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Abstract

The constitution of Pakistan decalers it as an “Islamic Republic”and it is home to a
very strong religious educational system, consisting of thousands of religious

educational institutions with millions of graduates throughout the country.

A significant portion of teaching of the Quran and Sunnah relates to the economic,
business and financial matters. As per Sharia ruling by all schools of Figh,

conventional Banking based on element of interest (riba) is un-Islamic and there are

very strict warnings in Quran and Sunnah against such interest based business (Al- ..

Quran, 2:279). Thus religious opinion of majority of Pakistani population does not
support conventional banking. Therefore, an alternative interest free Islamic banking
system was developed as per the ruling of honorable Supreme Court of Pakistan in
December,1999. In an ideal situation, with availability of interest free banking,
majority of the Muslim clients should have opted for Islamic Banking, but public
response to Islamic Banking was much lower than anticipated expectations raising
questions on level of public confidence regarding the Shariah legitimacy of Islamic

banking.

The gap in understanding of Islamic finance has been identified both by researchers
and policy makers.To cover this gap the first question is to assess the knowledge of
Islamic religious institutions about contemporary Islamic finance system. This study
is conducted to assess the understanding of faculty and senior students of religious
institutions, regarding economic and financial teachings of Quran and Sunnah in
relation to Islamic banking. Study covers Pakistan’s all major Islamic school of
thoughts including Ahel e Sunnat (Deonabdi), Ahel e Sunnat (Beravli), Shia (Asna
Ashuri), Shia (Ismaili), Jamat e Islami , and Jamiat e Ahel e Hadees. Stratified
sampling of top religious institutions of seven major schools was conducted and 16
registered institutions were selected for this study. To ensure more factual results
randomly selected sample of 500 male and female faculty and students was used as
per their representation in these institutions, out of 280 received responses 241 were
finally included in the study. Out of which 205 were students and 36 were faculity

members of Deeni Mudaris.
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The Study will encourage economic focus in the curriculum of religious institutions
and will be helpful in developing cooperation and coordination among universities,
religious institutions and Islamic banks. It identifies the extent of gap of
understanding between Islamic religious institutions and contemporary institutions of
Islamic finance, thus it opens door for further research on methodologies, practices
and policies to cover this gap. Findings are shared with the all religious institutions
and their boards (Wafags) to underline importance of Islamic banking and finance in

their curriculam.
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h. A historical decision of Pakistan on Riba in 1991 where first time the Court
declared that Bank Interest is Riba and Harram in Islam.

i. In 1985 as un-Islamic Banks and other financial instauration went for an
appeal in the Shariat Appellate Bench of the Supreme Court of Pakistan.

jo In 1999 The Shariat Appellate Bench of the Supreme Court of Pakistan
rejected the appeal and law on interest banking ceased. To coup with this
situation, government constituted a commission, task forces and committees
to institutionalize and promote Islamic banking on parallel with conventional
banking system for gradual transformation of conventional banking in to

Islamic banking.

k. Unfortunately the United Bank Limited and the Government filed a suite and
asked for more time for Islamization of economy.

l. In 2001, State Bank of Pakistan set up the criteria for establishment of Islamic
commercial banks in private sector subsidiaries and also allowed branches of

existing commercial banks to conduct Islamic banking in the country.

m. In July 2002, The State Bank of Pakistan finally issued Islamic banking
License to start fulfillment of Islamic Banking in the Country, and the first
Islamic bank Meezan Bank Came in to exist in the history of Islamic Republic

of Pakistan.
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Chapter 3

LITERATURE REVIEW

Religious institutions are considered as an important social actor in around the globe.
Since Muslims represent more religion practicing population than any other religion,
in Islamic institutions majority of the population is directly or indirectly associated
with religious scholars for their guidance. A number of researches are available
regarding perception of customers’ satisfaction in bank selection criteria and
preferences.To date no specific research is available regarding the knowledge of
Graduates of Religious/Deeni Madaris about Islamic banking and financial matters,
but some research material is available regarding customer’s awareness/customers
satisfaction and employees of Islamic banks awareness about Islamic economics and
Islamic Banking and current contemporary Islamic Banking practices. This chapter
reviews the literature to understand the works of scholars in relation to religious
knowledge with adoption of Islamic Banking. Furhter, it discusses how researchers
established the relationship between customer satisfaction and their choice of Islamic
Banking. Finally it explores works on relationship of Religious Knowledge and

Practice with adoption of Islamic Banking.

3.1 Relationship of religious knowledge with adoption of

Islamic Banking

Hasan, Z. (2008), investigate the customer’s awareness level and customer’s service
utilization in Islamic banking. He found that customer awareness level has significant
impact on customer’s services utilization decisions and there is significant positive

relationship between customer’s awareness level and customers services utilization
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benefits of products and services of banks. Hegazy (1995) studied the comparison of

conventional and Islamic banks in demographic profiles of banks customers in
Egyptian. The results of this study revealed that religion was the main factor the
selection of Tslamic banks. He also found that quick service and efficiency of Islamic

banks that made it different from conventional banks.

