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Abstract 

In recent years, Islamic finance has gained prominence globally as an alternative financial system that adheres to Sharia 

principles, which prohibit interest (riba) and promote ethical and socially responsible investment. Participation banks, 

also known as Islamic banks, play a crucial role in offering financial products and services that comply with Islamic 

law. These institutions operate on principles such as profit-and-loss sharing (Mudarabah), joint venture partnerships 

(Musharakah), and asset-backed financing (Ijarah), among others. Turkey, with its predominantly Muslim population, 

represents a unique case in the Islamic finance landscape. Despite the Islamic ethos deeply embedded within its society, 

Turkey has maintained a largely liberal economic framework, embracing principles of free market capitalism. This has 

resulted in a diverse financial sector where participation banks coexist alongside conventional banks, offering Islamic-

compliant alternatives to customers. The experience of Turkey's participation banks provides valuable insights into the 

challenges and opportunities faced by Islamic finance within a predominantly liberal economic system. Despite the 

regulatory reforms aimed at fostering financial stability and growth, participation banks still encounter hurdles in 

expanding their market share and influence. These challenges stem from factors such as consumer preferences, 

regulatory environment, and competition from conventional financial institutions. Comparative analysis with other 

Islamic countries allows for a broader perspective on the performance and regulatory frameworks of participation 

banks. By examining how participation banks in Turkey compare to their counterparts in countries with different 

economic structures and regulatory environments, researchers can gain a deeper understanding of the factors 

influencing the growth and development of Islamic finance globally. Moreover, evaluating the alignment of 

participation banks' activities with Islamic law involves a nuanced assessment of Sharia compliance in various financial 

products and services. This analysis delves into issues such as transparency, risk-sharing, and ethical investment 

practices, shedding light on the extent to which participation banks uphold Islamic principles in their operations. The 

study contributes to the ongoing discourse on Islamic finance by providing empirical evidence and insights into the 

performance, challenges, and compliance of participation banks in Turkey. By addressing these key issues, researchers 

can inform policymakers, regulators, and industry stakeholders in their efforts to promote financial inclusion, stability, 

and ethical finance practices within Islamic finance. 
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1. INTRODUCTION 

The process of globalization has profoundly reshaped the world economy, fostering greater interconnectedness and 

interdependence among nations. Post-World War II, countries increasingly embraced globalization as a means to 

enhance social welfare and stimulate economic growth. Central to this integration was the expansion of foreign trade, 

driven by the pursuit of economic opportunities and access to global markets (Erol and Bdour 1989). However, the 

smooth functioning of the global economy hinges on the stability and efficiency of the financial system. Financial 

sectors serve as the lifeblood of economies, facilitating capital allocation, investment, and economic development. 

When financial systems encounter problems or disruptions, the repercussions can be far-reaching, precipitating 

economic downturns and political instability. Turkey's experience with financial crises in the early 2000s serves as a 

poignant example of the profound impact that financial instability can have on a nation. The crises of 2000 and 2001 

triggered significant political and economic upheaval, prompting structural reforms and reshaping the trajectory of the 

country's development in subsequent years. Similarly, the global financial crisis of 2007-2008, originating from the 

United States' subprime mortgage market collapse, reverberated across the world, causing widespread economic turmoil 

and systemic risks. The aftermath of the crisis highlighted the interconnectedness of financial markets and underscored 

the importance of coordinated policy responses at the international level (Gur, 2005; Omri, 2022). More than a decade 

later, the effects of the global financial crisis continue to linger, with lingering economic challenges and geopolitical 

uncertainties. The crisis exposed vulnerabilities in the global financial system and prompted a reassessment of 

regulatory frameworks and risk management practices to prevent future crises. Looking ahead, the legacy of past 

financial crises serves as a reminder of the importance of vigilance and resilience in navigating the complexities of the 

global economy. Addressing systemic risks and promoting financial stability remain paramount goals for policymakers 
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and international institutions as they seek to foster sustainable and inclusive economic growth in an increasingly 

interconnected world. 

