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Abstract In universal system of economics, there is no God The principles of Islamic economics were based
involvement but in the Islamic systenthere is a role of God inthe  gn Quran and there is saying of Prophet that the basic
economic system. In banking and finance, the scholars of Islamic - principles of Islam on the development of welfare of all status
ecocrlmmlc_s fun(_jamentally believe there are no interest rates. '_I'he and ages through the economic integratidocording to the
modern financial system completely based on profitable with e qa| definiion of economics is to use available limited
interest rates. According to Islamicprinciples, the main aim of - _ . . .
banking and financial institutions to provide welfare of the resources in most eff_|C|ent manner. But in Islam, this universal
society without use of interest rates. This paper deals with definition of economics not applicable because the resources
understanding the concept of interest rates in Islam and explores drive from God and we cannot measure what Lord/iges
the ideas from many Islamic economistsn Islamic banking and ~ which cannot be limited (Rauf A. Azhar. 2010).
financial system. Economic output depends on togetherness of
shareholders, depositors, investors and borrowers as partners
and with capital and labor. Income generates from operations
of banks would be eqlip distribute among partners and it
I. INTRODUCTION reduces time of operations if it done contract together. These

. ) - rational principl ly n nl nkin r i
Islamic Bangkok and financial is ble to meet the need nge ational principles apply not only to banking sectors but it

introducing to the society. Allocation focuses of modern Iso uses in other sector of economy such as agriculture,
Ing Y- ) industrial, commercial as well &sternational financial affairs.
economic today. Economic as study ofoie looks at the

behavior of people in managing scarce resource. To manaIt is important to be with the principle of profitability without

. S interest is basic rule of Islamic banking (Kabir Hassan,
them well should require sound knowledge. When demsmn@”zhael Mahlknecht, .2011) g (
are made by sheer guesswork and connection an efficient way There |s conflii:tin opinions on interest amon
to allocate resources is hard to come by. as resources are Ps% mic econ 9 op 9

available in abundance it should be allocated with care omists scholars. Islam itself is the same in this
. . D . ' . regard and despite the vedic verses, saying of the Prophet
Islamic economic as a subject is relatively new in

. . . > . clearly categorically mention the concept of interest especiall
Thailand university but practically unknown in corporate y g y P P y

busin People mav have heard about Islamic bankin for when businesses based on investment. Under this principle,
usINess. meople may nave heard about Islamic ba 9 aB rties nvolve set profit margin or return on fixed amount

finance but has beelimited discussion on Islamic economic regardless of joint venture agreement so there is no fairness.

and many may th_mk that. .The same 'F trge fpr ISIamIqslam completely forbids on receiving of interest payments.
economic but Islamic economic as a discipline is still a baby. I{Saiful Azhar Rosly.2015)
has relied a lot on Islamic commercial law with its undue '
empnass %I;;he g:lc;?gltlogsic:ifor?Iltur%tryi)nterest is riba seem There are different Islamic school dfoughts
general p . . Juch as Hambali Hanafee Malikis and Sarfee still debate on
unchallenged today in view of the rapidly expending ISIam'cearning related interest. Some schools among them use their
banking services in Thailand. Islamic facilities are available iQ/iews in Southeast Asié and some are apolied in Middle East
most commercial merchant bank and finance companies. T $d Eur pe. However, some details are fnpatchiqg enough and
intebank money market r unsinaf n stilmi&)éiéibreiﬁg gp en &&gme kr@agsuch 4s'credit card and

\év:\lllslo Ir?::thlcin d?é;;/t:t: th(zji?b::ﬁosr?ctgmilr?tse. raSt(leJC?eli prg:gng?]l rofit on sales. Most of things related this concern from one of
P g 9 e Muslim country, Malaysia but there is no proper studied

business has seen some success. Despite thg go_od NEws cr %%I done the country like Thailand where Islamic economists
obrsecr)Vﬁr? S rie tSté" dwomjmg roin twihact ab?SIS l\r/1t:ar(-:éstN|Ss and barr}lfers arnmvotlvedrbotrﬂ irectly an indirectlﬁ(in theI o
P ' B ﬁkl?]g Hhd FiRahce Yectdr. Thid pap(¥¥ i fo'learn ﬁoallgdge

gxpectation .turns sour. People are mgde to ssume t.hat int.er %slamic Banking and Finance and use in existing system in
is equal to riba but they are not well informed what is behin hailand

the sanction why interest is equivalentriba (Saiful Azhar
Rosly, 2005)
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[I. OBJECTIVES OF THE REBARCH. society but without the principle of Islam economic interest
- To study and analyze the operational guideline<T€at€s Serious consequences to society as well.
in the areas related to the religious principles of From different ideas of economists, the system of
the Islamic financial institutions. interest tagprovide a platform for greedy financiers which is not
- To study the cause of the problem from manypossm_le in the perspective of Islam for 'taklrjg interest from
different opinions in light of the Islamic operation of business. Islamic economics is attempting to