A study conducted by Erol and El-Bdour (1989) reported that reputation of bank and
good quality service are the main factors for selection of barnks. Contrastly, from
religious point of view, it Vis not a major reason in selection that customers have
general knowledge about Islamic financial services .Erol et al. (1990) by using the
same data found that patronage factor of Islamic banks was different from the
conventional banks with pricing policy not due to religious cause. Haron, Ahmad, &
Planisek, (1994) have-discussed the differences in selection criteria of banks in
Muslim and non Muslims in Malaysia. The results concluded that religion didn’t
matter the main factor for selection of Islamic banks. The customers would shift due
to quality services of banks. Muslims and non Muslims had knowledge of Islamic
banking but unaware of financing modes used by Islamic banks. Hamid and Nordin
(2001) found that many customers had knowledge of Islamic banking products but
unable to différentiate Islamic and conventional banks product and services. Bley and
kuehn (2004) evaluated understanding of Islamic financial services and perception of
business students in United Arab Emirates including Arabic and non- Arabic Muslims
and concluded that the students preferred Islamic banking services because of

religious concern.

Eze, Thambiah, Santhapparaj and Arumugum (2011) conducted the study about
Islamic retail banking services awareness, perception, and preference of urban and

rural banking customers in Malaysia and reveled that there is lack of awareness
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among customers about Islamic retail banking. Therefore, there was no advantage in
using Islamic retail banking as compared to convectional banking. Both types of

customers preferred not to use Islamic banks due to cost factor.

According to Warde (2000) Islamic banking fulfilled the needs of customers and

filled the gap that is present’in the conventional banking system hence, gave good
reason to support the Islamic banking. Moreover, the attitudes of customers were
changing which resulted in phenomenal growth in the ethical banking and customers

refused the banking that encouraged the socially harmful activities.

Some of the studies attempted to compare Shariah nominated contracts with
contemporary contracts. Lewis (2009) found that the religion is most imminent factor
in the Islamic banking. Further he suggested that Islamic banking should distinguish
them in the mechanism of profit and loss sharing. Similar results were quoted by
Manzoor, Ageel, and Sattar (2010). Chong & Liu (2009) reported that the unique
feature of Islamic banking is profit and loss sharing but in practice it was neglected
and Islamic banks were operating much closer to the convectional banks deposits.
Firoozye (2009) argued that Islamic finance was a new industry but it had many risks
and that Islamic finance should have separate identity that would not lead to the

opinion that convectional method are correct and can be adopted.

3.2 Choice of Islamic Bank and Demographic and

Socioeconomic Characteristics

Zainuddin, Jahyd, and Ramayah (2004) evaluated the perception of customers of
Islamic and conventional banking and found that Islamic financial services were used

by the people of mature age and average income group while the non-users belongs
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to age group of less than thirty years and low income group. Farther, they considered

relationship and religion as important factors for the selection of Islamic banking. -=--

According to Metwally (2002), the demographic and socioeconomic characteristics
were found important for selection of Islamic banks in Qatar. People of mature age
and public employees preferred Islamic banking and well educated and young
professional favoring convectional banks. Research on Malaysian customers
conducted by Haque (2010) concluded that male respondents were more interested in

Islamic banking as compared to females.

3.3 Relationship of customer satisfaction with choice of
Islamic Banking

Khan, Z. (2014) has explored the selection criteria of Islamic Banking in Pakistan in
customer’s perspective. He found that optimistic relationship exist between customer
satisfaction and Islamic banking in Pakistan as customers using Islamic banking
products and services have shown a positive response to establish the fact that “they
get what they perceive”.

Imam Buchari, Ahmad Rafiki and Mahmood Abdullah Hadi Al Qassab (2014)

investigated the employee’s awareness and attitude towards Islamic banking products,

a study of Islamic bankers in Bahrain. The results show that 74% of the respondents

agree with the products offered by Islamic Banks. The concept of providing asset
backed loans in Islamic Bank is supported by 97% respondents, 95.10% were found
to be aware of use the deposits Banking.

Amir Razi (2011) conducted the comparative analysis of bankers, perception on
Islamic Banking in Pakistan. It was found that most of the respondents have positive
perceptions of the Islamic products and services. However, employees in Islamic

banks were found to be more optimistic than their counterparts. Based on the
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undesirable outcome in terms of the level of knowledge of employees in the Islamic
banking field, it was recommended that the banks’ management should take greater
initiative in providing their employees with sufficient knowledge and exposure to
rules of the Shariah and the especially principles governing Islamic banking.

Hasan, Z.(2008) have observed education of Islamic finance at the graduate level with
focus on existing levels and challenges. Policies concerning graduate Islamic finance
education have generally been tentative, rudimental:y and wayward. There is
mushrooming of private colleges including many bogus ones, with sub-standard
curricula designs and course modules. Even many public sector universities of repute
have very diverse and competing programs for PhD under the same roof confusing the
students. The supervision is ill-managed and not always competent. There is a need to
introduce supervision of the supervisors for improving the situation.

