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Abstract

Over the past decades, Islamic banking has emerged as a viable alternative to conventional
banking, gaining recognition in both Muslim-majority and non-Muslim countries. Ghana’s
banking industry in recent years has been befogged with challenges including liquidity
pressures, non-performing loans and credit risks, fiscal instability, and regulatory concerns. As
a result of these challenges, policymakers and financial institutions have begun exploring
Islamic finance as an alternative banking model. This study is therefore aimed at exploring the
potential for Islamic banking adoption in Ghana or developing economies, and to identify
challenges, opportunities, and policy recommendations to guide Islamic banking adoption. In
pursuit of this purpose, a systematic review was conducted using a content analysis approach
to critically harness insights from thirty (30) relevant studies. It emerged from the results that,
the adoption of Islamic banking in Ghana may enhance financial inclusion, provide alternative
financing, contribute to economic growth, attract foreign direct investments, support
infrastructure development, and lead to diversified financial markets. However, potential
challenges such as low public awareness, regulatory barriers, misconceptions regarding Islamic
principles, potential competition from the conventional banking sector, and a lack of
professional capacity must be addressed in order to realize the full benefit of Islamic banking.
It was also recommended that, Islamic banking if adopted in Ghana, should be strategically
positioned to complement fiscal policy implementation at the macroeconomic level.
Specifically, it should be leveraged to finance large-scale government infrastructure projects,
including the construction of roads, industrial factories, commercial agricultural investments,
housing developments, and other capital-intensive initiatives.
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1. Introduction

In the face of significant fiscal challenges and a dynamic economic landscape, Islamic banking
offers a timely and innovative alternative for Ghana's financial system. The country is currently
navigating high government expenditures, escalating public debt, and the stringent conditions
imposed by the International Monetary Fund (IMF), all while contending with steep borrowing
costs in a high-interest rate environment (International Monetary Fund [IMF], 2024). These
economic pressures, coupled with a notable gap in financial inclusion, underscore the urgent
need for new financial models that promote sustainable development and broaden access to
capital an imperative for enhancing economic resilience (Traore, 2024).

Islamic banking is a financial system that operates in accordance with Islamic law (Sharia)
(Choiriyah, Saprida, & Sari, 2021). It prohibits interest (riba), speculative transactions (gharar),
and unethical investments, emphasizing risk-sharing, ethical investment, and asset-backed
financing (Choiriyah, Saprida, & Sari, 2021; Ahmed, 2014; Botis, 2023). Islamic banking
operates based on several fundamental principles derived from Sharia law. The prohibition of
riba (interest) ensures that financial transactions do not involve unjust enrichment or economic
exploitation (Khan, 2010; Gilani, 2015; Islam, 2024). Instead, the system emphasizes risk-
sharing, where profits and losses are shared between banks and customers. It also prohibits
gharar (excessive uncertainty), ensuring that financial contracts are free from ambiguity and
speculative trading (Siddiqi, 2006; Sarwar, 2024). Another key principle is asset-backed
financing, which ensures that transactions are linked to tangible assets or services, fostering
real economic value (Igbal & Molyneux, 2005). Furthermore, ethical and social responsibility
1s paramount, as Islamic banking avoids investments in industries such as alcohol, gambling,
and tobacco (Chapra, 2008).

Islamic banking has gained traction in over 70 countries, with major adoption in both Muslim-
majority and non-Muslim nations (Al-Dimashki, 2023). In Africa, Sudan has implemented a
fully Islamic banking system, while Nigeria and Egypt continue to expand their Islamic
financial institutions (Abdul-Rahman & Tugum, 2021). Western countries, including the
United Kingdom, the United States, Germany, France, and Canada, have also shown increasing
interest in Islamic finance, particularly in ethical investment and financial services for Muslim
communities (Karbhari, Naser, & Shahin, 2004).

Asia has emerged as a leading region in Islamic banking, with Malaysia, Indonesia, Pakistan,
and Bangladesh playing significant roles in its development (Mansoor Khan, & Ishaq Bhatti,
2008; Lebdaoui, & Wild, 2016). Malaysia is recognized for its advanced regulatory framework
and well-integrated dual banking system, which allows Islamic and conventional banks to
operate side by side (Ledhem & Mekidiche, 2019). The Malaysian government has actively
supported the industry by introducing policies that foster innovation, leading to the
development of sukuk (Islamic bonds) and Islamic fintech solutions (Muhammad & Dauda,
2023). Indonesia, home to one of the world’s largest Muslim populations, has also made
significant progress, with strong governmental backing and a rising number of Islamic financial
institutions (Ascarya, 2017). Pakistan and Bangladesh have adopted hybrid models, integrating
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Islamic banking into their financial systems while ensuring regulatory alignment with global
Islamic finance standards (Ayatullahi, 2020).

