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ABSTRACT

Background and research gap Research on firm value in Islamic banking remains dominated by financial and
market-based perspectives, while the integration of sharia accountability dimensions into firm valuation remains
underexplored in the international literature. This gap limits understanding of how Islamic banks may conceptualise
corporate value beyond conventional financial measures.

Purpose — This study aims to reconstruct firm value in Bank Muamalat Indonesia and Bank Syariah Indonesia
through sharia Enterprise Theory by positioning Asset and Liability Management (ALMA) as accountability to
humans, Green Banking as accountability to nature, and zakat as accountability to God.
Design/methodology/approach - Employing an interpretive paradigm, the study adopts a phenomenologically
informed comparative case-study approach. Data were collected in Makassar and Gowa, South Sulawesi, from May
to July 2026 from seven informants comprising four practitioners, one regulator, and two academics through focus
group discussions, interviews, observations, and document analysis. Phenomenological reduction identified
meaning units and distinguished noema from noesis through intentional analysis.

Key Findings — The findings reveal the absence of specific sharia-based indicators for Islamic banking firm value.
ALMA reflects stakeholder accountability, while Green Banking demonstrates environmental accountability,
although evidence is stronger in internal operational practices than in green financing and portfolio-level impacts.
Zakat represents transcendental accountability to God.

Research limitations/implications — Given its qualitative and context-specific design, the study offers analytical
rather than stafistical generalisability.

Originality/value - Its originality lies in developing an interpretive evaluative framework for understanding Islamic
banking firm value through sharia Enterprise Theory, rather than proposing a validated causal or composite model.
Keywords: islamic bank valuation, sharia enterprise theory, asset-liability management, green banking, zakat
governance.

INTRODUCTION

The global banking sector is being reassessed on criteria that extend beyond
reported earnings. Financial performance remains indispensable, yet banks are
increasingly judged on their management of non-financial risk, their contribution to
sustainable development, and their willingness to direct financing away from activities
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that intensify environmental degradation.”?® The green banking literature shows that
banks shape environmental outcomes not only through their own operations but, more
consequentially, through their intermediation function, which can either enable or
restrain environmentally damaging economic activity.*>® This shift widens the question
of what a bank is worth from market achievement alone to its capacity to sustain trust,
resilience and long-term legitimacy.’®

That question is sharper for Islamic banking, because its sharia identity carries a
normative framework that conventional valuation does not accommodate.>' Islamic
banks are intermediaries and agents of trust, but they are also expected to ensure that
financial activity complies with sharia and yields maslahah.’'? Yet their worth continues
to be read through market, profitability, capital and soundness measures inherited from
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Banking Governance in Realizing the Sustainable Development Goals (SDGs)," Multidisciplinary
Indonesian Center Journal 2, no. 4 (2025): 5376-85, https://doi.org/10.62567/micjo.v2i4.1547.
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conventional banking,'®'41516 which capture viability but say little about compliance,
accountability to human stakeholders or environmental stewardship."”:'® A gap therefore
persists between the normative identity of Islamic banking and the way its value is
conceptualised and assessed.

Because “firm value” is used loosely in the Islamic banking literature, this article
defines its central construct at the outset. Firm value is understood here as the worth
attributed to a bank by the parties on whose resources and confidence it depends, arising
jointly from its economic viability and from the quality of the accountability through which
thatviability is produced. So defined, firm value is distinct from three adjacent constructs
with which it is frequently conflated. Bank soundness is a supervisory judgement about
safety and resilience at a point in time. Financial performance is a realised outcome
measured by profitability, efficiency and growth. sharia accountability is the obligation
to demonstrate that resources entrusted to the institution have been managed in
accordance with the Islamic mandate. Soundness and performance are necessary
conditions of value; sharia accountability speaks to the legitimacy of the process that
generates it.

The two banks examined here make that gap observable. Bank Muamalat
Indonesia, the first Islamic bank in the country, and Bank Syariah Indonesia, the largest
post-merger Islamic banking institution, both publish sustainability and social-fund
information, yet neither reports a valuation measure in which sharia accountability is an
explicitcomponent. The empirical problem is thus not an absence of Islamic practice but
an absence of an evaluative vocabulary through which such practice is recognised as
value. This is a problem of meaning and construct boundaries before it is a problem of
measurement, so a qualitative reconstruction is more appropriate at this stage than a
further test of financial-market determinants.

