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Abstract

As a hybrid concept between Islamic finance and microfinance, Islamic
microfinance is a financial innovation that provides Shariah compliant financial
service to low income Muslims. Experiences from many countries shows that
Islamic microfinance plays an important role in helping low income Muslim gain
access to funds for small business investments, which in the long run will
generate higher income for the borrower. This research aims to study models of
Islamic microfinance practices abroad, as well as, needs and concerns of the
preexisting Islamic microfinance institutions in Thailand in order to come up
with policy recommendations on the promotion of Islamic microfinance in

Thailand.

From a survey of 110 Islamic microfinance institutions in Thailand, it is
found that most Islamic microfinance institutions in Thailand do not have issue
about legal status. However, it is found that the main objective of those Islamic
microfinance institutions were not savings. Government should encourage an
establishment of Islamic microfinance institutions in the form of village fund or
cooperatives and encourage the objective of savings which would build
financial discipline which is key for long term sustainability of the institutions.
Moreover, one of the ways to support the operation of Islamic microfinance
institutions is to set up partnerships between those institutions and
government-owned Special Financial Institutions (SFls), especially the Islamic
Bank of Thailand. Acting as partner institutions, SFls could give both financial
assistance and managerial technical assistance to Islamic microfinance
institutions. In addition, with an internal Shariah Board within the bank, Islamic
Bank of Thailand could offer Shariah guidelines to the Islamic microfinance

institutions.