Islamic teachings extend beyond rituals and prayers to encompass all facets of human existence, including finance and 

economy. Islamic principles provide guidance on ethical conduct, fairness, and justice in economic transactions, 

reflecting a holistic approach to life that integrates spiritual and material aspects. While there may be some overlap 

between the principles of capitalist economics and Islamic economics, they fundamentally diverge in their underlying 

philosophies and objectives. Capitalism emphasizes individual ownership, market competition, and profit 

maximization, often leading to disparities in wealth distribution and social inequalities. In contrast, Islamic economics 

seeks to create a just and equitable economic system grounded in the principles of Sharia, or Islamic law. This includes 

prohibitions on interest-based transactions (riba), exploitation, and speculative activities, as well as principles of zakat 

(charitable giving) and wealth redistribution to support the less fortunate. Islamic finance, as a subset of Islamic 

economics, adheres to these principles by offering financial products and services that comply with Sharia guidelines. 

This includes profit-sharing arrangements (mudarabah), asset-backed financing (murabaha), and risk-sharing 

partnerships (musharakah), among others, all designed to promote fairness and social welfare while generating 

economic growth. By integrating ethical considerations and social responsibility into economic activities, Islamic 

economics offers an alternative model that prioritizes human well-being and societal harmony over purely financial 

gain. In an era marked by growing concerns over economic inequality and environmental sustainability, the principles 

of Islamic economics hold relevance beyond the Muslim world, offering insights into building a more inclusive and 

sustainable global economy. 

The historical economic landscape highlights the significant role that Islamic countries, often referred to as third world 

countries today, once played in the global economy. As noted by Ahmad (2000), in 1750, these countries collectively 

accounted for a substantial 73% of global production, surpassing Europe, the United States, and Russia, which held 

only 23.3% of production combined. However, by 1900, a profound shift had occurred, with Western states, including 

Europe, the United States, and Russia, dominating global production, accounting for 85.6% of the total. In contrast, the 

share of production held by third world countries remained stagnant at a mere 11% (Kennedy, 1987). This dramatic 

reversal in economic fortunes marked a turning point in global economic dynamics. One of the key factors contributing 

to this shift was the adoption and proliferation of the interest-based economic system, which became prevalent in 

Western economies during this period. This system, based on the concept of charging interest on loans and investments, 

facilitated capital accumulation, industrialization, and economic expansion in Europe and the United States. In contrast, 

many Islamic countries adhered to alternative economic principles rooted in Islamic law, which prohibited the charging 

or paying of interest (riba). While these principles fostered ethical and equitable economic practices, they also posed 

challenges for economic development within the context of a global system increasingly dominated by interest-based 

finance. The transition from Islamic economic principles to interest-based systems, coupled with other geopolitical and 

socio-economic factors, contributed to the marginalization of third world countries in the global economy. Today, as 

these nations grapple with the legacies of colonialism, uneven development, and economic dependency, there is a 

renewed interest in exploring alternative economic models, including Islamic finance, as a means of promoting 

sustainable development and equitable prosperity. 

The reliance of Islamic countries on the export of raw materials, particularly oil and its derivatives, has been a defining 

feature of their positions in international trade. While these nations have historically played significant roles in the 

global economy, their economic fortunes have often been tied to the extraction and export of natural resources rather 

than diversified industrial production. Despite the historical success of implementing interest-free economic systems, 

which have been prevalent in Islamic societies for centuries, the contemporary global economic landscape has posed 

challenges to the viability of such models. As noted by Ahmad (2000), the ongoing problems in the global economy can 

partly be attributed to the dominance of liberalism-based economic development programs, which prioritize interest-

based finance and market-driven approaches. The inability of many Islamic countries to transition from reliance on raw 

material exports to diversified industrial production has limited their capacity to assert greater economic influence on 

the global stage. This weakness has been exacerbated by the dominance of interest-based economic systems and the 

associated challenges in reconciling Islamic economic principles with prevailing global economic norms. Furthermore, 

the failure to promote and sustain alternative economic models based on Islamic precepts has hindered the ability of 

Islamic countries to leverage their unique cultural and religious heritage in shaping economic development strategies. 

