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Success of Islamic Modes in Microfinance:
The Experience of the Family Bank (Sudan)

Essam Mohamed Ali Laithi

Abstract

Many scholars and theorists in the field of Islamic Finance consider Microfinance
as the best method to achieve the core goals of Islamic finance to realizing
redistribution of wealth and opportunities. Microfinance meets the needs of poorer
segments of the population who are outside the scope of access to official financial
services. It also works to include these segments among the beneficiaries of this
important and vital sector to achieve what is known as the principle of Financial
Inclusiveness.

In contrast, many practitioners in the field of microfinance claim that Islamic
finance has achieved very modest success in the Islamic microfinance, especially in
comparison with the Conventional Microfinance. The reason in this aspect is the
Islamic Modes of microfinance as it represents the essence of the difference and
disagreement between conventional microfinance and Islamic Microfinance.

Practitioners believe that some of these Modes have obstacles that hinder the
possibility to actually be applied on the floor, others involve high costs which
reduce the feasibility of their use in the delivery of microfinance services to the
target groups.
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Accordingly, the objective of this paper is to consider the possibility of answering
the following questions:
- Are the Islamic Modes suitable to deliver microfinance services 72
-What are the elements of success of Islamic microfinance Modes ?
-What are the safeguards that are needed to deliver Islamic microfinance services
in a sustainable manner ?

All these raised questions would be answered through review and analysis of the
experience of the Family Bank (Sudan) in delivery of microfinance services to the
poor and its different segments, especially the segment of graduates.

This paper will be divided as follows: Section (1) is an introduction which sheds
light on the similarities and differences between Islamic microfinance and
conventional microfinance; Section (2) will be devoted to identify objectives of
Islamic Modes, alternatives used in Microfinance and criticism; Section (3)
displays and analyzes the experience of Family Bank; and Section (4) will consist
of conclusion and resolutions.
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Risk Management in Islamic Banking under Basel Standards
Tehrawi Asmaa & Ben Habib Abdul Razzaq
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Abstract

Banking and financial transactions have experienced in recent years a number of
significant changes, especially those related to financial liberalization policies
which were the main factor in financial and banking crises. Hence, the need arose
to develop mechanisms for risk management in all banking and financial
institutions including Islamic institutions.

Islamic financial services achieved over the past years a great success and
significant growth, and registered a strong presence in banking and financial
sector. Despite this growth, Islamic banking industry suffers, like traditional
banking in the Muslim world, from many obstacles and challenges related to risks
encountered in financial products and transactions management, particularly
investment risks and how to implement the international proposals of Basel.
Therefore, Islamic financial Industry is required to be more interested in
developing risk management system.

The paper studied the status of Islamic banking in the light of prudential standards
and the possibility of their application. The paper also examined the performance
of risk management in Al Baraka Banking Group and Kuwait Finance House.

Keywords: Islamic banking, risk management, Basel, performance and efficiency.



