phase analytical technique [45] consisting of (i) 

measurement model analysis (reliability and validity) and (ii) 

structural model analysis (examining the conceptualised 

relationships) was employed after performing the descriptive 

assessment. 

A. Descriptive analysis  

   Table 1 shows the values for mean and SD for each study 

variable. The respondents were asked to indicate their opinion 

in relation to management quality, technology developments, 

and Islamic banking performance based on a 5-point scale 

ranging from 1 (strongly disagree) to 5 (strongly agree). 

Technology developments score the highest with mean 4.355 

out of 5.0, with a standard deviation of 0.460. 

B. Measurement Model Assessment 

    Construct reliability as well as validity (comprising 

discriminant and convergent validity) were used to examine 

the measurement model. The particular alpha coefficients of 

Cronbach were tested to determine the reliability of every 

core parameter in the measurement model (construct 

reliability). The quantities of all the unique alpha coefficients 

of Cronbach in this research ranged from 0.840 to 0.897, 

which went beyond the proposed value of 0.7 [46]. Moreover, 

for inspecting construct reliability, all the CR (composite 

reality) values ranged from 0.887 to 0.921, which went 

beyond 0.7 [47-49]. Thus, as Table 1 shows, construct 

reliability has been fulfilled as Cronbach’s CR and alpha were 

rather error-free for all the parameters. 

Analysis of indicator reliability was conducted by utilising 

factor loadings. When the related indicators are very similar, 

this is reflected in the construct and signified by the 

construct’s high loadings [50]. As per Hair et al. (2010) [51], 

the exceeding of values beyond 0.70 suggests substantial 

factor loadings. Table 1 displays that all items in this research 

had factor loadings greater than the suggested value except 

for item QM1, TD7, IBP1, and IBP6 which were eliminated 

from the scale due to low loadings.. 

AVE (average variance extracted) was employed in this 

study to analyse convergent validity, which represents the 

degree to which a measure is correlated positively with the 

same construct’s other measures. All the AVE values ranged 

from 0.597 and 0.661, which went beyond the proposed value 

of 0.50 [51]. Thus, all constructs have complied with the 

convergent validity acceptably, as shown in Table 1. 

The degree to which the articles distinguish among 

concepts or measure different constructs is demonstrated by 

discriminant validity. Fornell-Larcker criterion was used for 

analysis of discriminant validity of the measurement model. 

Table 2 shows the outcomes for discriminant validity by 

employing the Fornell-Larcker condition. It was discovered 

that the AVEs’ square root on the diagonals (displayed in 

bold) is bigger than the correlations among constructs 

(corresponding row as well as column values), suggesting a 

strong association between the concepts and their respective 

markers in comparison to the other concepts in the model [52, 

53]. 

Table-I:  Measurement assessment results 
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Constructs Item 
Loading 

(> 0.7) 
Mean SD 

α 

(> 0.7) 

CR 

(> 0.7) 

AVE 

(> 0.5) 

Management 

Quality 

 (MQ) 

MQ1 

MQ2 

MQ3 

MQ4 

MQ5 

MQ6 

MQ7 

Deleted 

0.754 

0.866 

0.736 

0.790 

0.861 

0.861 

3.973 0.529 0.897 0.921 0.661 

Technology 

Developments 

(TD) 

TD1 

TD2 

TD3 

TD4 

TD5 

TD6 

TD7 

0.745 

0.824 

0.728 

0.797 

0.772 

0.765 

Deleted 

4.355 0.460 0.867 0.899 0.597 

Islamic Banking 

Performance (IBP) 

IBP1 

IBP2 

IBP3 

IBP4 

IBP5 

IBP6 

IBP7 

Deleted 

0.730 

0.813 

0.778 

0.737 

Deleted 

0.847 

4.078 0.433 0.840 0.887 0.612 

Note: SD=Standard Deviation, α= Cronbach’s alpha; CR = Composite Reliability, AVE = Average Variance Extracted. 

 

This indicates good discriminant validity. Furthermore, the 

exogenous constructs have a correlation of less than 0.85 

[54]. Therefore, all constructs had their discriminant validity 

fulfilled satisfactorily. 

Table-II: Fornell-Larcker criterion 

 IBP QM TD 

IBP 0.782   

QM 0.616 0.813  

TD 0.429 0.441 0.773 

Note: Diagonals represent the square root of the average variance extracted while the other entries represent the correlations. 

Key: MQ: Management Quality, TD: Technology Developments, IBP: Islamic Banking Performance 

 

C. Structural Model Assessment 

The structural model can be tested by computing beta (β), 

R², and the corresponding t-values via a bootstrapping 

procedure with a resample of 5,000. 

Figure 2 and Table 3 depict the structural model 

assessment, showing the results of the hypothesis tests. 

Management quality and technology developments positively 

influence Islamic banking performance. Hence, H1 and H2 

are accepted with (tp <0.001) and 

(tp <0.01) respectively. Forty-one 

percent of the variance in Islamic banking performance is 

explained by Management quality and technology 

developments. The values of R² have an acceptable level of 

explanatory power, indicating a substantial model [53, 55]. 

