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Abstract

The current research strives to investigate the role of non-interest-banking
in reducing the hidden economy in Islamic countries. The research problem
has been the controversial relationship between the role of Islamic banks
through their application of non-interest banking and their endeavor in
reducing the hidden economy and its negative effects on the economies of
Islamic countries. The objectives of the present research have been to
pinpoint the concept of the hidden economy, its forms in Islamic countries,
in addition to conducting a theoretical contrastive study focusing on the role
of the non-interest banking system in reducing such economy in Islamic
countries relying on previous studies and related researchers' efforts in this
vein. The current study has followed the descriptive approach.

The results reached at have indicated that the role of the non-interest
banking lies in reducing usury which is considered one of the facets of
hidden economy. The non-interest banking system has sought to spread the
principles and values of organized work, thus it has managed to reduce the
phenomenon of illegal work which is regarded one of the aspects of hidden
economy. On a different level, the non-interest banking system has been
able to direct investment into legal and goods services that serve the nation.
It has also made production go hand in hand within what is legally
permissible (Halal) and distancing from what is forbidden.

To sum up, it can be said that the non-interest banking system can play the
pivotal role of restraint to the spread of the hidden economy on the
condition that it receives adequate support from governments of Islamic
countries let alone of providing the appropriate ground for spreading the
teachings and principles of Islamic law as far as banking transactions in
Islamic countries are concerned.
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