Only few scholars have the contribution to Islamic Banking, which can be counted on
fingers. There are millions of graduates of religious institutions, but no one has
estimated that what per cent of them are able to understand Islamic Economies and

Islamic Banking.
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Chapter 4

CLASSIFICATION OF DEENI MADAARIS

Majority of the Muslims of Pakistan follow five schools of thoughts with their own
religious education boards, including Hanafi Schools of Thought which is
subdivided in to Wafag-ul-Madaris al-Arabia (Deobandi) and Tanzeem-ul-Madaaris
(Brailvi). Ahel ¢ Hadith have Wafaqul-Madaaris al-Salafia (Ahl-e-Hadith), jamat e
islami have Rabita-tul-Madaaris Al-Islamia (Jamaat-e-Islami) , Shia school of thought
is also subdivided in to Wafaq-ul-Madaaris-al-Shia and Shia Islamili Imami Tariqa

Board.

4.1 Major Islamic Schools of Thoughts in Pakistan

-
Schaot of Thought

3

¥ L]
Handi Jamai lslami Ahle Hadrth ShiaSchooslef
Thought

 me—

DegbandiSchoolof Bravischoolof L ;:Tt;": U!‘;:“‘:d,':'_'s_ SalafiSchoolof ShiaAsnaAshan shigimmami sl

Thought Thought b ]llsa!omi) ade Thought Schoolof Thought Schaolof Thought
Wilag vl Madaaris g L Tanzeem ul Madsary L Wifag ) Madearis o L wifag ukMadaaris l_ shia imamilsmili
ArebiatDenband) {Barehs} alafia {Ahle Halth ab Shia iShia) Yareeqa Board

Source:Marsden, M. (2005). Living Islam: Muslim religious experience in Pakistan's north-west frontier.

Cambridge University Press.

23



@)

4

The chapter further reviews the curriculum of religious institutions in relation to
Islamic banking and finance followed by these religious education boards. Top

religious schools which have included Islamic banking and finace are identified and

discussed in greater detail. And challenges faced by these religious institutions in ="

modernization of their syllabus are also discussed. The Madaaris are established on
basis of school of thought and every school of thought has its own network of
madrassa which is controlled by a wafag/Board of particular school of thought. Each
board has own education system and syllabus. These wafag/Boards are recognized by
Higher education commission. Wafags are allowed by HEC to conduct annual exams
and issue certificates/degrees. Currently there are five Wafaq/Boards of madrassa

have ambitions to provide specialize religious education.

All universities of Pakistan are unite under umbrella of HEC and all of these Wafaq
are also unite under the umbrella of ITMD (Ittehad Tanzeemat-ul-Madaaris Deenia)
which was established in 2003. The list of wafaq are as under.

1. Wafaqul-Madaaris al-Arabia (Deobandi)

2. Tanzeemul-Madaaris (Brailvi)

3. Wafaqul-Madaaris al-Salafia (Ahl-e-Hadith)

4, Wafaqul-Madaaris al-Shia (Shia)

5. Rabitaul-Madaaris al-Islamia (Jama’at-e-Islami).

There are some other institutions whose final degree (Shahadat-ul-almiyah)

recognized by Higher Education Commission equivalent to M.A Arabic and M.A

Islamic studies. These institutions are as under.
1. Darul Uloom, Korangi, Karachi (Deobandi).

2. Darul-ul-Uloom Muhammadia Ghousia Bhera Sargodha (Brailvi).

24
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3. JamiaAshrafia, Lahore (Deobandi).

4, JamialslamiaMinhaj-ul-Quran, Lahore (Brailvi).

4.2 Curriculum of Religious Institutions

The Madaris provide fundamental religious education. Their curriculum emphasis on
the Quran, Sunnah and Islamic jurisprudence. However, though there is significant
portion of Islamic jurisprudence that relates to financial and economic matters, the
Madaris have not taken it very seriously. The public also have not been consulting
Ulema for seeking guidance on financial and economic matters. Society has been

looking towards Ulema for religious guidance in financial matters.

4.2.1 Hanafi Schools of Thought

This school of thought fallows the ruling of Imam Abou Hanifa School of thought in
shariah matters. This school of thought is further divided in to further two sub schools
Brailvi and Deobandi. These two sub-schools mainly differ in the theology but not so

much in jurisprudence.

4.2.1.1 Wafaq-ul-Madaris al-Arabia (Deobandi)

This school of thought follows the scholars who initiated Daral-Aloom Deoband in

Utter Perdesh India. The Madaaris related to this school of thought are controlled by
Wafaq-ul-Madaris Al-Arabia Pakistan. Beside these some Deobandi Madaaris have
their own educational system apart from wafaq which are duly recognized by the
Govt. of Pakistan and Higher Education Commission.

The Syllabus of Wafaq-ul-Madaris Al-Arabia Pakistan as discussed the education of
Deeni Madaaris has four steps. Sanwia Aama (Equal to Matric), Sanwia Khasa (Equ

to F.A), Aliya (Equal to B.A), and Almiyah (Equal to M.A). A brief discussion of
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matters /Bayoo Bai Fasit, bai Batil, Ribah, BaiSalam,Mudarbah, Riba,Wakala, Bai
Mudariba, Bai Fasid, Bai Batil, Bai Murabaha, Bai Sarf etc, but due to the non-expert
teachers and lesser care this portion is usually not taught to student.

In Almiya (equalent to M.A) second year also famous namely as Dora e Hadith

(Cyda 293), Jamia Tirmidhi volume two (<iisd 5345 gala)which is a renown Hadith =%

book in which financial matters were discussed in light of Hadith Islamic financial

deals/Bayoo which includes Bai Salam,Mudarbah, Ijarah, etc.