The empirical gaps in these two Indonesian cases are accordingly threefold. First,
how practitioners, regulators and academics themselves constitute the firm value of
these banks has not been examined, so it is not known whether sharia accountability
figures in that understanding at all. Second, the practices through which each bank
manages entrusted balance-sheet claims, environmental responsibility and zakat are
reported in separate documents, but which of them can defensibly be read as evidence
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of accountability, and towards which constituency, has not been established. Third, the
two banks differ in history, scale and listing status, yet how these differences shape the
enactment and disclosure of accountability practice has not been compared.

Three research streams speakto these gaps but have developed separately. Asset-
liability management is treated as a technique for maintaining liquidity, asset and liability
quality, risk control and the sustainability of public fund management,’®?* with continuing
debate about the extent to which a framework of conventional origin can be transposed
onto sharia contracts and their distinctive risk profile.?"?2232425 Green Banking is
conceptualised inconsistently, some studies emphasising environmentally responsible
internal operations and others green financing, green investment or maqgasid-based
performance measurement.?627:282930 7gkat is positioned variously as an institutional
obligation, a social
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function, a performance indicator or a determinant of reputation.3':3233:34.35.36 Eqch
stream addresses accountability to a different constituency, yet the Islamic banking firm-
value literature has rarely explained how accountability to humans, to nature and to God
might be considered together.

Itis important to state what an integrative claim can and cannot rest on. Integrative
frameworks already exist: maqasid al-shari‘ah indices translate higher objectives into
performance scores;**® the Islamicity Performance Index and zakat-ratio models
convert Islamic characteristics into financial ratios;*“° Sharia governance frameworks
link board and audit structures to ESG outcome;*'*? and triple- and quadruple-bottom-
line models add a spiritual axis to prosperity, people and planet.**#* What these models
do not supply is an account of the mechanism by which ordinary banking operations
become evidence of accountability. sharia Enterprise Theory offers the missing element
because it makes accountability directional to God, to humans and to nature and

31 Abdul Razzak Alshehadeh, Murad Ali Ahmad Al-Zageba, Ghaleb A. EL Refae, Haneen A. Al-Khawaja,
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https://doi.org/10.55493/5002.v14i3.5016.
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https://doi.org/10.1371/journal.pone.0276876.
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therefore allows a given banking practice to be read as evidence addressed to a specific
constituency.*

The contribution advanced here is accordingly a mechanism rather than a
taxonomy. ALMA, Green Banking and zakat are treated as the dominant observable
pathways only in a provisional sense: they are a selection based on the current body of
literature and on the two cases available, and they remain open to revision should
stronger evidence point to other or additional pathways. The selection applied four
criteria: a pathway had to be institutionally mandated, documented in existing reporting,
directly involved in the commitment of entrusted resources, and the subject of an
identifiable research stream. Applying these criteria, the three pathways together span
the sites at which entrusted resources are actually committed.

The selection is not exhaustive. The article does not claim that ALMA, Green
Banking and zakat are the only manifestations of the three accountability directions, nor
thateach belongs exclusively to one of them. Other possible pathways were notincluded,
amongthem sharia governance, qard and wider social finance, customer protection and
broader social responsibility. These pathways are acknowledged as candidates for later
extension rather than dismissed. The claim of novelty is bounded accordingly. No
systematic review was undertaken, so the article does not assert that no comparable
integration exists; it asserts that the integration proposed here is not established in the
Indonesian Islamic banking literature and that its value lies in specifying how practice
becomes evidence of accountability.

This study therefore aims to analyse how firm value is constituted at Bank
Muamalat Indonesia and Bank Syariah Indonesia, and to develop a provisional SET-based
evaluative framework of Islamic bank firm value in which ALMA, Green Banking and zakat
governance are examined as provisionally selected, dominant pathways of
accountability to humans, nature and God respectively. Theoretically, it extends SET from
a normative position to an analytical framework linked to observable practice.
Practically, it offers banks and regulators a structured basis for multidimensional
disclosure before any mandatory composite ratio is contemplated.

This article addresses that limitation while resisting a reductionist reading of the
triad. ALMA, Green Banking and zakat are presented as provisionally selected,
analytically dominant pathways, not as exclusive categories. The framework assigns
each practice to the direction in which its evidentiary content is strongest, and treats
cross-domain effects as acknowledged rather than suppressed. Figure 1 sets out the
resulting structure.

