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<Abstract=>

Study on the governance system of Islamic finance institutions

- focused on Sharia governance of Islamic banks in Malaysia -

Sohn, Tae-Woo~

The concept of governance first started from the OECD, was transferred to BIS, and then
transferred to BNM. Sharia governance, the first priority at Islamic banks, is accountability to
God. The guidelines of Sharia mainly deal with Sharia compliance. Creating an internal control
framework for Sharia compliance is the way to in install a Sharia governance system.

Even though Sharia governance and accountability to God is first priority, the effectiveness of
governance will differ country by country, depending on the people.

Compared to governance ideas from the Western world, we are not knowledgeable about
expanded concepts of Sharia governance that would assist in the attainment of social justice and
welfare. In fact, those are the original goals of Islamic finance which differentiates it from a
simple profit seeking Western way of financing.

In essence, Sharia governance is one of the cornerstones that will determine how successful
Islamic finance will be in the years to come. It is in Sharia governance that we will find the
issue of whether Islamic finance is really Islamic or just a copy of Western type products with

Islamic wrappings.

Keywords : Sharia, Islamic law, Islamic finance, corporate governance, Sharia governance, Malaysia
Negara bank, Quran, Riba, Basel Committee on Banking Supervision, OECD

Principles of Corporate Governance

* Pusan National University, School of Law, law professor.
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