4.2.1.2 Tanzeem-ul-Madaaris (Brailvi)

This school of thought follows the scholars who initiated Daral-Aloom Brailvi, Brail
in India, The Madaaris related to this school of thought are controlled by Tanzeem-ul-
Madaaris Al-Arabia Pakistan. Beside this several Brailvi have their own educational
system apart from wafaq which is duly recognized by the Government of Pakistan and
Higher Education Commission.

The Syllabus of Tanzeem-ul-Madaaris Al-Aribia Pakistan as discussed, the education
of Tanzeem-ul-Madaaris has four steps. Aama, Khasa, Aliya, and Almiya.The
syllabus of the four steps is summarized in appendix 2.

In Aama Khasa which is equal to SSC Matric first year, there is one book related with
Figh namely Qanoon Shariat (xaajlai AT Gjlaijf) cay i 058 related to Ibadaat. In second
year there is one Fiq book related to Mamulaat namely Noor ul Eza (Ja%) gladi s
related to Islamic financial deals. However the main focus of this book is on Islamic

jurisprudence there is no focus explicitly on Islamic financial teachings.

In Sanwia Khasa which is equal to HSSC Intermediate first year ,there is one ‘book
related with Figh namely Mukhtasr-ul-Qadoori ((Ja5%) 9380 jaida ) in detail, there

are three parts frist one is related to Ibadaat second one is related to Mamulaat and
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third one is related to Islamic financial deals. However the main focus of this book is
on Islamic jurisprudence there is no focus explicitly on Islamic financial teachings. In
Sanwia Khasa second year, one book Hidayah shareef ((Ja% Js} &) t-'-'..r-’- ~iY )
where discussion is related to Ibadaat but no any text that deals with financial

teachings of Islam.

In Aliya first year which is equal to graduation, there is one book namely Hedayah
Sani (Ja% AU 1)) ~3t8 which have three volumes the third volume Kitab-ul-baoi that
has covers Islamic financial deals. Aliya second year has one book namely Hedayah
Rab-u-Salis (& ax, ~i138) which deals with financial matters of Islam. Kitabul Bayoo

which deals with Mamalat, in this boolE all financial deals are discussed in detailed.

Almiya which is equivalent to M.A first year, there is no text book that deals with
financial teachings of Islam. In Almiya second year also famous namely as Dora e
Hadith, Jamatermizi volume two is the only book which is a renown Hadith book in
which financial matters are discussed in light of Hadith. Islamic financial deals/Bayoo

which includes Bai Salam, Mudarbah, Ijarah and etc.

4.2.2 Wafaqul-Madaaris al-Salafia (Ahl-e-Hadith)

This school of thought fallows of Ahl-e-Hadith. The Madaaris related to this school of

thought are controlled by Wafaqul-Madaaris al-Salafiya (Ahl-e-Hadith) Pakistan.

They also established a university namely Jamia Salafiya H-8 Islamabad. This is duly
recognized by the Govt. of Pakistan and Higher Education Commission.

The Syllabus of Wafaqul-Madaaris al-Salafia (Ahl-e-Hadith) Pakistan as discussed
the education of Deeni Madaaris has four steps. Aama, Khasa, Aliya and Almiya.

The syllabus of the four steps is summarized in appendix 3.
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In Wafaqul-Madaaris al-Salafia a very limited teaching literature is included
regarding Islamic law of business contracts, although general Islamic jurisprudence
subjects are part of curriculum to lay down basic foundation for the said area. In salafi
school of thought in Nisfun-al-samin there is only one book Bedaytul Mujtahid ( A3l%

a¢5all) ketabul Bayoo, Ketabulljarat which deals with financial teachings of Islam.

4.2.3 Wafaq-ul-Madaaris -Al-Shia

The followers of this school of thought are known as Shia. The Madaaris related to
this school of thought are controlled by Wafaqul-Madaaris al-Shia. They also
established a university namely JamiaKoser H-8 Islamabad. They have their own
educational system which is duly recognized by the Govt. of Pakistan and Higher
Education Commission.

The Syllabus of Wafaqul-Madaaris al-Shia Pakistan as discussed the education of
Wafaqul-Madaaris al-Shia has four steps. Aama, Khasa, Aliya, and Almiya.

The syllabus of the four steps is summarized in appendix 4.

In Shia School of thought the curriculum, in Shahdatu Sanwia which is equivalent to
HSSC. In Khasa only one Figh book named Toz-ul-masael al Tejarat ( Jilwall geui g3
U &t jl) deals with the financial matters. In whole course of study there is no one
book which deals with the financial matters and Islamic banking in detail.
Furthermore it is new emerging field and currently Shia school of thought not yet

started. Bagqir Al Sadr is one of pioneers.

4.2.4 Rabita-tul-Madaaris Al-Islamia (Jamaat-e-Islami)

This school of thought follows of renowned scholars Abu AalaMododi. The Madaaris
related to this school of thought are controlled by Rabita-tul-Madaaris Al-Islamia

Pakistan. They have their own educational system which is duly recognized by the
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Government of Pakistan and Higher Education Commission. The Syllabus of Rabita-
ul-Madaaris Al-Islamia Pakistan as discussed the education of Deeni Madaaris has
four steps same as Sanwia Aama (Equal to Matric), Sanwia Khasa (Equ to F.A), Aliya
(Equal to B.A), and Almiyah (Equal to M.A). A brief discussion of syllabus of Wafaq
and their coverage of financial and economic teachings.