4% lwan Triyuwono, "Metafora Zakat dan Shari’ah Enterprise Theory sebagai Konsep Dasar dalam
Membentuk Akuntansi Syari’ah," Jurnal Akuntansi dan Auditing Indonesia 5, no. 2 (2001): 131-45.
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Firm Value of an Islamic Bank
Economic viability + quality of accountability
(interpretive evaluative framework; not a causal or composite index)

Ol O ™
Accountability to Humans Accountability to Nature Accountability to God
(habl min al-nas) (al-kawn) (habl min Allah)
Dominant pathway: ALMA Dominant pathway: Green Banking Dominant pathway: zakat governance
Practices: ALCO and treasury governance; gap and Practices: eco-efficiency of operations; Practices: calculation basis; fund segregation;
liquidity management; sharia-compliant environmental and social risk screening; green timeliness; recipient accuracy; reconciliation and
instruments; financing quality financing composition; disclosure disclosure of balances
Value meaning: protection of entrusted claims; trust Value meaning: stewardship (khilafah) over Value meaning: vertical compliance made
infrastructure entrusted creation horizontally verifiable

Dashed vertical arrows: the prudential base underpins each domain. Horizontal links acknowledge cross-domain effects.

Prudential and Financial Foundation (Necessary, but Not Sufficierit)
Capital adequacy - asset quality - earnings - liquidity - bank soundness — retained as the viability base, not replaced

Boundary Conditions

Analytically dominant pathways, not exclusive categories: ALMA also carries ecological and divine-compliance effects; zakat also serves human welfare; Green Banking also
expresses khilafah and amanah. Domains are assessed separately to avoid counting, and then considered together to show cross-domain effects relevant to Islamic bank value

creation.

Figure 1. Provisional SET-based evaluative framework of Islamic bank firm value
Source: developed by the authors.

METHODS

The study is aphenomenologically informed comparative case study of two Islamic
banks. Phenomenology is retained for what it actually does in this study: it governs the
treatment of informant accounts, requiring that the meanings actors attach to balance-
sheet management, environmental responsibility and zakat be reconstructed before they
are subjected to theoretical interpretation. The comparative case logic governs the
institutional layer, allowing practices and their documentation to be compared across
two banks with different histories and scales. The study therefore makes interpretive and
comparative claims; it makes no claim to a pure transcendental phenomenology and no
claim to statistical generalisation.

The unit of analysis is the accountability practice of the bank as an institution the
way ALMA, Green Banking and zakat are enacted, authorised and reported. Two levels of
evidence are used to reach that unit. Branch-level testimony from Makassar and Gowa
provides evidence of how national policy is understood and executed at the point of
implementation, and of the limits of local discretion. National annual reports,
sustainability reports, financial statements and regulatory instruments provide evidence
of policy as formally constituted. Claims not corroborated at both levels are labelled as
such in the results.

The case boundary is drawn at the Indonesian Islamic commercial bank as an
institution during the 2022-2025 reporting period, observed through its South Sulawesi
operations and its national disclosures. Bank Muamalat Indonesia and Bank Syariah
Indonesia were selected purposively for theoretical contrast: the former is the country’s
first Islamic bank, unlisted and comparatively modest in scale; the latter is a large listed
post-merger institution. The contrast is used to examine variation in how accountability
is enacted, not to rank the two banks.

Participants were recruited in two stages. Initial approaches were made in writing
to the regional offices of both banks and to the OJK regional office, which nominated
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officers whose functions covered treasury and balance-sheet management, financing,
sharia compliance, social funds or banking supervision. Eligibility required direct
involvement in, or substantive scholarly knowledge of, at least two of the three domains
examined, together with a position permitting discussion of both policy and its
implementation.

Seven informants participated: four Islamic banking practitioners, one supervisory
officer and two academics. Practitioners are the only source for enacted practice, which
is the object of the study; the supervisory officer provides the regulatory frame against
which practice is assessed; the academics provide an external reading of the same
practices and a check on practitioner self-presentation. Adequacy is claimed on the
basis of information power rather than saturation: the aim is narrow, the sample is dense
in relevant expertise, the dialogue was supported by documentary evidence, and the
analysis is theory-guided, all of which reduce the humber of participants required.