As a result, these nations have often found themselves at a disadvantage in the global economic arena, struggling to 

assert their economic autonomy and develop sustainable pathways to prosperity. 

The intersection of religious beliefs and modern economic systems has posed challenges for individuals seeking to 

participate in economic activities while adhering to their religious principles. In many Islamic countries, efforts have 

been made to integrate savings and investments into the economic system while maintaining adherence to Islamic 

tenets. However, the compatibility of interest-free financial systems with the principles of liberal economics has proven 

to be a complex issue. Various initiatives have been undertaken within the Islamic world to address the financial needs 

of Muslim populations, but establishing a fully interest-free funding system within the framework of liberal economic 

rules has remained elusive. In response to these challenges, Islamic banking emerged as a solution in the latter half of 

the 20th century, aiming to provide financial services in accordance with Islamic principles. Since its inception, Islamic 

banking has experienced significant growth and expansion across many Islamic countries. Despite initial doubts and 

skepticism surrounding the operations of Islamic banking institutions, they have demonstrated success in mobilizing 

funds and achieving high growth rates. However, questions persist regarding the adherence of these institutions to 



JBEO, Vol. 6(4), 14-20 

- 16 - 

Islamic law and whether their activities align with religious principles. The debate over the compatibility of Islamic 

banking practices with Islamic law underscores the importance of ensuring transparency and compliance with religious 

guidelines in financial transactions. While Islamic banking has emerged as a viable alternative for individuals seeking 

financial services consistent with their religious beliefs, ongoing scrutiny and evaluation are necessary to address 

concerns and maintain trust within Islamic communities. 

 

2. LITERATURE REVIEW 

The concept of an interest-free economic system is central to Islamic economic thought, driven by the demands of 

devout individuals, investors, and financial figures who prioritize adherence to Islamic principles. This system 

advocates for the collection of savings and investment funds through mechanisms that do not involve interest, instead 

emphasizing profit-sharing partnerships among market participants. By fostering partnerships based on profit and loss 

sharing, this approach strengthens relationships among economic actors and encourages considerations of public 

interest and macroeconomic benefits in decision-making processes. Ultimately, proponents argue that this contributes to 

social harmony and prosperity within communities (Kafh, 2004; Olorogun & Othman, 2020). Interest, known as "riba" 

in Islamic terminology, is strictly prohibited in Islamic faith. Scholars assert that this prohibition is rooted in the belief 

that interest represents unjust income and fosters laziness and lack of solidarity within society. Additionally, interest is 

criticized for perpetuating wealth inequality by disproportionately benefiting the already wealthy (Aypek, 1988; Darcin, 

2007). Thus, within Islamic economic principles, the avoidance of interest is seen as essential for promoting economic 

justice, fostering productive partnerships, and ensuring equitable distribution of wealth and resources among individuals 

and communities. 

The debate surrounding the validity of evidence supporting the prevailing liberal economic paradigm continues to stir 

controversy. Across the years, interest-based financial institutions have found themselves embroiled in numerous 

economic crises and instances of instability, raising serious concerns about societal peace and cohesion. Despite 

ongoing discussions regarding the compliance of financial products and banking practices with Islamic law, 

conventional banks persist in offering interest-based services. This persistence has prompted a wave of responses from 