In Sanwia amma there is one Fiq book Qodori Nisf Awal (Js} whuai s 1949) related to
Ibadaat i.e Namaz, Roza, Zakah and Haj but could not address the Islamic financial

matters.

In sanwia amma second year Fiq book Qodori Nisf Sani (/5 il s 1948 ) related to
Islamic finacila deals/ Baio i.e Bai Fasid, Bai Batil, Bai murabaha, Bai Mushrakah,

Muzarabah and Tuliya.

In Alimiya First year which is equal to M.A there is one Fiq book Hidayah Awal ( A3l
(44 ) and Hidayah Sani ((()A#1%) related to Ibadaat i.e Namaz, Roza, Zakah and

Haj but could not address the Islamic financial.

In Alimiya First year which is equal to M.A there is one Fiq book Hidayah Volume
IV ((4») ~1) related to Mamilaat i.e Shifa, Rehan, and Kitab-ul-Qisma but could not

address the Islamic financial matters.

Some other renowned religious institutions final degree (Shahadat-ul-almiyah)
recognized by Higher Education Commission equivalent to M.A Arabic and M.A
Islamic studies .These institutions have their own syllabus, which is different from
conventional setup. They include contemporary setup of conventional education in
their syllabus i.e. English, Economics & Banking. These institutions are considered

modern as compared to old setup of Madaaris.
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1. Darul Uloom, Korangi Karachi

There is only one institution Darul Uloom, Korangi Karachi which provides education
Islamic banking and finance on selective basis. They also offer specialization in Figh,
Hadith and mamalat. They also facilitated students to learn English and principles of
Islamic banking and finance, AAOIFI Shariah Standards. There is only one renowned
institution in Pakistan presently its renowned institution which provides Shariah
supervisory experts to Islamic financial institutions. The founder of current Islamic
banking system introduced institution scholars; they actively participated in the
historical judgment on Riba by the Supreme Court and federal shariat court of

Pakistan.
2. Jamaia Rasheed

There is another renowned institution which offer Islamic economics and Islamic
banking degree, teach AAOIFI and Shariah Standards to the Figh specialization
students at Jamia Rasheed Karachi. Furthermore they offer specialization on financial
matters (Mamalat). This is the only one institution which provides education Islamic
banking and finance, Islamic economics, MBA in Madaaris. They also offer
specialization in Figh, Hadith and mamalat, also facilitated students to learn English
and principles of Islamic banking and finance. This is the only institution which offers
a specialized in Takasus/Specialization in financial matters/Mamalat, rest of the Deeni
Madaaris must fallow this initiative.

3. Darul ul Uloom Muhammadia Ghousia Bhera

This institution offers both religious as well as contemporary education. After

completion of degree their students also join universities for higher education.
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Currently, they also have started Islamic banking seminars’ and short orientation
courses. °
4. Jamia Ashrafia Lahore

Jama Ashrafia Lahore is also a renowned Deeni Madaarsa they also offer short
Islamic banking courses. Currently Jamia also started various Islamic banking and
finance courses in collaboration with some volunteer private resource persons and
collaboration with sector Islamic finance training institutions.

5. Jamia Islamia Minhaj-ul-Quran Lahore

Minhaj University Lahore is also a renowned university. It offers different discipline

of education parallel to Islamic i.e. Business, Physics, Chemistry, Computer Science

etc. They believe on concept of enligh tened moderation. Recently, they have
developed School of Islamic Economics and Business and they are offering
undergraduate and post graduate programs in Islamic finance. This university is

recognized by HEC.

4.3 Islamic Finance and Islamic banking Literacy in the Madaris

It is observed majority of the Ulema and Madarisare highly critical about the Islamic
banking practices they feel that there are problems in current Islamic banking. There
are some reservations about approach and the principles adopted by Islamic banking
industry. The main reason behind this perception is due to lack of proper knowledge
and understanding of current Islamic banking systems. Since general public approach
them for seeking guidance about financial matters, due to lack of knowledge about
Islamic economics and Islamic banking and economic education causes restricts their

ability to guide general public.
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4.4 Lack Collaboration between Madaris and other Institutions

Mostly Madaris work independently and autonomously without any collaboration
with other institutions like universities and financial organizations. In recent years
some institutions have started efforts to enhance mutual collaboration between
Madaaris and other institutions to share the knowledge about Islamic economics,
Islamic finance and banking education. Institute of Policy Studies (IPS) based in
Islamabad has conducted an orientation program for teachers and students of Madaris

in cooperation with International Islamic University Islamabad.