Identifying detail has been reduced to broad role descriptors, and branch names
have been removed. The correspondence between codes and individuals is retained by
the corresponding author and is not reported.

Table 1. Participant profile (de-identified)

Code Category Functional role Domains on which the
participant could speak
Ali Practitioner, Branch leadership, retailand ALMA as implemented locally;
Bank A funding operations operational environmental
practice; zakat collection
Andi Practitioner, Financing and relationship Financing quality;
Bank A management, SME segment  environmental screening in
financing; customer claims
Asri Practitioner, Branch leadership, second Local execution of national
Bank A location policy; operational eco-
efficiency; social fund
Ansar Practitioner, Branch leadership Post-merger policy
Bank B implementation; liquidity
practice; sustainability
programmes
Abdi Regulator Supervisory and licensing Soundness assessment;
function, OJK regional office regulatory treatment of the
social function; disclosure
expectations
Alwi Academic Islamic economics and Conceptual boundaries of firm
banking value; maqgasid and SET
literature
Akbar Academic Islamic economics and Islamic social finance; zakat

banking

governance; sustainability
reporting

Source: developed by the authors.

Fieldwork ran from 25 May to 6 July 2026 and combined focus group discussions,
individual in-depth interviews, non-participant observation and documentary analysis.
Focus group discussions were used where the object of inquiry was a shared institutional
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routine and where discussion among colleagues could surface disagreement about how
a policy is applied; individual interviews were used where the subject matter was
sensitive or where a participant’s role was unique. The interview protocol was developed
from the four propositions above and from the disclosure categories used in the banks’
sustainability reporting; it was reviewed by two researchers and piloted with one
practitioner not included in the final sample, after which questions on zakat carry-over
and on environmental screening were reformulated. Participation was voluntary; written
informed consent was obtained before each session. Sessions were audio-recorded with
permission and transcribed verbatim in Indonesian; excerpts reported in this article were
translated into English by the authors and the Indonesian original retained in the audit
file.
Table 2. Data collection procedure

Method Participants Duration Setting, Purpose
or sources recording and
transcription
Focus group Practitioners, 60-90 Branch meeting Shared
discussion Bank A minutes room; audio- understanding of
per recorded; ALMA, environmental
session transcribed practice and zakat;
verbatim points of
disagreementin
implementation
Focus group  Practitioners, 60-90 Branch meeting As above, for the
discussion Bank B minutes room; audio- second case
per recorded;
session transcribed
verbatim
In-depth Supervisory 60-90 Office and Regulatory frame;
interview officer, OJK minutes campus; audio- external
regional per recorded; interpretation of
office; session transcribed practice
academics verbatim
Non- Branch - Structured Verification of
participant premises and observation reported operational
observation service areas sheet; field environmental
of both banks notes; practice
photographs
where permitted
Documentary Annual - Public Establishment of
analysis reports, documents; national policy;
sustainability retained in the triangulation of
reports, audit file branch-level
financial testimony; evidence
statements for numerical claims
and zakat
source-and-
use
statements of
both banks;
OJK
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Method Participants Duration Setting, Purpose
or sources recording and
transcription
regulations
on the social
function of

Islamic banks

Source: developed by the authors.

Analysis followed the descriptive phenomenological tradition in the Giorgi—Colaizzi
line, adapted for an institutional object. Its stages are set out in Table 2. Stages 1 to 3
proceed without reference to SET: meaning units are identified in the participants’ own
terms, and noema what was experienced or observed is distinguished from noesis how
and why it was given meaning. Only at stage 4, once themes have stabilised, is the SET
framework introduced as an interpretive lens, and it is introduced as a question rather
than a template: to which constituency is this practice, as the participants themselves
construe it, addressed? Coding was undertaken independently by two of the authors on
the first two transcripts, compared, and the coding frame revised before the remaining
material was coded.

Table 3. Analytical stages with worked example

Stage Procedure Output
1.Immersion Repeated reading of transcripts, field notes  Familiarity with the
and and documents; theoretical commitments accountinthe
bracketing recorded and set aside in the reflexive participant’s own terms
journal
2.Meaning Segmentation of statements bearing on firm  Coded meaning units
units value, ALMA, liquidity and risk, sharia
compliance, environmental practice or
zakat
3.Noema and Separation of what was experienced or Paired noema-noesis
noesis observed from how and why it was given categories
meaning
4.Thematic Comparison of patterns across Stabilised themes

comparison practitioners, regulator, academics and
documents; divergent cases examined
5.Interpretation Identification of the constituency to which Provisional evaluative
through SET each practice is addressed, as construed by framework (Figure 1)
participants

Source: developed by the authors.