Economics experts. create an honorable life with fundamental of economy which
- To understand the problems of knowing the€qually observes wherfd goes with Islamic principles of
difference with outcom. morality. _ _
The value system does not work in modern economic
I1l. THE RESULT IS EXPECTE TO BE COMPLETED WHEN THE system which is totally contradiction with Islamic based
OPERATION IS CONCREE AND INDICATORS OFTHE PROJECT TO  definition of interest. From ethical economics perspective, it is
BE SUCCEEDED necessary to adopt the Islamic systef interest in the context
- To understand the guidelines in various fields such f'l met;f(w)alr;sm of modemn economics system (Rodney
principles of financial economics, and Islamic lison. )-
Banking. V1. CONFLICT ON THE PRINGPLE OF INTEREST INISLAM
- To wunderstand the causesf problems from ) o i )
differences in views of economists to people of Conflict occurs on the principle of interest in Islam
religion and the Islamic financial institutions. not du? o meaning or understangjmg of interesouign
- Acknowledge the defects occurred in the transactioﬁr."’mSlat'onS OT Quran done by different scholars. These
vague about serving with interest different meanings of interest create problem when it comes to

8ractice. In this way the subject of interest in Islam is

Acknowledge the problem about the arguments an . . .
9 b g ghallenglng to the Islamic economists.

the decisions are between people with comment

and services in the form of Islamic Finance. Business operationsn the Islamic financial
institutions consider the interpretation of the word of interest
I\V. THE RESEARCH CAN BE RPLIED TO THE FOLLOWNG from different views of the quoted scriptures. Al Qur'an and the
ORGANIZATIONS words of the prophet discover the cause and solution to the

valid transaction. The main the problerhIlslamic financial
institutions is that they do not reach proper understanding of
religious perspective during the time of implementation at the
executives of financial institutions for best performing.

The executive of financial institutions intend tofide
lending dividend is a cause of controversy because the lender

- Financial system of Commercial Bankwith the
international in Islamic perspective.
- Islamic Bank of Thailad
- Islamic Cooperatives
- The religious organizations related to business.
- Islamic fingnce credit groups that are not listed as Y atermines profitability.
i Egzggﬁg?;e.institutions in economics. business In financial institutions3 loans are like i_nvestment
administration, finance and banking ' anq t_here is no gua_rantee of profits occurs except_m the case of
' ) building even having proper treaent and survival. The
fundamental of marketing tells about satisfied investment runs
V. RESTRICTION OFMODERN FINANCIAL INTEREST INIsLam ~ ON loan plus interest which is strong argument of financial
) ) . . capitalism. Profits are in uncertain due to discrimination in
There are differences in opinions among Muslimg »nqactions. For example of Lamar industryhbdomestic and
scholars on the term of interest. Sometimes the term of inter&gka national business there is clear of interest but in realizing

interpret differently through their understandings and opinion,q vision it is unable to make it (Saiful, Azhar, Rosly 2005).
which use in existing Islamic finance systelinleads to an

interesting perspective to create economic consequenceyll. LEGAL THEORY OFINTEREST IN THEGLOBAL FINANCIAL
because odd transaction from the principles of Islam which is SYSTEM
cause of concern.

According to study of phi Al Pasco on the restrictions
of interest reveals that interest isotnthe principle of

The current economic structure determineteriest
and international financiers interpret the disproportionate
e : o . financial burden and ready to bear. Market mechanisms are
reconciliation. From this study fully verified the facts which defined by trade monopoly but Islam does not approve and
ment:lon ('jr? th.f) H_oly Q;Jran. Accc_)rdlng tlohlslam|_c |pr_|n0|_ple, theCreate remodel with adverse impact on capitalist economy but
equally _|strt|) utlofn 0 efconom:c V\f/eat ’I SO|CI|a Justice anOIdif“ficult to comply with Islamic principles. Adaptation makes a
revenue is best form of social reform. In lIslantoomic yigrarence in the system if apply directly to the market
interest is fully restricted and it leads to positive impact Orbperation of the product which is desirable to utilize that

controls banking system where lending interest rates generate
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works for capital marketswith broad impact. And also
exchange rates of all transactions that occur in the future.

The existing market system creates profound
i mpact on i ncomes’
monetary and fiscal policy. The monetary policglésigned to
create benefits for financial institutional actions to cut interest
rates or a reduction in the rate of profit to conduct business but
the Islamic economic system does not follow it. The Islamic
economic system is based on the property rigtitteeedom of
the occupant rather than capitalism and socialism. There are
differences between modern and Islamic for premiums
benefits.(Michael Davis, Andrew Stark 2001).

VIIl. CONCLUSION

The Conclusion has been drawn through the above
discussioron the basis of different perspectives on problems of
banking and finances from the arguments among scholars.
There should be proper transaction of progress by financial
institutions for the society as whole including system based on
Islamic principles. Asociety at large needs to understand the
term of interest especially Islamic perspective. The Islamic
economic system does not follow existing market system
which is fully commitment for monetary and fiscal policy and
at the same time Islamic economic teys is based on the
property right and freedom of the occupant rather than
capitalism and socialism. Business operations in the Islamic
financial institutions consider the interpretation of the word of
interest from different views of the quoted scripturiémally,
every perspective of business is important to offer social
inclusion based on principles of economics, banking and
Islamic finance.
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