In Malaysia, the dual banking system has been a powerful catalyst for economic growth. For
instance, Bank Negara Malaysia (2021) reports that Islamic banking assets doubled from
approximately RM200 billion in 2010 to over RM400 billion by 2020, which significantly
contributed to credit growth and the financing of key infrastructure projects. Similarly,
initiatives in Islamic microfinance in Indonesia have helped boost financial inclusion;
according to the Indonesian Financial Services Authority (2020), access to banking services
among underserved populations improved by roughly 15% over the past decade. In Nigeria,
emerging Islamic finance programs have demonstrated potential by increasing credit access by
an estimated 5% in predominantly Muslim regions (Central Bank of Nigeria, 2021). These
empirical insights suggest that embracing Islamic banking could offer Ghana alternative
financing channels, reduce reliance on high-cost borrowing, and foster sustainable economic
development and broader financial inclusion. These countries offer valuable lessons for Ghana
as it seeks to establish its own Islamic banking sector.

Ghana has begun exploring Islamic banking, with increasing interest from policymakers and
financial institutions owing to the numerous challenges that confront the industry (Mbawuni &
Gyasi, 2019). Amongst these challenges are; high non-performing loans (NPLs) and credit
risks, high exposure to government debt & fiscal pressures, liquidity constraints and debt
service risks, slow recovery from financial sector clean-up, exchange rate volatility and
inflation risks, high interest rates discouraging private-sector borrowing, regulatory risk and
compliance challenges (Essilfie, 2023) The average non-performing loan ratio reached at
21.2% in 2022, reflecting persistent challenges in credit risk management, but improved
marginally to 20.6% in 2023 before rising to 21.8% by the end of 2024, signalling persistent
challenge in addressing non-performing loans issues in the industry (Bank of Ghana, 2024).
Although Ghana does not yet have a fully established Islamic banking framework, efforts have
been made to integrate Islamic finance principles into the broader financial sector (Brew, 2015).
In recent years, there have been numerous calls for Ghana to embrace Islamic banking, citing
potential economic benefits such as financial inclusion, alternative financing for development
projects, and economic growth (Ayatullahi, 2020).

Given these trends, this systematic review aims to identify and synthesize challenges,
opportunities, and benefits associated with adopting Islamic banking in Ghana. Additionally, it
evaluates the economic impact of Islamic banking based on international experiences and
develops policy recommendations for successfully implementing Islamic banking in Ghana.
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2. Research Methodology

A systematic literature review (SLR) approach was employed in this study, following a rigorous
process to identify, evaluate, and synthesize over thirty (30) published journal articles relevant
to the topic. Although the sample size may appear modest, the selected articles
comprehensively address all pertinent areas of the subject. Furthermore, this collection of thirty
(30) articles is deemed statistically sufficient (the central limit theorem) for drawing reliable
inferences, thereby supporting the study’s objectives. A systematic approach ensures the
synthesis of relevant literature while maintaining methodological rigor

2.1 Literature Search Strategy

A comprehensive search was conducted in Google Scholar, Scopus, Web of Science, Elsevier
and SpringerLink, and Emerald Insight using keywords such as "Islamic banking and economic
growth," "Islamic banking adoption in Ghana," "Opportunities and Challenges of Islamic
banking adoption,” Only peer-reviewed journal articles published in English from 2009 to 2023
were considered. The selection of peer-reviewed journal articles published in English from
2009 to 2023 was made to ensure the inclusion of high-quality, credible, and up-to-date sources.
Peer-reviewed articles are considered the gold standard in academic research, guaranteeing
rigorous evaluation by experts, and ensuring the reliability and validity of the findings. English-
language sources were prioritised as they are the predominant medium for scholarly
publications in the field of finance and economics, enabling access to global insights. The
chosen time frame of 2009 to 2023 captures the most current developments in the rapidly
evolving field of Islamic banking, particularly in emerging economies, thus ensuring that the
study reflects contemporary trends, challenges, and opportunities.

To refine the results from the search of keywords, the following restrictions were imposed:
e Publication Year: 2000-2024
e Search Type: Journals
e Document Type: Peer-reviewed journal articles
e Language: English

The initial query produced 1610 research articles, including journal papers, conference
proceedings, and reviews. After applying the filters, the dataset was reduced to 75 journal
articles.

2.2 Selection and Acceptance of Relevant Papers:

The content of the 75 journal articles was reviewed based on relevance to the study’s objectives.
Empirical studies focusing on Islamic banking's impact on economic growth, opportunities and
challenges for Islamic banking adoption, particularly in emerging economies, including Ghana
were selected. After this selection process, 30 journal articles were retained for further analysis.

Articles unrelated to banking, opinion pieces, and research focusing exclusively on non-
financial aspects of Islamic finance.
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2.3 Data Extraction and Analysis

Data were extracted based on key themes, including adoption challenges, opportunities and
benefits, economic contributions, and regulatory considerations. The findings were categorized
into thematic areas to identify recurring patterns and gaps in the literature.

3.0 Results and Discussion

Prior to the in-depth presentation and discussion of the results, the results were classified into
thematic areas as presented in Table 1. The table categorizes the reviewed journal articles The
theme with the most focus is the challenges in the adoption of Islamic banking, with 9 papers
discussing barriers such as regulatory, market, and perception-based challenges. The second
most discussed theme, opportunities and economic benefits of Islamic banking, appears in 8
papers, highlighting how Islamic banking contributes to financial inclusion, economic growth,
and stability. Success stories in Islamic banking implementation are covered in 7 papers,
showcasing case studies of successful adoption in various countries. Finally, 6 papers provide
policy recommendations, focusing on necessary reforms and regulatory frameworks to foster
Islamic banking adoption.