Credibility rests on triangulation across sources and methods: practitioner
accounts from both banks were compared with the supervisory officer’s account, with
academic interpretation, with observation and with published institutional documents.
Dependability rests on a documented audit trail of protocols, transcripts, field notes,
coding versions and analytical memoranda; the trail is retained by the corresponding
author and available on reasonable request. Transferability is supported by description
of the institutional setting, participant roles and analytical procedure sufficient for
readers to judge applicability to other settings.
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Reflexivity, the authors are Islamic economics and banking academics based in
South Sulawesi and Malaysia. Several have professional relationships with the
institutions studied and prior scholarly commitments to sharia Enterprise Theory, which
creates adualrisk: that practice is read more favourably than the evidence warrants, and
that the SET triad is imposed on accounts that do not support it. Three measures were
adopted in response. Theoretical commitments were recorded in the reflexive journal at
the outset and revisited at each analytical stage; the introduction of SET was deferred to
stage 4 of the analysis; and claims not corroborated by documents or observation are
labelled in the results as interpretive inference.

RESULTS

The analysis generated four themes: the limits of the firm-value construct currently
applied to Islamic banks; ALMA as a mechanism of accountability to humans; Green
Banking as accountability to nature; and zakat governance as accountability to God. Each
theme is presented below with its evidence before it is interpreted, and the cross-case
position is set out in Table 3. Consistent with the interpretive design, the study does not
establish that ALMA, Green Banking or zakat increases firm value. It establishes how
these practices are understood and what they can defensibly evidence.

A note on the evidentiary status of this section. The reviewers observed correctly
that the submitted version reported themes without the verbatim material, document
references and dates that would allow readers to trace them. The present version marks
every point at which such material is required. Each placeholder identifies the source,
speaker category and date to be supplied from the transcript and document files.
Theme 1: The firm-value construct in use is a soundness construct
Finding, neither practitioners nor the supervisory officeridentified a measure of firm value
incorporating Islamic characteristics. Assessment in practice draws on soundness,
liquidity, governance, profitability, capital and, for the listed bank, market indicators.
Interpretation, the difficulty is not a missing ratio but a construct mismatch. Soundness
answers whether a bank is safe; firm value answers what its economic prospects are
worth; sharia accountability answers whether thatvalue is produced through a legitimate
process. Combining the three without distinguishing their functions creates overlap.
Financial indicators are therefore retained as the viability foundation and complemented
by accountability indicators rather than replaced by them.

Relation to prior work, this supports Hamidi and Worthington, who show that Islamic
bank performance becomes more representative when a spiritual dimension is added to
prosperity, people and planet.*®

The present study is also consistent with Taufik, Muhammad and Nugraheni, who find
that maqgasid performance does not automatically improve profitability where sharia
assurance is less transparent:*’ Islamic identity becomes value-relevant only when it is
observable and verifiable. Monawer and colleagues make the parallel argument that
magasid must move from identification to actualisation.*®

46 Hamidi and Worthington, "Beyond the Triple Bottom Line."

47 Muhammad Taufik, Rifgi Muhammad, and Peni Nugraheni, "Determinants and Consequences of
Magqashid Sharia Performance: Evidence from Islamic Banks in Indonesia and Malaysia," Journal of Islamic
Accounting and Business Research 14, no. 8 (2023): 1426-50, https://doi.org/10.1108/JIABR-07-2021-
0205.

48 Monawer et al., "The Actualization of Magasid al-Shari‘ah."
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Contribution and boundary, The theme reframes the measurement problem as one of
observability rather than scarcity of indicators.

Theme 2: ALMA as accountability to humans

Finding, Treasury and ALCO functions manage pricing and margins, balance-sheet gaps,
liquidity buffers, reserve requirements and sharia-compliant liquid instruments, with
ALCO meeting on a regular cycle. No ALMA indicator was identified as an explicit
component of Islamic firm value.

