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Abstract

In Turkey, the dual banking system, which comprises Islamic participation banking and conventional banking,
possesses a distinct structure compared to other countries with Islamic banking operations, as it is governed by the
same set of regulations. Within the financial system, traditional banking and participation banking exhibit different
attributes. Hence, it is crucial to analyze the influence of Turkey’s dual banking system on economic growth
through the credits they extend. This study seeks to explore the impact of credits provided by both participation
and conventional banks in Turkey on economic growth, employing the ARDL method. The findings reveal that
the credits provided by conventional banks have a detrimental effect on growth, whereas participation banks’
credits exert a positive influence. The study suggests that conventional banks should prioritize extending credit to
the real sector, benefiting economic growth, rather than focusing solely on consumer loans. Additionally,
supporting participation banks is essential for overall economic development.
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