Islamic finance institutions, who have taken proactive measures to address the concerns of religious individuals. In their 

efforts to navigate these challenges, Islamic finance institutions have implemented various strategies. One notable 

approach involves the issuance of fatwas and the establishment of Sharia Boards, which serve as regulatory bodies 

ensuring compliance with Islamic principles. These institutions recognize the paramount importance of aligning their 

operations with Islamic ethics and values. Consequently, they prioritize collaboration with experts in Islamic law, 

leveraging their expertise to develop financial products and services that resonate with devout customers seeking 

alternatives to interest-based banking (Martan, 1999). Furthermore, this shift towards Islamic finance represents more 

than just a response to religious considerations. It reflects a broader movement towards ethical banking practices that 

prioritize social responsibility and sustainability. By embracing Islamic principles, these institutions aim to foster 

financial inclusivity and empower communities, particularly those underserved by conventional banking systems. Thus, 

Islamic finance emerges not only as a religiously grounded alternative but also as a catalyst for positive social change 

within the financial sector. 

The inception of Dubai Islamic Bank marked a significant milestone in the financial landscape, as it was granted 

authorization to collect zakat (alms) monies. This development was catalyzed by the oil embargo of 1973, which led to 

a substantial surge in oil prices and subsequent accumulation of savings. Recognizing the opportunity to utilize these 

funds in accordance with Islamic principles, Dubai Islamic Bank was established, alongside the Islamic Development 

Bank, tasked with the distribution of these funds (Kafh, 2004). The year 1974 witnessed the expansion of Islamic 

finance institutions beyond Dubai, with the establishment of Islamic Development Banks in Saudi Arabia, Algeria, and 

Somalia. However, this expansion came with a caveat: these institutions were mandated to conduct their operations in 

strict adherence to Islamic law. Similarly, Malaysia saw the establishment of a comparable institution aimed at 

addressing the financial needs of Malay individuals seeking to finance their Hajj pilgrimage. Since their inception, 

Islamic finance institutions have evolved to meet the diverse financial needs of Muslim communities worldwide. While 

their initial focus may have been on providing funds for religious duties, such as Hajj, these institutions now play a 

broader role in financing investments and supporting national development initiatives. Today, Islamic banks serve as 

integral contributors to economic growth and stability, channeling funds towards productive investments that benefit 

both Muslim and non-Muslim populations alike. 

Despite significant progress since the 2000s, participation banking or interest-free banking remains relatively modest in 

its share within the finance sector of the Turkish economy. Islamic banks in Turkey offer a wide array of traditional 

banking services, including facilitation of domestic and international trades, mirroring the offerings of conventional 

banks (Haron & Ahmad, 2000). Ongoing discussions persist regarding the alignment of these banks' activities with 

Islamic precepts and rules, with differing viewpoints on the matter. The theoretical underpinnings of Islamic finance 

continue to evolve, reflecting the dynamic nature of the field. The first Islamic finance institution in Turkey, The Faisal 

Finance House of Turkey, was established in the late 1980s, marking the beginning of Islamic finance's journey in the 

country. Since then, the sector has witnessed gradual growth and development, albeit with its share in the overall 

finance sector remaining relatively subdued. 

Islamic scholars, including prominent organizations like the Independent Association of Industrialists and Businessmen 

(MUSIAD), have been vocal supporters of these initiatives. Their advocacy has played a pivotal role in enabling these 

institutions to operate freely throughout the late 1990s, as highlighted in Kafh's research (2004). However, the fortunes 
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of these institutions have often been subject to the ebbs and flows of political developments, leading to periods of 

increased government scrutiny. Despite these challenges, the participation banking sector in Turkey has steadily 

expanded. Presently, Turkey is home to four participation banks, each contributing to the country's financial ecosystem 

in its unique way. These institutions have not only weathered political uncertainties but have also been positively 

influenced by broader economic reforms, particularly the stability programs implemented in the aftermath of the 2001 

financial crisis. The stability programs introduced since the crisis have played a crucial role in shaping the operating 

environment for participation banks. By fostering macroeconomic stability and restoring investor confidence, these 

programs have provided a conducive backdrop for the growth and development of Islamic finance in Turkey. As a 

result, participation banks have been able to capitalize on the improved economic conditions, further solidifying their 

position within the Turkish financial sector. 

