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ABSTRACT

The economy of Sudan depends mostly on Agricultural production. That is
why, the government is greatly concerned in the development of the agricultural
sector. This concern is represented in the provision of the required finance by
directing most of the working banks resources to the agricultural sectors which is
considered as a priority sector. In spite of this direction it is observed that the
percentage of finance directed towards agricultural production did not reach the

desired level.

The Salam mode of finance is considered as one type of agricultural financing
recently adopted in Sudan. Salam as a term is the advancement of capital and
postponement of the delivery of the sold item or product in any contract of sale. It is
worth mentioning that in the case of Salam the bank is repaid in crops at a
predetermined price.

The adoption of the Salam finance along with other Islamic Financing Modes
started at 1992 .It was observed that the size of finance given by banks to
agricultural production in the form of Salam is small. The problem of this study is
pivoted in studying why does the Sudanese commercial banks refrain from Salam
finance. This study aims at evaluating this experience, knowing its success or failure
in achieving the desired goals and trying to solve those problems along with
studying the amount of finance given as Salam and its impact on the Agricultural
Sector .

The following hypotheses are derived:

1 — The high degree of risk related to agricultural investment is the main reason for

this refrain,

2 — This refrain caused the banks to direct most of their money to other modes of

finance,

3 — The small size of Salam finance given, had participated along with other factors

in the growth of the agricultural sector and the economy,

The methodology used is the descriptive and analytical statistics approach.



The study starts with an introduction to both Agricultural Finance Modes and
Salam Mode, and studying the nature of Islamic Banking as against Traditional
Banking. The Study tests a sample of seven Sudanese Islamic Commercial Banks
and evaluates their experience through comparing profits with bad debts and
comparing the funds given as Salam to other forms of Islamic finance in the period
from 1993 to 1999.

One of the most important findings of the study was that Banks do not prefer
the Salam finance due to its high uncertainty. And not withstanding the weak
amount of funds given as Salam, the banks have participated in the enhancement of
economical growth through advancing the agricultural sector.

In the light of the findings of the study, the following recommendations where
suggested:

1 — Determination of a fair price to both bank and farmer,

2 - Increasing the bank staff’s know-how about Salam and training,

3 - The establishment of effective distribution and marketing channels for the

goods involved,
4 - The establishment of an Agricultural Credit Insurance Fund.

All the above was accomplished through five chapters. In Chapter one the
general frame work of the research is verified, hypotheses are derived and the
importance and aim of the study are stated. Chapter two tackles the theoretical
framework of finance and Investment. Agricultural financing is defined and
problems of agricultural financing in Sudan are determined in this chapter. Also the
most important bases of bank financing in Traditional and Islamic Banks are stated.
Chapter three tackles the theoretical and practical frame work of Salam finance. The
Salam mode of finance is defined in this chapter along with studying the Salam
contract and its practical application. Chapter four relates some encounters of
Sudanese banks with Salam Finance. Chapter five reaches to conclusions and gives

recommendations.