Interpretation, Read through SET, balance-sheet management is trust infrastructure.
Third-party funds create intertemporal claims the bank must honour; financing creates
asset-quality, maturity and cash-flowrisk. The analytical move is to reposition ALMA from
technique to governance mechanism: value does not arise because an ALCO exists but
where its decisions demonstrably protect stakeholder claims within sharia limits.
Relation to prior work, Dolgun, Ng and Mirakhor show that conventional liquidity rules do
not reflect the balance-sheet profile of Islamic banks and may discourage risk-sharing
investment, calling for calibration to the Islamic risk profile.*° The present findings extend
that argument beyond the technical: under SET, balance-sheet management also carries
accountability meaning. The findings are likewise consistent with Indra, Handayani and
Wafiyah on the wholesale adoption of conventional ALMA.%° The defensible position is
neither wholesale acceptance nor rejection but separation of universal functions
liquidity, maturity mismatch, risk control from instruments and objectives that must
comply with sharia.

Contribution and boundary, Incorporating ALMA into a value framework requires care.
Asset quality, liquidity, capitalisation and profitability already appear in soundness
frameworks, and readmitting them wholesale would create double counting. The ALMA
dimension is therefore confined to what is closest to accountability to humans, as
specified in Table 1. Components of the Islamicity Performance Index may complement
this, but not all of them belong to ALMA, since several measure distributional and
compliance outcomes.®'

Theme 3: Green Banking as accountability to nature

Finding, Both banks demonstrate operational environmental practice paperless
processes, greening activity, energy and water efficiency, green building features, solar
installation and waste reduction. Evidence on environmental screening of financing and
on green portfolio composition is considerably less complete than evidence on internal
operations.

Interpretation, A bank’s direct operational footprint must be distinguished from the
indirect environmental effect of what it finances, and for a financial intermediary the
larger effect usually lies in the latter. Office efficiency is relevant evidence but insufficient
to support a claim that Green Banking has been integrated into the institution’s
accountability to nature.

4% Muhammed Habib Dolgun, Adam Ng, and Abbas Mirakhor, "Need for Calibration: Applying a
Maximum Threshold to Liquidity Ratio for Islamic Banks," International Journal of Islamic and Middle
Eastern Finance and Management 13, no. 1 (2020): 56-74, https://doi.org/10.1108/IMEFM-03-2018-0098.

50 |ndra, Handayani, and Wafiyah, "Analisis Asset dan Liabilitas Manajemen."

51 Nomran and Haron, "Validity of Zakat Ratios."
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Relation to prior work, Julia and Kassim report that no bankin their sample fully met green
and sustainability policy requirements®?, and the present cases display the same uneven
implementation across dimensions. International evidence explains why the financing
side matters: Chen and colleagues find that greater green exposure and environmental
consideration in lending are associated with improved intermediation spreads and lower
default risk,®® and Prayoga and Siswantoro report a positive association between
sustainable activity and the current and subsequent financial performance of Islamic
banks in Asia.® The relationship is in any case conditional: Khan and colleagues find that
green banking disclosure is positively related to firm value but that the relationship
weakens where non-performing loans are high.%®

Contribution and boundary, Paperless operations and green premises risk becoming
symbolic where the financing portfolio remains concentrated in environmentally
intensive sectors. To limit greenwashing risk, the Green Banking dimension should move
progressively from activity indicators to impact indicators: share of green financing,
environmental and social risk assessment, sectoral exposure, quality of disclosure and,
where feasible, financed emissions. Rating schemes may serve as an operational starting
point but not as the final standard for ecological accountability.55”

Theme 4: Zakat as accountability to God

Finding, Zakat is administered by both banks and is the clearest institutional marker of
spiritual orientation, but the institutional mandate leaves discretion, and the reports
disclose surplus or year-end balances in certain periods.

Interpretation, A year-end balance should not be read immediately as nhon-compliance.
It is a governance signal calling for explanation of distribution timing, earmarked funds,
programme commitments, recipients and carry-over policy. The stronger construct is
zakat governance calculation basis, fund segregation, recipient accuracy, timeliness,
reconciliation transparency and accountability for distribution.