The question of whether Islamic finance aligns with Islamic precepts remains a subject of controversy, with conflicting 

viewpoints expressed by Islamic scholars and experts. One notable point of contention revolves around the cost 

associated with the funds and services offered by these institutions, which tend to be higher compared to conventional 

banks worldwide. For example, individuals obtaining mortgage loans from Islamic finance institutions in the US and 

UK may incur at least a 25 basis point cost Khan, 2010. Participation banks, while utilizing funds collected from 

various sources, allocate them across diverse fields. Therefore, assessing their religious compatibility cannot be 

confined to a single aspect. This complexity underscores the multitude of conflicting views on the matter globally. 

Scholars like El Hawary et al. (2004) and Khan (2010) argue that certain practices within Islamic finance, such as the 

fourfold taxonomy, may contravene religious precepts. Conversely, Ahmad (1993) and Yousef 2004 contend that 

participation banks operate within the bounds of Islamic law. In Turkey, similar discussions are underway, reflecting 

the broader discourse surrounding Islamic finance's adherence to Islamic principles. The diversity of perspectives 

underscores the nuanced nature of this debate and highlights the ongoing quest for clarity and consensus within the 

Islamic finance community. 

Initially established as private financial entities, participation banks underwent a substantial overhaul following the 

introduction of Law No. 5411 in 2006. This legislation mandated the rebranding of these institutions as participation 

banks, formalizing their role within the financial sector. Furthermore, the law aimed to harmonize the activities of 

participation banks with those of conventional banks. A notable feature of Law No. 5411 was the authorization granted 

to participation banks to engage in commercial activities, a privilege typically reserved for conventional banks. This 

represented a departure from previous regulations and signaled a significant broadening of participation banks' 

operational scope. Despite some minor exceptions, the law effectively brought participation banks into closer alignment 

with their conventional counterparts, fostering a more equitable playing field within the financial landscape Bayındır 

A., 2007. 

Surprising parallels have emerged between the profit rates of participation banks and the interest rates of conventional 

banks, despite the former operating on the principle of profit and loss sharing. Participation banks tend to utilize more 

expensive funds and offer lower profit shares, leading to questions about their efficiency compared to conventional 

banks. This discrepancy raises concerns and fuels controversies among Islamic scholars regarding the consistency of 

participation banks' activities with Islamic law. While participation banks were initially established to address the 

concerns of Muslims seeking alternatives to interest-based financial instruments, certain aspects of their operations have 

given rise to doubts. The divergence between their founding principles and observed practices underscores the 

complexity of navigating Islamic finance within a modern banking framework (Bayındır S., 2005). 

In contrast, scholars such as Karaman (2011), Donduren et al (2008), and Aktepe (2010) offer a contrasting view, 

contending that Turkey's participation banking system stands out as one of the world's finest. They argue emphatically 

that the activities of these banks adhere rigorously to Islamic law, assuaging any doubts about their religious 

compliance. However, this stance is not without its complexities. It is noteworthy that certain scholars who advocate for 

the compatibility of participation banks with Islamic law also find themselves in a dual role, providing advisory services 

to these institutions. This dual involvement has triggered scrutiny among observers, who perceive it as a potential 

conflict of interest. The dual role raises questions about the impartiality and objectivity of the assessments conducted by 

these scholars, casting doubt on the integrity of their evaluations (Bayındır, 2005). Moreover, the issue extends beyond 

mere perception, as it touches upon broader questions of accountability and transparency within the Islamic finance 

sector. The interplay between advisory roles and scholarly assessments underscores the intricacies of navigating ethical 

considerations in the realm of Islamic finance. As such, it prompts a deeper exploration of the mechanisms in place to 

ensure the integrity of evaluations and uphold the principles of Islamic finance. 