4.5 Challenges of Curriculum in Deeni Madaaris

The curriculum ofdars-e-nizami was established centuries ago. Although an annual
meeting of nazims is held to discuss administrative and academic issues, but still no
book related to Islamic banking and finance published in recent era has been added in
the curriculum. Hence there is a definite need for revising the Madaris education with

addition of more relevant books dealing with current era.
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Chapter 5

METHODOLOGY

This study comprises on field research based on primary data. It is theoretical

and empirical in nature. Data was collected directly in person from Madaris of all

school of thoughts from twin cities; Rawalpindi and Islamabad, by using survey

method with questionnaire. The respondents were chosen from different Wafaqs and
levels of religious education, independent- of school of thought or gender. List of
institutions offering final year education was obtained from concerned educational
board. Two institutions from every religious educational board (Wafaq) were selected
for survey on basis of stratified random sampling. Then main religious institutions of
seven major schools were chosen and 16 registered institutions were selected for the
study. This ensured authentic responses as per their religious interpretation. To ensure
more factual results, randomly selected sample of 500 female and male faculty and
students was used as per their representation in these institutions. Out of 280 received
responses 241 were finally included in the study. Survey was conducted through
specifically desigm-;,d questionnaire distributed among students and faculty members
to assess the knowledge level of gradu;tes of religious educational institutions

regarding Islamic banking and finance.
5.1 Population

This study comprises on field research based on primary data. Hence, it is theoretical
and empirical in nature. Data collected directly in person from Madaris of all school
of thoughts in twin cities; Rawalpindi and Islamabad, by using survey method using

questionnaires. To increase the response rate data collection was preceded by small
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briefing to the respondents about the objectives and significance of the study. Many
hurdles were faced while collecting the data as in most of the Madaris we needed to
convince the faculty by going through detailed interviews about our objectives which
include the opinion of students and then we were allowed access to the classes and
students. The prospective regpondents belonged to different Wafags, having religious
educational background, irrespective of school of thought and gender. The Wafags
included are Wafag-ul-Madaris Al-Arabia (Deobandi),Tanzeem-ul-Madaris Al-
Arabia (Brailvi), Wafag-ul-Madaris Al-Salfia (Ahle-Hadith),Rabata-ul-
Madaris,(Jamat-e-Islami), Wafaq-ul-Madaris-us-Shia,Darul,Uloom Muhammadia
Ghousia Bhera and Shia Immami Ismali Tareka and Regional Education Board. A
survey was conducted through specifically designed questionnaire. Questionnaire was
distributed among the gtudents of final years and the teaching faculty of the higher
classes in the randomly selected renowned institutions from all Islamic school of

thoughts in Rawalpindi and Islamabad.
5.2 Sampling Procedure

List of institutions offering final year education was obtained from concerned
educational board, within territorial jurisdiction of Rawalpindi &Islamabad. Two
institutions from every religious educational board (Wafaq) were selected for survey
on basis of random sampling.

Then main religious institutions of seven major schools were chosen and 16 registered
institutions were selected for the study. This ensured authentic responses as per their
religious interpretation. To ensure more factual results, randomly selected sample of
500 female and male faculty and students was used as per their representation in these

institutions. Out of 280 received responses 241 were finally included in the study. Out
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Figure No. 6.1.1.2 Knowledge Level Regarding Profit Sharing Arrangements
(Musharka and Mudarbah)
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While doing inter-Wafaq comparison about Musharakah, it is observed that all (100%
a highest level) respondents from Wafaqg-ul-MadarisSalfia& Shia
ImmamilsmaeliTareka identified it and knew the legal status as well. Where as
relatively low awareness found in Darul Uloom Muhammadia GhousiaBhera
Sargodha regarding identification &legal status. Shia ImmamilsmaliTareka & Wafaq-

ul-Madaris Shia (Shia) was not able to provide reference regarding Musharka.

Wafaq-ul-Madaris Shia (Shia) &Tanzeem-ul-Madaris Al-Arabia (Brailvi) showed
highest percentage in identification and legal status of Mudarba contract. Whereas,
Rabita-tul-Madaris (Jamat-e-Islami) showed the lowest percentage in above
mentioned variables (Identification, Legal status & reference). Respondents from
Wafaq-ul-Madaris Al-Salfia (Ahle-Hadith) were on highest level for providing
reference. No one from Rabita-tul-Madaris (Jamat-e-Islami) were able to provide

reference.
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6.1.4 Knowledge Level Regarding Trade Base Arrangements

(Istisna & Murabaha)

The basic and fundamental question regarding Istisna and Murabaha is whether the

graduates of Deeni Madaaris understand a specific the financial transaction or not.

They might be familiar /unfamiliar with this financial transaction/terminology. To

gauge familiarity, legal status &reference, following question was asked.