Relation to prior work, This helps explain the mixed findings of Syurmita and Fircarina,®®
Wardiwiyono and Jayanti®® and Septian, Eliza and Bahtiar.®° Their inconsistency suggests
thatzakat should not be modelled as a simple financialinput, since it carries compliance,
distributional, legitimacy and welfare dimensions that operate through different
mechanisms. The same logic applies to the transparency argument of Taufik,
Muhammad and Nugraheni:®' accountability to God is vertical, but its institutional

52 Julia and Kassim, "Exploring Green Banking Performance."

53 Chen et al., "Green Banking."

54 Angga Septian Prayoga and Dodik Siswantoro, "Can Sustainable Activities Improve Current and
Future Financial Performance? An Empirical Study of Islamic Banks in Asia," Journal of Islamic Accounting
and Business Research (advance online publication, 2025), https://doi.org/10.1108/JIABR-06-2023-0178.

55 Habib Zaman Khan, Sudipta Bose, Benedict Sheehy, and Ali Quazi, "Green Banking Disclosure,
Firm Value and the Moderating Role of a Contextual Factor: Evidence from a Distinctive Regulatory Setting,"
Business Strategy and the Environment 30, no. 8 (2021): 3651-70, https://doi.org/10.1002/bse.2832.

56 Mir and Bhat, "Green Banking and Sustainability."

57 Muchiri, Késmarki-Gally, and Fekete-Farkas, "Green Banking Practices."

58 Syurmita and Fircarina, "Pengaruh Zakat, Islamic Corporate Social Responsibility."

% Wardiwiyono and Jayanti, "Peran Islamic Corporate Social Responsibility."

60 Septian, Eliza, and Bahtiar, "Zakat, Islamic Corporate Social Responsibility."

87 Taufik, Muhammad, and Nugraheni, "Determinants and Consequences of Magashid Sharia
Performance."
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evidence must remain horizontally assessable by human stakeholders through
disclosure and governance.
Contribution and boundary, The study does not claim that zakat increases firm value. It
positions the quality of zakat governance as evidence of accountability to God capable of
strengthening sharia legitimacy where it is credibly implemented. Zakat should not be
merged into social or environmental indicators, since aggregation obscures the nature of
the fund, its objectives, its beneficiaries and its success criteria.
The provisional framework

Figure 1 presents the framework in full its construct architecture. Four features
define its status. It is provisional: constructs, subdimensions and boundaries are
specified, but item wording, scales and weights are not. It is evaluative rather than
causal: it organises judgement about the quality of accountability and does not assert
that accountability produces measurable value. It is layered: financial viability remains
the foundation and is not replaced, so a bank failing prudential requirements cannot
compensate through accountability performance. And it is bounded: the domains are
provisionally selected dominant pathways rather than exclusive categories, with cross-
domain effects acknowledged and anti-double-counting safeguards stated for each
domain.

DISCUSSION

The contribution of the study lies in changing the unit of analysis of value.
Conventional approaches evaluate outcomes profitability, share price, market
capitalisation, soundness. The SET reconstruction adds the quality of the process that
produces them: ALMA evaluates how entrusted funds are managed in relation to human
claimants, Green Banking evaluates how operations and financing decisions account for
nature, and zakat governance evaluates how Islamic identity is enacted before God. Firm
value is accordingly interpreted as a combination of viability, trust, ecological
responsibility and sharia legitimacy.

This is conceptually consistent with the extension of the triple bottom line by a
spiritual dimension,®>® but the model proposed here is not the quadruple bottom line.
Prosperity remains necessary for economic continuity without replacing the three
accountability directions, and the divine direction in SET is not theologically equated with
a prophetic dimension.

A second contribution is to make SET more operational without prematurely
converting itinto an index. The parallel with maqgasid actualisation is instructive:® linking
a normative framework to domains of practice is a necessary first step, but item
specification, scaling, weighting and discriminant validity must follow before any
composite score is defensible.

Rival explanations, three alternatives to the SET reading of these findings deserve
consideration. The first is institutional isomorphism: the environmental and social
practices observed may reflect conformity to regulatory and reputational expectation

52 Hamidi and Worthington, "Beyond the Triple Bottom Line."
83 Hamidi and Worthington, "Islamic Banking Sustainability."
54 Monawer et al., "The Actualization of Maqgéasid al-Shari‘ah."
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rather than accountability conviction, in which case the accounts recorded here would
be legitimating narratives. The evidence does not allow this to be excluded, and the
appropriate response is methodological to give weight to practices that are costly,
audited or documented over those that are merely stated. The second is capacity:
differences between the two banks may be explained by scale, post-merger integration
and access to capital rather than by accountability orientation. The third is regulatory
heterogeneity: a listed bank faces disclosure obligations that an unlisted bank does not,
so apparent differences in transparency may be artefacts of listing status.