 

3. METHODOLOGY 

The objective of this research is to investigate the compatibility of participation banks in Turkey. The study relies on 

statistical data primarily sourced from official government websites such as TurkStat, which provides data on external 

trade in USD and cost components of gross domestic product (GDP) at current prices. Additionally, data from The 

Participation Banks Association of Turkey is utilized, including information on the total number of employees and 

branches. To ensure comprehensive coverage, data from three participation banks is amalgamated in this study. This 

approach is adopted due to the unavailability of individualized data for each bank. However, it is worth noting that 

certain data points issued by TurkStat and The Participation Banks Association of Turkey have been omitted from the 

model due to irregular formatting or other inconsistencies. Regression analysis serves as a valuable tool for identifying 

relationships between two or more variables and making estimations and predictions based on these relationships. Such 
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relationships are prevalent in nature, where numerous causal connections can be observed. In this analytical method, 

mathematical models, known as regression models, are employed to elucidate the linkage between variables. Whether 

examining the relationship between two variables (simple regression) or multiple variables (multiple regressions), 

regression analysis utilizes these models to quantify and understand the associations between them. By leveraging 

statistical techniques, regression analysis enables researchers to uncover patterns, trends, and dependencies within 

datasets, thereby facilitating informed decision-making and prediction (Sahinler and Gorgulu, 2006). 

 

4. DISCUSSIONS AND RESUTLS  

The regression outcomes presented in Table 1 analyze the relationship between Gross Domestic Product (GDP) and 

several independent variables, including Total Deposit, Total Profit Payment, Total Number of Employees, and Total 

Number of Branches. The intercept coefficient in regression analysis represents the estimated value of the dependent 

variable when all independent variables are zero. In this specific case, the intercept value is calculated to be 

16223044.22, with a standard error of 1540289.378 and a corresponding t-statistic of 10.532. The statistical significance 

of the intercept is confirmed by its p-value, which is less than 0.001. These statistical indicators suggest that the 

intercept value is highly significant. This implies that even in the absence of any deposits, profit payments, employees, 

or branches, there exists a substantial base level of GDP. In other words, factors beyond those considered in the 

regression model contribute significantly to the overall GDP, as evidenced by the presence of this statistically 

significant intercept term. 

The coefficient for Total Deposit, estimated at 0.076133703, fails to attain statistical significance, as evidenced by a 

relatively high p-value of 0.562. This outcome implies that variations in the total volume of deposits do not exert a 

discernible impact on the overall Gross Domestic Product (GDP). Consequently, it appears that changes in deposit 

levels within the banking sector do not lead to significant fluctuations in economic output. This finding prompts a 

deeper exploration into the complex dynamics underlying GDP fluctuations. While deposits constitute a crucial 

component of the banking system, their influence on broader economic activity appears to be relatively subdued in this 

context. Other macroeconomic variables, such as investment levels, government expenditure, consumer spending 

patterns, and external economic conditions, likely play more substantial roles in driving GDP movements. The lack of 

statistical significance for Total Deposit underscores the need for a multifaceted approach to economic analysis. A 

thorough understanding of the interplay between various economic factors is essential for formulating effective policy 

measures and predicting future economic trends accurately. By examining the broader economic landscape beyond just 

deposit levels, policymakers can gain deeper insights into the drivers of economic growth and develop strategies to 

foster sustainable development. 

In contrast to Total Deposit, the coefficient for Total Profit Payment is found to be statistically significant, with a value 

of 4.269614136, a standard error of 1.32193387, and a corresponding t-statistic of 3.23 (p-value = 0.0029). This result 

suggests a significant positive relationship between profit payments and GDP. In other words, an increase in profit 

payments is associated with a higher GDP. This finding underscores the importance of profit payments in driving 

economic activity. It suggests that when banks distribute higher profits to their stakeholders, whether shareholders or 

depositors, it stimulates economic growth. This may be attributed to increased consumer spending, investment 

opportunities, and overall confidence in the economy. Furthermore, the statistical significance of the coefficient for 

Total Profit Payment highlights the potential effectiveness of policies aimed at promoting profitability within the 

banking sector. By incentivizing banks to generate higher profits and distribute them efficiently, policymakers can 

potentially stimulate economic growth and enhance overall financial stability. 

