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Abstract

The study aimed at determining the impact of cash flows in the Islamic banks efficiency by measuring
the impact of net cash flows from each of the major activities (operating, investing and financing
activities) in Islamic banks efficiency, in addition to measuring the impact of the liquidity ratio and
profitability ratio of operating cash flows on the efficiency of Islamic banks. The study sample consists
of 4 Islamic banks (Jordan Islamic Bank, Kuwait Finance House, Al Rajihi Bank, Qatar Islamic Bank).
The study period is for 10 years from 2006 to 2015. For the purpose of achieving the study objectives,
the cash flows from the major activities (operating, investing and financing activities), liquidity ratio and
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profitability ratio were selected as independent variables to study its impact on the efficiency of Islamic
banks as dependent variable measured by the costs efficiency and profits efficiency, taking into account
the size of the bank as control variable measured by the rate of change of total assets. The study
concludes that there is a significant effect of net cash flows from the major activities (operating, investing
and financing activities) on the costs efficiency and profits efficiency, the most significant impact was
from the net cash flows from operational activities, which underlines the importance of operational
activities. The study also shows that there is an impact of net cash flows from the operating activities to
total liabilities on the cost's efficiency and profits efficiency, while there is no significant impact of net
cash flows from the operating activities to dividends on banks efficiency. The study also shows that
there is an impact of net cash flows from the operating activities to net annual profits and net cash flows
from the operating activities to total assets on the profit's efficiency, while there is no significant impact
on costs efficiency. The study recommends that the banks that achieve negative operating cash flows
should identify the reasons that hamper the process of generating cash from operating activities in order
to avoid a shortage of liquidity in the future and avoid insolvency, with a focus on operational activities
of banks and linking their cash flows with liabilities to avoid credit risk and to ensure efficient utilization
of available funding sources. The study also recommends following flexible dividends policies by linking
the dividends with the operational efficiency of banks, in addition, periodic comparison of growth in bank
assets and available resources, and the bank ability to generate funds from operational activities, in
order to evaluate the bank ability to utilize the available resources to support its operating activities.

Keywords: Cash Flows, Operational Efficiency, Islamic Banks, Financing Activities, Cost Efficiency.
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