V. DISCUSSION 

The main objective of this research is to examine the 

impact of management quality, and technology development 

on the Islamic banking performance in the UAE. Results are 

promising as they are discussed below: 

First, the regression paths between management qulaity and 

bank performance for Islamic bank performance, model was 

scrutinised. The relationship between management, which is a 

composite construct, and Islamic bank performance was 

revealed to be positive and statistically significant at the 

confidence level of 0.05, and thus, supporting the hypothesis 

H1 with (tp <0.001). This result is 

consistent with previous studies that scrutinised the impact of 

management on bank performance [20, 25, 26]. For instance, 

Kehinde et al. (2015) [20] showed that management skills 

have a significant and positive association with banking 

performance, while Soyibo & Adekany (1992) [25] found that 

efficiency and effectiveness of management has a significant 

role in enhancing bank performance. However, these studies 

had been taken place in the context of commercial bank 

performance, indicating a lack of studies relating to Islamic 

bank performance and management, for which this study 

contributed. 

Second, the investigation into the effect of technology 

development on bank   
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Key: MQ: Management Quality, TD: Technology Developments, IBP: Islamic Banking Performance 

Fig. 2. PLS algorithm results 

Table-III: Structural path analysis result 

Hypothesis Relationship Std Beta Std Error t-value p-value Decision R² 

H1 MQ→IBP 0.529 0.071 7.471 0.000 Supported 0.14 

H2 TD→IBP 0.196 0.065 3.022 0.001 Supported  

Key: MQ: Management Quality, TD: Technology Developments, IBP: Islamic Banking Performance 

 

performance, was attained through. Accordingly, the results 

showed that there is positive and statistically significant effect 

of technology development on Islamic bank performance 

(tp <0.01), and therefore, the hypothesis 

2 is accepted. [27-30, 56]. For instance, Webster (1997) [27] 

found that technological changes in the banking sector has 

significant and positive association with over-all banking 

performance, Hilal (2015) [56] confirmed that new 

technologies are critically important for the development of 

the banking sector, strengthening their profitability. However, 

these studies were related to commercial banking 

performance, indicating a lack of research papers 

investigating into the effect new technology changes and 

Islamic bank performance. Furthermore, studies have shown 

technology development greatly contributes towards 

achieving bank efficiency, and thereby bank performance. 

Frame & White (2009) [28] found that technological changes 

have a positive impact on financial innovation, whereby 

efficiency of banks can be improved, while Berger & 

DeYoung (2006) [29] proved technological developments 

helps the banks’ geographical expansion by decreasing 

distant-related agency costs efficiently. 

Ultimately, the two specific objectives of this research were 

achieved and results found that management qulaity and 

technology developemnt have  positive direct impact on the 

islamic banking performance in the UAE, although, 

management quality has more impact on the performance, yet 

technology development has a great impact on the 

performance. Finally the variance explained in this study is 

41% which is considered high. 

VI. CONCLUSION 

The researcher conducted this study in view of the fact that 

more detailed picture about islamic banking performance and 

their critical factors can statistically be investigated by using 

questionnaire method as it provides an insight into different 

views and opinions of islamic banking professionals in the 

UAE with regard to bank management qulaity and 

technological development. The tow proposed hypothesis 

were supported statistically. The conclusion derived from the 

present study is that management quality and technology 

development positively and significantly contributed to the 

Islamic banking performance in UAE. These factors are 

relatively important techniques that contributed to the 

performance Islamic banking firms in UAE, since their 

explanation of the total variance 41%. As a result, this study 

empirically reveals that Islamic bank in the UAE ought to 

critically employ the management factor, by profoundly 

focusing on bank’s vision, mission and objectives, change 

management (to cope with business environmental changes), 

effective HRM practices, and development of innovative 

mangers. The result further showed that Leadership & 

management capability towards quick technology adoption, 

and Effective adaption to new technology banking staff were 

equally important for Islamic banking system. Particularly in 

the UAE. Results would give insights for Islamic banking 

sector in the UAE to improve the performance focusing on 

management quality and 

technology development. 
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Appendix 

Appendix A 

Instrument for varibles 

Varible Measure Source 

Management 

Quality 

 (MQ) 

QM1: The experienced and educated management team are leading the bank. 

QM2: There are effective leadership and management approaches and practices 

at the bank. 

QM3: All levels of management are committed towards the achievement of the 

bank’s vision, mission, and objectives. 

QM4: Successful strategies are developed and implemented in line with 

business environmental changes. 

QM5: Good HRM practices have been placed. 

QM6: Managers are more innovative. 

QM7: Manager is well-versed with problem-solving skills. 

[19, 26]  

Technology 

Developments 

(TD) 

TD1: The bank is utilizing up-to-date information and communication 

technology  

TD2: Innovative technologies that ease the bank’s operations are improving  

TD3: The quality of services of e-banking, mobile banking provided by  the 

bank improving 

TD4: Research & development activities in the UAE’s banking industry have 

been enhancing 

TD5: Leadership & management capability towards technology adoption at the 

bank is good 

TD6: The bank’s staff is effectively adopting new technologies 

TD7: The bank is highly focusing on the digital vision 

[28, 29]  

Islamic 

Banking 

Performance 

(IBP) 

IBP1: The bank’s revenue and profitability is improving 

IBP2: The number of customers/deposits/loans are increasing 

IBP3: Successful innovative finance products have been launching 

IBP4: The bank’s overall assets are improving    

IBP5: Non-current assets are being utilized efficiently 

IBP6: The bank is maintaining adequate capital 

IBP7: Good asset & liability management practices have been placed 

[36, 37]  
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