Table 2 presents the most cited articles in the field of Islamic banking, showcasing influential
works that have shaped the discourse. The highest-cited paper, Islamic vs. Conventional
Banking: Business Model, Efficiency, and Stability by Beck et al. (2013), has over 2,500
citations, emphasizing Islamic banking's stability and efficiency compared to conventional
models. Other highly cited works, such as The Effects of the Global Crisis on Islamic and
Conventional Banks (Hasan & Dridi, 2011), and The Principles of Islamic Finance and
Economic Justice (Chapra, 2008), reinforce the resilience of Islamic banking during financial
crises. These studies provide significant insights into the role of Islamic banking in ensuring
financial stability and supporting economic growth, especially in post-crisis economies.

Table 3 analyzes the country-specific focus of the reviewed papers from developing economies,
revealing key insights on the state of Islamic banking in various regions. In Ghana, 6 papers
discuss challenges such as low public awareness, a limited range of Sharia-compliant banking
products, and the absence of a dedicated regulatory framework, all of which hinder adoption.
Nigeria has 5 papers discussing the positive impact of government-backed policies on market
penetration and the expansion of Islamic banking. Malaysia, with 4 papers, is noted for its
successful dual banking system, where Islamic finance policies have led to significant sector
growth. Kenya & Uganda (3 papers) are highlighted for their regulatory uncertainty and gaps
in financial literacy, slowing Islamic banking adoption. Lastly, Turkey & Indonesia (3 papers)
demonstrate the success of government-driven initiatives like Sukuk and fintech integration in
enhancing financial inclusion.

3.1 Classification of Papers Based on Research Themes
The reviewed journal articles are categorized into four key themes that dominate the discourse
on Islamic banking and finance:
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Table 1: Thematic classification of the papers reviewed

Number of
Theme tmbero Key Focus
Papers
. . Examines the barriers to th th of
Challenges in the Adoption of xam.l nes e' ar‘rlers (.) © BIOWHL©
. . 9 Islamic banking, including regulatory,
Islamic Banking )
market, and perception-based challenges.
. . Explores how Islamic banking contributes to
Opportunities and Economic o . .
) ) 8 financial inclusion, economic growth, and
Benefits of Islamic Banking o
stability.
Success Stories in Islamic . Analyzes case studies of successful Islamic
Banking Implementation banking adoption in different countries.
Suggests policy reforms and regulatory
Policy Recommendations 6 frameworks to facilitate Islamic banking

adoption in Ghana.

Source: Authors compilation, (2025)

Most studies focus on challenges in adoption (9 papers) and economic benefits (8 papers),

highlighting the key areas for policy intervention in Ghana.

3.1.1 Key Contributors and Citation Impact Analysis
To assess the most influential papers, articles were ranked based on citation count and their

impact on Islamic banking research.

Table 2: Most cited articles on Islamic Banking

Author(s) Paper Title Year Journal Citation
Count
Beck, T., Demirgiic- Islamic vs. Conventional Banking: Journal of Bankin
Kunt, A., & Business Model, Efficiency, and 2013 . 8 2500+
. & Finance
Merrouche, O. Stability
Hasan, M., & Dridi. The Effects of the Gl'obal Crisis on ‘
I Islamic and Conventional Banks: 2011 IMF Working Paper 700+
' A Comparative Study
Chapra, M. U The Principl?s of Is‘lamic Finance 2008 Journal (?f Islamic 00+
and Economic Justice Economics
Rosly. S. A. Sharia Compliance and the Way 2010 International Journal 00+
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Noor, M. N.,, & How Does Islamic Banking 2020 Islamic Economic
Tohirin, A. Support Economic Growth? Studies 300+

J 1 of Islami
Islamic Banking and Economic ournal ol 1slamic

Tabash, M. 1., & _ .. . Economics,
Dhankar, R. S. Growth: An Empirical Evidence 2014 Banking, and 250+
from Qatar .
Finance
Islamic Banking Credit and .
C le, G. M., & J 1 of Isl
apora’e, ’ Economic Growth: Some 2018 onTiaT Ol ISamie 200+

Helmi, M. H. . . E i
e Empirical Evidence COMOMIES

Source: Authors Compilation, (2025)
Highly cited papers (above 500 citations) primarily focus on Islamic banking s stability, ethical
principles, and resilience during financial crises, reinforcing the argument for its adoption in

Ghana.

3.1.2 Analysis of Islamic Banking in Ghana vs. Other Countries
To position Ghana’s Islamic banking sector within an international framework, studies were
analyzed based on their regional focus.

Table 3: Country-based assessment of papers reviewed.

Number of

Country/Regi
ountry/Region Papers

Key Insights

Low public awareness, limited Sharia-compliant banking
Ghana 6 products, and lack of dedicated regulatory framework
hinder adoption.