Table 6.1.2:Knowledge level about Trade Base arrangements (Istisna &

Murabaha)
Ayub has asked carpenter to prepare A as carpenter, has shortage of funds A need a book. He goes at Aslam
chairs on 1st May. He has made all to make furniture, B as purchaser paid | Book Corner, purchased it and paid
payments. Carpenter promised to full price on 11 july, with promise of Rs:30/- at spot against position. e
deliver on 1st july. delivery of fumiture on 31 knows the cost price of the book
August,2015 by carpenter. which is Rs:26/-
Wafaq * Identification Tota Legal Refere Legal Referen Legal
Crosstabulation 1 Identification | Status nce Identification | Status ce Identification | Status | Reference
Darul Uloom 11
Muhammadia
64% 82% 9% 0 45% 0% 45% 73% | 0%
Rabata-ul-Madaris 14
57% 86% 0% 29% 43% 14% 29% 71% | 0%
Shia Immami Ismali | 3
Tareka & R.E Board
oar 0% 100% | 0% | 0% 100% | 0% | 67% 67% | 0%
Tanzeem-ul-Madaris | 57
49% 89% 14% 25% 70% 9% 28% 68% | 21%
Wafaq-ul-Madaris 117
Al-Arabia 96% 97% 39% 84% 81% 29% 94% 92% | 32%
Wafaq-ul-Madaris 17
Al-Salfia 59% 94% 47% 59% 71% 41% 24% 29% | 29%
Wafag-ul-Madaris- 22
us-Shia 23% 77% 5% 14% 41% 9% 59% 55% | 5%
Total 241
1% 92% 27% 54% 71% 21% 64% 76% | 23%
>
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Figure 6.1.2.1 Knowledge Level Regarding Trade Base
Arrangements
(Istisna & Murabaha)
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Figure 6.1.2.3 Knowledge Level Regarding Trade Base
Arrangements
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While doing inter-Wafaq comparison about Istisna, it is observed that all (96% a
highest level) respondents from Wafaq-ul-Madaris Al-Arabia (Deobandi) identified
and knew the legal status as well which is 97%. Whereas, relatively low awareness
found in Wafaqg-ul-Madaris Shia regarding identification which is 23%, Shia Immami
IsmaliTareka and Regional Education Board were not aware and able to identify.
When it comes to provision of reference, the highest level of respondents is from
Wafag-ul-Madaris Al-Salfia (Ahle-Hadith) which is 47%. Rabita-tul-Madaris (Jamat-
e-Islami) and Shia Immamilsmali Tareka and Regional Education Board were unable

to provide reference.

Wafaq-ul-Madaris Al-Arabia (Deobandi) showed highest percentage in identification
and legal status of Istisna contract, whereas, Shia Immamilsmali Tareka and Regional
Education Board showed the lowest percentage in identification and legal status of
[stisna. Respondents from Wafaq-ul-Madaris Al-Arabia (Deobandi) were on highest
level for providing reference. No one from DarulUloomMuhammadia, Ghousia Bhera

Sargodha was able to provide reference.
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Wafaq-ul-Maddris Al-Arabia (Deobandi) showed highest percentage in identification
and legal status of Murabaha contract which is 92% and 94% respectively. Whereas,
Wafaq-ul-Madaris Al-Salfia (Ahle-Hadith) showed the lowest percentage at said
variables. Respondents from Wafag-ul-Madaris Al-Arabia (Deobandi) were on
highest level for providing reference. No one from DarulUloom Muhammadia,
Ghousia Bhera Sargodha, Rabata-ul-Madaris (Jamat-e-Islami) Shia Immami [smali

Tareka and Regional Education Board were able to provide reference.

6.1.5 Knowledge Level Regarding Uncertainty Base

Transactions (Gharar)

The basic and fundamental question regarding Gharrar is that whether or not the
graduates of DeeniMadaaris understand a specific the financial transaction. They
might be familiar /unfamiliar with this financial transaction/terminology. To gauge
familiarity, legal status &reference, following question was asked.

Table 6.1.3: Knowledge level about Uncertainty Base Transactions (Gharar)

| Ahassold his calfto B Aslam has barrowed 5 kg Asif of Sargoda sells his un-
which is not born vel, i.e. itis+| Ajwa dates from Junaid on ripenied farm of orange for
in the mother’s womb for the | the promise that he shall pay | Rs.100,000/- to AK Traders
Rs:10,000 10 kg of Local Pakistani at Rawalpindi. (Is
dates after one month.(Is permissible / non permissible
permissible / Non transaction)
- . permissible transaction )
Lega
1 Legal
Wafaq * Identification Tota | Identificati | Legal Refer | ldentificati | Statw | Referen | Identificati | Statu | Referen
Crosstabulation i on Status ence on 3 ce on s ce
Darul Uioom 11
Mubammadia, Ghousia
Bhera Sargodha 100% 100% | 36% 0% 0% 0% 18% 64% 18%
Rabata-ul-Madaris (Jamat- 14
e-Islami) 79% 79% 14% 0% 21% 7% 0% 43% 7%
Shia Immami Ismali 3
Tareka and Regional
Education Board 100% 100% 0% 0% 0% 0% 0% 33% 0%
Tanzeem-ul-Madaris Al- 57
Arabia (Brailvi) 91% 91% 30% 81% 89% | 26% 14% 60% 30%
Wafaq-ul-Madaris Al- 117
Argbia (Deobandi) 97%" 97% 53% 85% 1% | 44% 50% 56% 27%
Wafaq-ul-Madaris Al- 17
Salfia (Ahle-Hadith) 88% 88% 1% 6% % | 29% 12% 1% 53%
‘Wafaq-ul-Madaris-us-Shia 22
(Shia) 50%. 50% 5% 32% 41% 5% 9% 5% 5%
Total 241
90% S0% 41% 63% 75% 31% 30% 52% 26%
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ul-Madaris Shia regarding identification and legal status. When it comes to provision
of reference the highest level of respondents is from Wafag-ul-Madaris Al-Salfia
(Ahle-Hadith) which is 71%. Shia Inmam-ilsmali Tareka and Regional Education

Board were unable to provide reference.

