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Abstract

In Thailand the first Islamic Bank has offered full services since 2002. Both transaction
and banking business have been operated under Islamic principles which are devoid of the retumns in
terms of bank interest or any investment in business that is against Islamic religious rules. The
purposes of this research were to study both the business owners and households’ need in using
services provided by the Islamic Bank.

From multi-stage sampling, 300 business owners with five employees or more, and 1,000
households were selected from the southern border provinces. These subjects were interviewed
during February and April 2004. It was found that approximately half of them (49 percent) owned a
trading business followed by services business (30.3 percent), and 20.7 percent were producers. In
the past one year period, business owners had an average income ff 792_,158 baht/year and the
average household income of 29,507 baht/month. They used cash t;_buy assets in the category of
machinery and producing equipment, car or vehicles, goods, raw material and office equipment but
they borrowed or got a loan from a bank to buy buildings and land. Most business owners invested
or deposited their surplus money that was not needed for the busincss everyday with Krung Thai
Bank, and Government Savings Bank, respectively. The type of account that most business owners
had was savings account followed by current account. In addition, some business owners deposited
their money with Bumi Putra Bank and Bank Islam in Malaysia. Almost all the business owners
{99.7 percent) were interested in the goods or services or Islamic Bank. The type of services they
were most interested in was long term finance followed by working capital finance, cash
management, real estate, foreign exchange, custodial, venture capitals, syndications, guarantees,
multi-purpose funds, trade finance, government bonds, equity fund, and commodities, respectively.
Eighty-two point three percent (82.3%) of the business owners were willing to pay higher fees to
Islamic Bank than to conventional banks. The business owners who were willing to pay higher fees
to Islamic Bank, were married, males, older, could speak Thai better, owned services business,
trading, with a higher household income, and had a lower level of education than those business

owners who were not willing to pay higher fees to Islamic Bank.



Regarding the data obtained from interviewing at the household level, it was found that
most of the population were the owners of small-scale business with less than five employees (31.7
percent) followed by government servants (23.5 percent), employees for odd jobs (15.6 percent),
farming/fishing (9.5 percent), etc., respectively. One point two percent (1.2%) of the population
deposited their money in both Thailand and Malaysia. The most popular bank in Thailand were
Krung Thai Bank followed by Government Savings Bank, and Bangkok Bank, respectively. In
Malaysia, they deposited their money with Bumi Putra, Malayan Banking, and Bank Islam. They
used their family cash to buy assets such as houses, electrical appliances, cars, and pay for items
requiring much money such as education for their children and a haj. They borrowed or got a loan
from a bank and re-financed their assets such as houses, cars and electrical appliances. Ninety-four
point six percent (94.6%) of the population wanted to deposit their money with Islamic Bank even
though the returns were lower than those from conventional banks. The population who wanted to
depoéit their money with Islamic Bank were more females than males, married, could speak Thai
well, with an occupation other than business, with higher household income/month, and had less

education than those who did not want to deposit their money with Islamic Bank.