Government-backed policies have expanded Islamic

Nigeria 5 . . .
banking, allowing for greater market penetration.

Malaysia 4 Successful flgal banking systgm with dedicated Islamic
finance policies supports rapid sector growth.

Kenya & Uganda 3 Regulatory 1'1ncerta'1nty and ﬁnan01al literacy gaps slow
down Islamic banking adoption.

Turkey & 3 Government-driven Sukuk (Islamic bonds) and fintech

Indonesia integration have enhanced financial inclusion.

Source: Authors Compilation, (2025)
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Ghana shares similar regulatory and public awareness challenges with Kenya and Uganda,
while Nigeria, Malaysia, and Indonesia demonstrate effective policy models for Islamic
banking growth.

3.2 Results and Discussion on Relevant Themes

3.2.1 Evolution and Background of Islamic Banking

Islamic banking has its roots in the early Islamic era, where trade and financial transactions
were governed by ethical principles and profit-sharing arrangements. These foundational
practices, emphasizing fairness and transparency, have evolved over time into the structured
framework that defines modern Islamic banking (Abdul-Wahab & Abdul Razak, 2020;
Faizullah, 2009; Zulhilmi, 2024). A significant milestone in this evolution was the
establishment of the Mit Ghamr Savings Bank in Egypt in 1963 by Ahmad El-Naggar, marking
the inception of contemporary Islamic financial practices (Alhassan & Asutey, 2019). This was
followed by the founding of the Islamic Development Bank in 1975 and the Dubai Islamic
Bank in 1979, both of which played pivotal roles in shaping the modern landscape of Islamic
finance (Gyasi & Mbawuni, n.d).

Over the decades, countries such as Malaysia and Pakistan have further formalized Islamic
banking regulations, contributing to its global expansion and success (Igbal & Mirakhor, 2011;
Ibrahim & Yatoo, 2021). These developments illustrate how principles such as the prohibition
of riba (interest), the emphasis on risk-sharing, and the insistence on asset-backed financing
have underpinned sustainable growth and financial resilience across diverse economic
environments.

Understanding this historical evolution is critical as it offers valuable lessons for Ghana. By
examining how Islamic banking has successfully integrated ethical finance principles in
various contexts, policymakers and financial institutions in Ghana can glean insights into
structuring a robust Islamic banking framework. Such a framework has the potential to address
contemporary challenges ranging from high borrowing costs to gaps in financial inclusion and
support sustainable economic development (Ibrahim & Yatoo, 2021).

3.2.2 Challenges in the Adoption of Islamic Banking
The challenges associated with adopting Islamic banking in Ghana and other countries can be
broadly categorized into pre-adoption and operational hurdles.

Pre-adoption Challenges

Before Islamic banking can be implemented, several foundational issues must be
addressed. In Ghana, the absence of specialized Islamic banking laws and
comprehensive policies has significantly constrained the development of Sharia-
compliant products (Ibrahim & Yatoo, 2021; Mbawuni & Gyasi, 2019). This regulatory
gap is compounded by low public awareness and widespread misconceptions about
Islamic finance among both Muslims and non-Muslims (Abdul-Wahab & Abdul Razak,
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2020). A similar regulatory uncertainty has been observed in Nigeria, where the lack of
an integrated Islamic banking framework has hindered growth despite a significant
Muslim population (Sanusi, 2011). In Uganda, the slow pace of regulatory reforms has
delayed the full operationalization of Islamic banking, even after receiving official
approval, further highlighting the need for foundational policy support (Tumusiime-
Mutebile, 2016). Additionally, scepticism regarding the compatibility of Islamic
finance with existing financial structures has contributed to a general reluctance among
stakeholders across several African economies (Brew, 2015).

Operational Challenges

Once Islamic banking is established, several operational challenges emerge. In Kenya,
despite efforts to integrate Islamic banking into the conventional financial system, the
shortage of trained professionals and the absence of standardized regulatory structures
continue to impede progress (Mwangi, 2017). South Africa faces similar issues where
the dominance of conventional financial institutions and the limited availability of
Sharia-compliant products restrict consumer adoption (Jeeva, S. 2020). In Asia, even
countries with well-developed regulatory frameworks such as Malaysia and Indonesia
confront operational challenges. Malaysia’s robust system contends with fierce
competition from conventional banks and the ongoing need to innovate Sharia-
compliant products (Rosly, 2010). In Indonesia, low awareness and the overwhelming
presence of conventional financial institutions limit the expansion of Islamic banking
services (Ascarya, 2017). Pakistan also struggles with regulatory inconsistencies and a
lack of standardization among Islamic banking institutions, which hampers its overall
growth (Ahmad & Hassan, 2020).

Furthermore, even global leaders in Islamic finance encounter operational hurdles. In
the United Arab Emirates (UAE), intense competition between Islamic and
conventional banks, coupled with the urgent need for digital transformation in Sharia-
compliant services, poses significant challenges (Khan & Bhatti, 2020). Saudi Arabia,
despite its predominantly Islamic banking sector, must navigate complex regulatory
environments and adapt to evolving international banking standards (Alharbi, 2016).
Turkey has experienced difficulties due to fluctuating government policies and
challenges in integrating participation (Islamic) banks into its broader financial system
(Yildirim & Ocal, 2019). Similarly, Qatar, while recognized as a key player in Islamic
banking, faces market saturation and increasing competition from other Gulf
Cooperation Council (GCC) countries (Hasan & Dridi, 2011).

