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The objective of the study as stated in section 5 is to determine the feasibility of implementing salam contract in the banking business involving agricultural finance in Malaysia. The work attempts to suggest the effective, practical and efficient model that can be used in financing the agriculture sect or by may of examining the risk taking and risk avoidance characters of salam participants. 


The other aim of the paper is to study the degree of risk taking from both the demand and the supplier of the finance. The paper is consists of 12 sections. Section one is the introduction, in section 2 food production in Malaysia is discussed. Section 3 is about the agriculture. Bank of Malaysia and its role to encourage the food agriculture the through soft loans. Salam as Mode of finance is discussed in section (4). Section (6) is for scope and limitation of study. The rules and condition of valid salam contract is specified in section (7). Section 8 discussed model of the empirical study which based on s survey conducted on the supplier i.e. farmer as the seller and the agriculture bank as the buyer of the products. The purpose of the empirical study is to measure the degree of the risk-taking behavior of the two parties and their acceptance to use Salam as a mode of finance.


Section (9) reveal preference of farmers on the terms of salam financing, such as their willingness to take, its price risk or quality risk, and the cost of finance, and to secure it through a collateral. Section (10) reveals bank preference to take Salam contract risk.


Since price volatility and climate change may disrupt agriculture production, the salam contract may be not attractive enough to garner confidence, salam finance – Bank Pertain Model, is introduced in section (11) where the writer suggest that (BERNAS) (a government – owned rice wholesales) can be the third party buyer, where a minimum price of the product i.e. rice is guaranteed and it acts as a buyer of last resort and the by this price volatility can be eliminated.


In section (12) the writer concludes that this model is only unique for Malaysia, since rice is a controlled item.


I find the paper is informative and very interesting for these reason:

1-
The Islamic economics research and studies are poor in applied and empirical studies, this paper can fill part of the gap in this area.

2-
The paper highlights the gap and the deviation between the theory and the practice of Islamic banking and it measures this deviation quantitatively.

3- The study sows that Islamic banks (represented here by (BPM) manager) are very far from Islamic banking model and values as the study considers that one critical task of Islamic banking movement is to ensure that behavior of finance providers and users complies with the Quranic Spirit of justice ([adl) and mutual – aid (ta[awun) and the spirit of (fiqh) regulations and restriction.

4
The study shows that nearly have of the respondents(bank) are not willing to take risk, this contradicts of on of transaction shari[ah legal maxim i.e., (al-ghunm bil al-ghorm).

5
The study shows that an important Islamic bank’ aim is to secure the principal of its finance, as 80% of respondents agree that collateral is required to secure the finance (in this case salam’s contract), 75.6% agree that the bank must find a ready third party buyer before executing the salam’s contract, and 68.9% agree that this must be done prior to Salam contract with supplier’s formers.

6
To avoid rate of return risk (quasi interest rate risk) 48.9% of the respondent agree that contract must be void if the former fail to meet the delivery date, and 75.6% of them agree that if the items fail to meet the quality specification, they must be rejected 62.2% of them agree that lower quality items must be compensated by larger quantities in return. This is in contradiction to fiqh terms and conditional salam.


From the above conclusion can be made that, driven by profit motive, by the influence of conventional banks, and by the training of the management of Islamic banks, which usually, done in conventional banking institute, most of Islamic banks practice are far from the theory and the model of Islamic banking which based on musharakah and mudarabah as mode of finance. The Islamic banks today have rationalized quasi interest base mode of finance such as al-murabahah, bay mu’ajjal, financial leasing, salam, istisna[, they used bay al-dayn, bay al-ina, al-twarq, and anthers legal trick (heela) to develop Islamic financial products which have Islamic transaction name and the spirit and the functions of interest base transaction. These products are designed to satisfy customer demand to Islamic product and to offer the same advantage of the interest rate product such as guarantee of the principle and fixed rate of return, with low or no risk. There product preempted the Islamic banking and finance from its role and functions, which suppose to be driving force to economic activities of the man in his duty to perform his job as (khalifa) vice gerent in this world.

7
The study shows that salam, contract is needed by farmers to secure the initial capital to start his project, as 97.8% of responders (farmer) on the statement, and to hedge the rice price 71.1% of them are willing to take the risk of accepting potential loss if the price upon delivery is higher than the salam price. But as they use to government aid they are not writing to pay the cost of finance and accept Salam price lower that the current price, and they are not willing to incur loss if bank reject the items due to inferior quality.

8
The study shows that, collective work must be done by research centers and Islamic financial institutions, to develop Islamic financial products, which meet user needs and preferences, and at the same time complies with shari[ah regulations and restrictions, and achieve the Islamic objective of using wealth.
* Former Deputy Director, Centre for Research in Islamic Economics, King Abdul Aziz University, Jeddah, Saudi Arabia.
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