Similarly, the coefficient for Total Number of Employees is estimated to be -2133.359779, with a standard error of 

758.9141299 and a t-statistic of -2.81 (p-value = 0.0085), indicating a statistically significant negative relationship 

between the number of employees and GDP. This implies that an increase in the total number of employees is 

associated with lower GDP, suggesting intriguing dynamics within the labor market or efficiency considerations 

affecting economic output. The negative relationship between the number of employees and GDP may reflect several 

underlying factors. One possible explanation is the efficiency gains achieved through technological advancements and 

automation, whereby firms are able to produce more output with fewer employees. Additionally, fluctuations in labor 

force participation rates or shifts in industry composition could also contribute to this relationship. Moreover, the 

statistical significance of this coefficient underscores the importance of considering labor market dynamics when 

analyzing economic performance. Policies aimed at enhancing workforce productivity, improving job matching, or 

addressing structural challenges within the labor market may have significant implications for overall economic growth 

and stability. As such, a deeper understanding of the relationship between employment levels and GDP can inform 

more targeted and effective policy interventions aimed at fostering sustainable economic development. 

Finally, the coefficient for Total Number of Branches is estimated to be 56858.95497, with a standard error of 

15668.40894 and a t-statistic of 3.63 (p-value = 0.001), indicating a statistically significant positive relationship 

between the number of branches and GDP. This suggests that an increase in the number of branches is associated with 

higher GDP, potentially reflecting enhanced economic activity and improved accessibility to financial services. The 

positive relationship between the number of branches and GDP underscores the vital role played by the banking sector 

in stimulating economic growth. As banks expand their branch networks, they not only increase their outreach to 

customers but also facilitate greater financial inclusion and access to credit. This, in turn, can spur entrepreneurship, 

investment, and consumption, thereby fueling economic expansion. Furthermore, the statistical significance of this 

coefficient highlights the importance of strategic branch expansion as a driver of economic development. Policymakers 
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and banking institutions may consider increasing investments in branch infrastructure to support economic growth 

initiatives effectively. By expanding their presence in underserved areas and improving access to banking services, 

banks can contribute significantly to inclusive and sustainable economic development. 

These findings offer valuable insights into the determinants of GDP, shedding light on the significance of profit 

payments and the number of branches, while also hinting at potential intricacies in the relationships with the number of 

employees and total deposits. The significant positive relationship observed between profit payments and GDP 

underscores the pivotal role played by banking sector profitability in driving economic activity. Higher profit 

distributions not only signify financial health within the banking sector but also stimulate consumer spending and 

investment, thus contributing to overall economic growth. Similarly, the positive correlation between the number of 

branches and GDP highlights the importance of banking infrastructure in fostering economic development. Increased 

branch networks enhance financial accessibility and inclusion, facilitating greater participation in economic transactions 

and promoting entrepreneurship and investment. However, the complexities evident in the relationships with the 

number of employees and total deposits suggest that these factors may interact with other variables in nuanced ways. 

While the negative relationship between the number of employees and GDP may reflect efficiency gains or labor 

market dynamics, the insignificant relationship with total deposits indicates that deposit levels alone may not be strong 

drivers of economic output. Overall, these results underscore the multifaceted nature of economic growth and the 

diverse array of factors that influence it. Understanding these dynamics is essential for policymakers and stakeholders 

to formulate effective strategies aimed at promoting sustainable and inclusive economic development. 