In summary, overcoming both pre-adoption and operational challenges is essential for
the successful implementation and expansion of Islamic banking in Ghana. Addressing
regulatory gaps, enhancing public awareness, and fostering a supportive ecosystem are
critical steps toward building a robust and inclusive Islamic financial system that can
meet contemporary economic needs.
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3.3 Opportunities and Economic Benefits of Islamic Banking

Islamic banking offers a compelling opportunity for Ghana to diversify its financing sources,
foster greater financial inclusion, and promote sustainable economic development by drawing
on a range of international experiences. This model not only provides alternative channels for
financing such as the issuance of Sukuk (Islamic bonds) but also integrates risk-sharing
mechanisms and ethical investment practices that can contribute to economic resilience.

For instance, in Nigeria, the issuance of a sovereign Sukuk worth approximately $500 million
in 2019 underscored the capacity of Sharia-compliant financing to mobilize substantial funds
for large-scale infrastructure projects. The Central Bank of Nigeria (2021) reported that such
initiatives led to a 5% increase in credit access in predominantly Muslim regions, thereby
contributing to economic stability and growth.

In Kenya, the introduction of Islamic banking windows in major banks resulted in a 7%
increase in SME financing between 2018 and 2021 (Kariuki, 2019). This success not only
positioned Kenya as a regional hub for attracting investments from the Middle East and North
Africa (MENA) region but also showcased the benefits of integrating ethical, risk-sharing
financial products that cater to underserved segments of the market.

Asian experiences further illustrate these opportunities. In Malaysia, Islamic banking assets
doubled from RM200 billion in 2010 to over RM400 billion by 2020, as reported by Bank
Negara Malaysia (2021). This impressive growth fuelled credit expansion and supported vital
infrastructure projects, underpinned by a comprehensive regulatory framework and continuous
innovation in Sharia-compliant products. Similarly, in Indonesia, innovative Islamic
microfinance initiatives contributed to a 15% improvement in access to banking services
among underserved populations over the past decade (Indonesian Financial Services Authority,
2020), highlighting the model’s potential to empower SMEs and enhance financial inclusion.

Beyond infrastructure and SME financing, the ethical and risk-sharing principles inherent in
Islamic banking foster a more resilient financial system. In the United Arab Emirates (UAE),
for example, Sharia-compliant investment products attracted over $1 billion in inflows in 2020,
reflecting robust investor confidence in the sector and its ability to provide more stable, long-
term investments (Khan & Bhatti, 2008). In Saudi Arabia, integrating fintech solutions into
Islamic banking operations improved transaction efficiency by 10%, reinforcing the sector's
adaptability and resilience in the face of evolving global standards (Alharbi, 2016).

Emerging markets such as Turkey and Qatar further demonstrate the multifaceted benefits of
Islamic finance. Turkey's government-backed Sukuk issuances have grown at an annual rate of
8% between 2017 and 2020, channelling funds into critical infrastructure development
(Yildirim & Ocal, 2019). Meanwhile, Qatar’s Islamic banking sector has expanded by 12%
annually, attracting significant investments from Asia and other Gulf Cooperation Council
(GCC) countries (Hasan & Dridi, 2011). Additionally, GCC nations like Kuwait and Bahrain
have effectively diversified their financial markets through Islamic finance, with Bahrain's
Islamic banking sector growing at an annual rate of 9% (Hassan & Lewis (2007).
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For Ghana, these international case studies offer concrete evidence of how Islamic banking can
serve as a robust alternative to traditional interest-based financing. By establishing a supportive
regulatory framework and investing in targeted consumer education, Ghana could leverage
alternative financing channels not only to reduce its reliance on high-cost borrowing but also
to enhance financial inclusion among underserved communities. Moreover, the inherent risk-
sharing and ethical investment practices of Islamic banking can contribute to a more resilient
financial system, ultimately stimulating economic growth and diversification in line with
global trends in responsible and sustainable finance (Ahmed & Muneeza, 2021; Mbawuni &
Gyasi, 2019).

In summary, Islamic banking presents a multifaceted opportunity for Ghana to transform its
financial ecosystem. By diversifying its financing sources, the nation can reduce its reliance on
costly, interest-based borrowing and tap into alternative channels like Sukuk issuance for
funding infrastructure and SME development. Moreover, the risk-sharing mechanisms and
ethical investment practices inherent in Islamic finance can enhance financial inclusion, foster
sustainable economic growth, and attract foreign direct investment. Drawing on international
experiences from Nigeria, Kenya, Malaysia, Indonesia, the UAE, Saudi Arabia, Turkey, Qatar,
and GCC nations like Kuwait and Bahrain, Ghana can build a resilient, inclusive, and
innovative financial system that supports long-term economic stability and prosperity.