Context limitations, branch informants speak with authority aboutimplementation
but not about national policy formation; evidence concerns two institutions in one
province during a single fieldwork period; and documentary evidence is uneven across
the three domains, being fullest for ALMA, partial for Green Banking and thinnest for the
governance detail of zakat.

Practical implication, the framework implies a disciplined sequence rather than a
new target. Banks must first satisfy viability and prudential requirements. Accountability
assessment then evaluates three further pathways: ALMA quality that protects entrusted
human claims, Green Banking that manages environmental impact principally through
intermediation, and zakat governance that renders vertical compliance verifiable. For
regulators, the appropriate near-term instrument is a multidimensional disclosure
framework or dashboard rather than a mandatory composite ratio.

Table 4. Synthesis of findings, interpretation and contribution

Dimension Condensed Principal Comparative Contribution
finding interpretation literature
Firmvalue No firm-value The problem is Hamidi and Extends firm value
measure construct Worthington; from economic
incorporating mismatch and Taufik, outcome to viability
sharia observability rather Muhammad combined with
characteristics than an absence of and accountability
was identified in ratios Nugraheni; quality
either case Monawer et
al.
Humans ALCO and ALMA is trust Dolgun, Ng Connects balance-
ALMA treasury practice  infrastructure and and Mirakhor; sheet governance to
is established; no  agovernance Indra, accountability to
ALMA indicatoris mechanism, not Handayani human
treated as a merely a liquidity and Wafiyah stakeholders
component of technique
Islamic firm value
Nature Eco-efficiency Internal greeningis Julia and Links the ethical
Green practice is insufficient without Kassim; Chen reasoning of SET to
Banking evident; evidence portfolio impact et al.; Khanet Green Banking
on green financing and environmental al.; Prayoga mechanisms
is less complete risk management and
Siswantoro
God zakat Zakatis practised, Zakatgovernance Taufik, Separates spiritual
but institutional quality is more Muhammad accountability from
discretion and informative than and social and
carry-over the nominal Nugraheni; environmental
balances require amount Syurmitaand  activity and
Fircarina;
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transparent Wardiwiyono specifies its
explanation and Jayanti evidence

Source: developed by the authors.

CONCLUSION

Firm value in Islamic banking cannot be adequately understood through financial
performance, supervisory soundness or market indicators alone. Drawing on sharia
Enterprise Theory, this study offers a provisional reading of firm value through three
accountability directions, with ALMA, Green Banking and zakat governance as
provisionally selected observable pathways towards humans, nature and God
respectively. Neither bank was found to use a firm-value measure that incorporates
sharia characteristics; ALCO and treasury practice is established, yet no ALMA indicator
is treated as a component of Islamic firm value; environmental practice is evident mainly
in internal operations, with less complete evidence on green financing and portfolio
composition; and zakat is administered by both banks, although institutional discretion
and year-end balances call for transparent explanation. They support only a provisional
multidimensional framework for interpreting and evaluating firm value, which links each
accountability direction to observable banking practice without operationalising it, since
indicators and their measurement properties have not been developed here.
Limitations, the study covers two banks observed through branch operations in one
province, with seven informants and a single fieldwork period. The analysisis interpretive,
and the authors’ prior commitment to SET is a standing risk addressed through the
measures described in the methods but not eliminated by them. The findings are not
statistically generalisable; readers may consider their potential relevance to similar
Indonesian Islamic banking contexts, judging this against the institutional and participant
descriptions provided.

Future research, four steps would move the framework towards validation. First, expert
validation through a Delphi study with sharia supervisory board members, treasury and
sustainability officers, supervisors and academics, to confirm construct boundaries and
the assignment of practices to accountability directions. Second, indicator development,
specifyingitems and scales for each subdimension in Table 1, with particular attention to
separating ALMA indicators from existing prudential measures. Third, assessment of
measurement properties: weighting, internal reliability, and discriminant validity against
soundness and performance constructs. Fourth, testing the resulting instrument against
stakeholder-based and, for listed institutions, market-based value outcomes across a
larger sample of Islamic banks.
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