 

Table 1: Regression Outcomes  

Dependent Variable: GDP 

  Coefficients Standard Error t Stat P-value 

C 16223044.22 1540289.378 10.53246517 9.15131E-12 

Total deposit 0.076133703 0.129954598 0.585848471 0.562218735 

Total profit payment 4.269614136 1.32193387 3.2298243 0.002928421 

Total number of employees -2133.359779 758.9141299 -2.811068729 0.008483553 

Total number of branches 56858.95497 15668.40894 3.628891434 0.001012451 

 

5. CONCLUSION 

This paper embarks on a nuanced exploration, probing into two pivotal issues that lie at the intersection of Islamic 

finance and Turkey's economic landscape. Firstly, it meticulously scrutinizes the fidelity of participation banks' 

financial operations to the tenets of Islamic law. Secondly, it delves into the empirical correlation between Turkey's 

macroeconomic growth trajectory and the evolving role of participation banks over the past decade. Scholars 

undertaking this inquiry traverse a landscape marked by shifting paradigms and evolving regulatory frameworks. They 

illuminate how participation banks, initially envisioned as bastions of Islamic finance, have gradually gravitated 

towards conventional banking practices, particularly in the wake of legislative changes. Despite being granted latitude 

to engage in commercial activities and deploy methods ostensibly aligned with Islamic law, the observed departure 

from these principles in practice prompts critical scrutiny. This departure has led some scholars to argue that 

participation banks, in their current form, fall short of meeting the lofty expectations of their clientele, thereby casting 

a shadow over their purported adherence to Islamic finance principles. The intricate web of financial operations woven 

by participation banks further complicates matters, with funds being channeled into an eclectic array of sectors. This 

diversification amplifies the complexity of assessing the congruence between participation banks' activities and 

Islamic legal frameworks, fueling ongoing debates and conjectures within scholarly circles. In the midst of these 

deliberations, proponents of participation banks staunchly defend their alignment with Islamic law, contending that 

any perceived inconsistencies are merely superficial. This spirited defense underscores the deep-seated divergence in 

viewpoints within the Islamic finance domain, mirroring broader debates regarding the balance between doctrinal 

purity and pragmatic imperatives within the banking sphere. As the discourse unfolds, it unravels layers of complexity, 

offering invaluable insights into the intricate interplay between religious precepts, regulatory exigencies, and economic 

imperatives shaping Turkey's financial landscape. Yet, amidst the scholarly polemics, a quest for clarity and coherence 

persists, driving the ongoing quest to reconcile Islamic finance principles with contemporary banking practices in a 

manner that fosters ethical integrity and financial resilience. 

Over the past decade, the Turkish economy has witnessed remarkable progress, marked by robust growth rates and the 

resolution of chronic challenges. Unlike many developed nations grappling with economic woes, Turkey stands out as 

a stable economy with sustained growth. However, recent revisions to expected growth rates signal a more tempered 

outlook for the future, with projections falling below the average growth rates observed in the preceding decade. 

Compounding this, Turkey's most crucial trade partners in the EU continue to grapple with negative growth rates, 

stemming from the enduring economic crisis that took root in 2007. Despite these global headwinds, participation 

banks in Turkey have thrived amidst the nation's economic growth trajectory. These institutions, catering to both 

religious and non-religious clientele, have steadily expanded their market share within the finance sector. Although the 

funds utilized by participation banks tend to be costlier compared to conventional banks, they remain attractive to a 

diverse array of stakeholders. Moreover, the Turkish economy exhibits resilience in the face of regional political 

turbulence, with trade volumes continuing to rise despite geopolitical challenges. As regional political tensions 
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gradually ease, prospects for domestic economic stability brighten, promising further opportunities for growth and 

expansion, particularly for participation banks. Administrative measures aimed at enhancing efficiency are expected to 

bolster the positive trajectory of these banks, aligning with broader economic stability initiatives. Despite a brief 

period of trust erosion following the bankruptcy of İhlas Finans in 2001, participation banks have rebounded and are 

now expanding their market presence. Furthermore, the likelihood of significant governmental or political upheaval in 

the near future remains minimal, auguring well for overall economic stability. This conducive environment is poised to 

catalyze profit maximization and expansion across various sectors, including participation banking, as Turkey charts 

its course toward continued prosperity. 
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