3.4 Success Stories in Islamic Banking Implementation

This section examines success stories from Nigeria, Malaysia, Indonesia, the United Arab
Emirates, Saudi Arabia, Turkey, Qatar, and Bangladesh each offering valuable insights other
developing economies like Ghana which seeks to implement Islamic banking.

Beyond Ghana, other countries have faced similar challenges in adopting Islamic banking. In
Nigeria, initial resistance was met with regulatory reforms that enabled the establishment of
Islamic banking windows within conventional banks (Muhammad & Dauda, 2023). Malaysia,
which has one of the most developed Islamic banking sectors, overcame early adoption hurdles
by integrating Islamic finance education into its academic institutions and providing strong
government support (Ledhem & Mekidiche, 2019). Indonesia also tackled regulatory and
public awareness issues by launching extensive educational campaigns and engaging Islamic
scholars to clarify misconceptions about Islamic finance (Ascarya, 2017).

Contrary to the Nigeria experience, countries, such as the United Arab Emirates (UAE) and
Saudi Arabia, successfully adopted Islamic banking with minimal challenges. The UAE
established a supportive regulatory environment early on, allowing Islamic banks to thrive
alongside conventional banks while ensuring compliance with global financial standards (Al-
Amine, 2016). Saudi Arabia, where Islamic finance is deeply embedded in the financial system,
has leveraged its natural alignment with Sharia principles to build a robust Islamic banking
sector with strong consumer acceptance (Dusuki & Abdullah, 2012). Both countries benefited
from government-backed initiatives and widespread public awareness, which facilitated
smooth integration into their economies. Their success demonstrates that a well-structured
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regulatory framework, government commitment, and consumer education are essential for the
seamless adoption of Islamic banking.

Other countries, such as Turkey and Qatar, have also seen significant success in Islamic
banking. Turkey implemented Islamic banking within a dual banking system, allowing
participation banks to coexist with conventional banks while benefiting from strong regulatory
oversight (Asutay,2013). Qatar, on the other hand, has established a robust Islamic financial
ecosystem by mandating that conventional banks separate their Islamic banking operations,
ensuring strict compliance with Sharia principles (Alharbi, 2016). These countries have
successfully attracted foreign investment, with Qatar's Islamic banking sector expanding due
to increased global demand for ethical financial services (Hassan, Rashid, & Shaikh, 2021).
Additionally, Bangladesh has demonstrated a unique model of Islamic banking expansion by
allowing Islamic microfinance institutions to provide financial services to underserved rural
populations, thereby enhancing financial inclusion (Rahman & Hussain, 2020).

3.5 Policy Recommendations for Ghana’s Islamic Banking Implementation
To enhance the role of Islamic banking in economic development and overcome adoption
challenges, policymakers should consider the following measures:

Islamic banking awareness should be improved through extensive public education.
Governments, financial institutions, and Islamic scholars should collaborate to educate the
public about the principles, misconceptions, and benefits of Islamic banking. This will require
intensive efforts using traditional media, social media, and other relevant communication
platforms (Mbawuni & Gyasi, 2019). Considering the fact that Ghana is a Christian dominated
country, effective public education would help clear the misconception about Islamic banking.
Increased advocacy efforts should also target financial institutions, regulators, policymakers,

and the public to dispel misconceptions and emphasize its economic and ethical benefits
(Abdul-Wahab & Abdul Razak, 2020).

Regulatory reforms are essential in ensuring the successful integration of Islamic banking in
Ghana. The Bank of Ghana should establish a dedicated legal framework that aligns Islamic
banking operations with existing financial sector regulations. Research on Ghana emphasizes
the need for clear guidelines and supervisory structures to regulate Islamic banking effectively
(Ibrahim & Yatoo, 2021). In addition, a phased approach, such as introducing Islamic banking
windows within conventional banks, can serve as an entry point before the establishment of
standalone Islamic banks. Studies on Ghana and Uganda suggest this model as a practical
strategy for integrating Islamic banking into emerging markets (Muhammad & Dauda, 2023).

To attract a broader customer base, branding and marketing strategies should emphasize the
ethical and financial benefits of Islamic banking rather than its religious foundation. Studies on
international markets indicate that non-religious branding of Islamic financial products
increases mainstream acceptance and enhances customer outreach (Alharbi, 2016).
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Ghana and other emerging markets can benefit significantly from knowledge transfer and
collaboration with established Islamic finance markets. International partnerships with
countries such as Malaysia, Indonesia, and Nigeria can provide valuable insights into
regulatory structures, operational frameworks, and best practices. Studies highlight Malaysia’s
dual banking system and the UK’s integration of Islamic financial services as key models
Ghana can learn from (Hassan, Rashid, & Shaikh, 2021). Moreover, Ghana can leverage
Nigeria’s experience, as the country has already implemented Islamic banking and navigated
some of the challenges Ghana currently faces (Muhammad & Dauda, 2023).

The development of intellectual capital and skill acquisition in Islamic banking must be
prioritized. Capacity-building programs should be introduced to develop the skills of banking
professionals in Sharia-compliant financial products, risk management, and regulatory
compliance. Training programs, workshops, and curriculum development should be
implemented to build expertise in Islamic finance among regulators, financial professionals,
and investors. The government of Ghana can collaborate with the Chartered Institute of
Bankers, Ghana (CIBG), and the National Banking College to facilitate the training of banking
professionals in line with Islamic banking principles (Ahmed & Muneeza, 2021).

Islamic banking also presents an opportunity for Ghana to diversify its financial sector and
enhance agricultural finance through Sharia-compliant models. Research suggests that the
country can adapt Partial Credit Guarantee (PCG) schemes, such as the Ghana Incentive-Based
Risk Sharing System for Agricultural Lending (GIRSAL), to offer Islamic financing for
farmers and agribusinesses. This model has proven successful in Nigeria and Bangladesh,
where Islamic microfinance institutions have provided financial inclusion to underserved rural
populations (Rahman & Hussain, 2020). Additionally, the introduction of Sukuk bonds can
serve as an alternative financing instrument to support infrastructure projects in Ghana, as
successfully implemented in Malaysia and Nigeria (Ahmed & Muneeza, 2021).

Ghana can successfully adopt Islamic banking by taking gradual, well-planned steps that
minimize risk and build stakeholder confidence. A phased approach should begin with pilot
programs, such as introducing Islamic banking windows within existing conventional banks,
before progressing to fully standalone Islamic banks. This strategy can be supported by targeted
regulatory reforms, capacity-building initiatives within the financial sector, and extensive
public sensitization efforts.

Drawing on the experiences of countries like Malaysia, Indonesia, the UAE, Saudi Arabia,
Turkey, Qatar, and Bangladesh, Ghana could first implement pilot projects to refine processes
and gauge market acceptance. Additionally, specialized training for banking professionals and
policymakers is essential to ensure a smooth transition into an Islamic banking framework.

Furthermore, Ghana should consider leveraging Sukuk as a financing tool for national
infrastructure projects, following successful examples from Malaysia and Nigeria. Establishing
collaborations with international financial institutions such as the Islamic Development Bank
(IsDB) would also facilitate the transfer of expertise and investment, reinforcing the country's
gradual move toward an Islamic banking model.
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4.0 Conclusion and Implications

This study is a meta-analysis of studies on Islamic banking. Banking industries in developing
economies are often faced with challenges such as liquidity pressures, non-performing loans
and credit risks, fiscal instability, and regulatory concerns. Islamic banking therefore provides
an avenue for mitigating these challenges. A systematic review of 30 relevant papers on Islamic
banking accompanied by content analysis methods served as the methodology for this study.
Four main themes emerged from the method used: that is, challenges in the adoption of Islamic
banking; opportunities and Economic benefits of Islamic banking, success stories in Islamic
banking implementation, and policy recommendations from previous studies. The results
revealed that, Islamic banking has consistently demonstrated its capacity to drive economic
growth by fostering financial inclusion, supporting infrastructure development, and promoting
ethical financing in diverse contexts such as Turkey, emerging economies, Nigeria, Indonesia,
and Qatar. Nonetheless, challenges including low public awareness, regulatory constraints, and
limited market penetration do persist, hence, must be effectively addressed to ensure its
successful implementation. The varied outcomes observed in Turkey and Kuwait underscore
the imperative for country-specific strategies that align Islamic banking with each nation’s
idiosyncratic economic and financial landscape.

Realizing the full potential of Islamic banking necessitates strategic policy interventions,
enhanced financial literacy initiatives, and robust regulatory frameworks. These measures will
empower Islamic banking to operate as a complementary financial system, thereby bolstering
economic stability and expanding access to financial services. The exemplary models of
Malaysia with its emphasis on public education, regulatory standardization, and market-driven
financial innovations and the United Kingdom with its successful sovereign Sukuk issuance
demonstrate how both Islamic and non-Islamic economies can diversify funding sources for
critical infrastructure development.

This study has implications for banks, policymakers, capital market and banking regulations
for developing economies. For Ghana, the adoption of Islamic banking, particularly through
Sukuk issuance for infrastructure financing, could substantially reinforce fiscal policy by
ensuring prudent capital allocation and facilitating asset-backed financing for essential projects
such as roads, industrial expansion, and commercial agriculture. By enabling conventional
banks to continue addressing micro and SME financing while leveraging Islamic banking for
large-scale government investments, Ghana can establish a dual banking system that enhances
financial sector resilience, promotes sustainable development, and catalyses long-term
economic growth. In this context, Ghana may consider following Malaysia’s example by
issuing Sukuk to finance critical infrastructure projects, thereby diversifying funding sources
and ensuring a more sustainable developmental trajectory.

Islamic banking, if adopted in Ghana, should be strategically positioned to complement fiscal
policy implementation at the macroeconomic level. Specifically, it should be leveraged to
finance large-scale government infrastructure projects, including the construction of roads,
industrial factories, commercial agricultural investments, housing developments, and other

15|Page



capital-intensive initiatives. This can be effectively achieved through Sukuk, or Islamic bonds,
which operate on the principles of asset-backed financing, ensuring that expenditures are
directly linked to tangible investments. Sukuk promotes fiscal discipline by aligning
government spending with actual economic assets, reducing the risk of unsustainable debt
accumulation. Meanwhile, the existing conventional banking sector should continue serving
the micro and private sector units, including SMEs and individual financial needs. This dual
banking model, where both conventional and Islamic banking systems coexist, can enhance
financial inclusion, diversify funding sources, and support overall economic growth.

Several countries have successfully utilized Sukuk to finance infrastructure development.
Malaysia, a global leader in Islamic finance, has extensively used Sukuk to fund transportation
infrastructure, including highways and airports. Indonesia has issued sovereign Sukuk to
finance public infrastructure such as toll roads, railways, and irrigation systems. Nigeria also
introduced Sukuk to fund major road projects across its six geopolitical zones, demonstrating
the viability of Islamic finance in African economies. The United Kingdom, despite not being
a predominantly Islamic country, issued a sovereign Sukuk to tap into alternative financing
sources for infrastructure development. These cases illustrate how Ghana could adopt a similar
approach, utilizing Sukuk to drive sustainable development while ensuring prudent financial
management and economic stability.

5.0 Limitations of the Study

Although this study provides significant and relevant findings on Islamic banking, it has certain
limitations. Firstly, only peer-reviewed journal articles were considered, while conference
papers, reports, and non-empirical studies were excluded. Additionally, studies published in
languages other than English were not included. These exclusions may have introduced a
selection bias, as the findings are skewed towards English-language academic sources.
However, similar approaches have been used in previous studies on Islamic banking, making
this limitation less significant. Secondly, Islamic banking has been a concept for decades, but
this study focuses on literature published between 2009 and 2023, potentially excluding earlier
research that could provide additional insights. This time frame was chosen due to the
availability of relevant studies within the period and to give more current insights that will
inspire the adoption of Islamic banking in developing economies, particularly Ghana.
Moreover, this study primarily examines the challenges, opportunities, and policy
considerations for Islamic banking, excluding broader issues such as the operational
performance of Islamic financial institutions. As a result, the findings should be interpreted
with caution, as they do not cover all aspects of Islamic banking.
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KEY DEFINITIONS

Islamic Finance:

A system of financial activities that complies with Islamic law (Shariah). It avoids elements
such as interest (riba), excessive uncertainty (gharar), and speculative behaviour, instead
emphasizing profit and loss sharing, asset-backed financing, and ethical investment.

Islamic Banking:

A subset of Islamic finance, Islamic banking refers to banking activities that adhere strictly to
Shariah principles. It operates by offering products and services structured around risk-sharing,
asset-based financing, and the prohibition of interest. Islamic banks provide alternatives to
conventional banking by using contracts like mudarabah and musharaka.

Shariah:

The body of Islamic law derived from the Quran and the teachings of Prophet Muhammad.
Shariah governs various aspects of a Muslim’s life, including financial transactions, ensuring
that all business practices adhere to ethical and moral guidelines.

Riba:

Often translated as interest or usury, riba is strictly prohibited in Islamic finance because it
involves predetermined returns on loans without any risk-sharing. The prohibition is based on
the belief that it can lead to exploitation and economic injustice.

Gharar:

Refers to excessive uncertainty or ambiguity in financial contracts. Gharar is discouraged in
Islamic finance because it can result in unjust enrichment and disputes, undermining
transparency and fairness in transactions.

Mudarabah:

A profit-sharing partnership where one party provides the capital (the investor) and the other
provides expertise and management (the entrepreneur). Profits are shared according to a pre-
agreed ratio, while losses are borne solely by the investor, unless due to negligence by the
managing partner.

Musharaka:

A joint venture partnership in which all partners contribute capital and share in both profits and
losses proportionally. Unlike mudarabah, each partner has an active role in managing the
venture.

Murabaha

A cost-plus financing arrangement where a bank purchases an asset and then sells it to the
customer at a marked-up price, with the payment deferred over time. This structure is used as
an alternative to conventional interest-based loans.

Ijara
A leasing contract where the bank buys an asset and leases it to a customer for a fixed rental
fee. [jara avoids interest by structuring the transaction as a lease rather than a loan.
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Sukuk

Often referred to as Islamic bonds, sukuk are financial certificates that represent an ownership
stake in a tangible asset, usufruct, or an investment project. Sukuk structures avoid interest
payments by providing returns derived from the asset’s performance.

Takaful

The Islamic alternative to conventional insurance. Takaful is based on mutual cooperation,
where participants contribute to a pooled fund used to support members in times of need,
following the principle of shared risk.

Profit and Loss Sharing

A core principle in Islamic finance, profit and loss sharing involves the equitable distribution
of returns and risks between the financier and the entrepreneur. This approach promotes
transparency, accountability, and ethical risk management.

Dual Banking System

A financial system in which both Islamic and conventional banks operate side by side. This
system allows consumers to choose banking services that align with their ethical, religious, or
financial preferences.

Financial Inclusion

The process of ensuring that individuals and businesses, especially those in underserved
segments, have access to affordable and useful financial products and services. In the context
of Islamic banking, financial inclusion also emphasizes ethical and risk-sharing principles to
support social and economic development.
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