Wafaq-ul-Madaris Al-Arabia (Deobandi) showed highest percentage in identification
85% and legal status 91% of sale transaction. Whereas, Darul-Uloom-Muhammadia,
Ghousia Bhera Sargodha, Rabata-ul-Madaris (Jamat-e-Islami) and Shialmmami
Ismali Tareka and Regional Education Board showed the lowest 0% percentage at
g‘;i‘ld vanables: R;:spondcnrsr‘ﬂ(ﬂnﬁ‘wva're;q-u1-[vladzu‘ls Al-Afabia (LDEODENTI ) WLIT i
highest level for providing reference. No one from Darul Uloom Muhammadia,
Ghousia Bhera Sargodh, .and Shia Immamilsmali Tareka and Regional Education
Board were able to provide reference.

Wafaq-ul-Madaris Al-Arabia (Deobandi) showed highest percentage in identification
50% and legal status 60% of sale transaction by Tanzeem-ul-Madaris Al-Arabia

(Brailvi) . Whereas, Rabita-tul-Madaris (Jamat-e-Islami) and Shia Immami Ismali

Tareka and Regional Education Board showed the lowest 0% percentage at said

variables. Respondents from Wafaq-ul-MadarisAl-Salfia (Ahle-Hadith) were on -

highest level for providing reference. No one from Shia Immamilsmali Tareka and

Regional Education Board were able to provide reference.

6.1.6 Knowledge Level Regarding Sale and Lease Base Arrangement
(Masawma & Ijarah)

This part pertains to sale transaction without declaration of cost price (Bai-

Masawma) and Lease (Ijarah) modes of financing. As per table 5.1.4, knowledge level

regarding sale transaction without declaration of cost price (Bai- Masawma) and

Lease (Ijarah) arrangements of current Islamic Banking is relatively high to all school
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Figure 6.1.4.1Knowledge Level Regarding Sale and Lease Base

Arrangement (Masawma & ljarah)
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The above table contains three different questions related to specific shariah permissible
sale transactions. Deobandi school of thought’s and Baralvi Ghousia Bhera familiarity
regarding sale transaction without declaration of cost price (Bai- Masawma) and Lease
(Tjarah) modes of financing is high as compared to other school of thoughts i.e Tanzeem-
ul-Madaris Baralvi and Rabita-tul-Madaris (Jamat-e-Islami), whereas, Shia Immami
Ismali schools of thoughts, have Low knowledge on all three variable i.e. identification,

legal status and reference to support their arguments.

6.1.7 Knowledge Level Regarding Credit Sale Arrangement (Bai-Mujjal &
Murabaha)

This part pertains to the sale with daffier payment (Bai-Mujjal) and sale with declaration
of Cost (Murabaha) modes of financing. As per table 5.1.5, knowledge level regarding
sale with daffier payment (Bai-Mujjal) arrangements of current Islamic Banking is
relatively low to all school of thoughts. On average approximately 54%, 66% and 17%
of the respondents can identify, legal status and provision of reference respectively about

financial transactions of banking.
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Table 6.1.5: Knowledge Level Regarding Credit Sale Arrangement

Ayub sells a bike for Rs:50,000/- and | Ijaz needs a book and goes to Ideal
asked him to pay after one month. If make | Book and purchased for Rs:450/- and
payment on the sport the price will be | promises to pay after one mnth,
Rs:45,000/-.
Wafaq * Identification Legal
Crosstabulation Total | Identification | Legal Status | Reference | Identification | Status Reference
Darul Uloom Muhammadia,
Ghousia Bhera Sargodha 11 45% 55% 0% 36% 73% 0%
Rabata-ul-Madaris (Jamat-e-
Islami) 14 36% 57% 0% 29% 79% 0%
Shia Immami Ismali Tareka
and Regional Education Board 3 33% 100% 0% 0% 100% 0%
Tanzeem-ul-Madaris Al-
Arabia (Brailvi) 57 23% 32% 0% 46% 67% 7%
Wafaq-ul-Madaris Al-Arabia 117
(Deobandi) 59% 59% 32% 88% 88% 26%
Wafaq-ul-Madaris Al-Salfia 17
(Ahle-Hadith) 41% 41% 35% 12% 88% 0%
Wafaqg-ul-Madaris-us-Shia 22
(Shia) 45% 73% 0% 36% 50% 5%
Total 241 46% 53% 18% 61% 78% 15%
. . . |
Figure 6.1.5 Knowledge Level Regarding Credit Sale
|
Arrangement
(Bai-Mujjal and Murabaha)
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Deobandi School of thought’s and BaralviGhousiaBhera familiarity regarding sale
with daffier payment (Bai-Mujjal) aiid sale with declaration of Cost (h/furabaha) mode
of financing 1is high as compared to other school of thoughts
i.eBaralviDarulUloomBhera and Shia school of thought, whereas, Shia Immami
Ismali schools of thoughts, relatively have less knowledge on all three variable i.e.

Identification, legal status and reference to support their arguments.

6.1.8 Knowledge Level Regarding Future Sale Arrangement (Bai- -

Salam)

This part pertains to the future sale (Salam) modes of ﬁnanc'ing. As per table 5.1.6,
knowledge level regarding future sale (Salam) arrangements of current Islamic
Banking is relatively low to all school of thoughts. On average approximately 59%,
73% and 26% of the respondents can identify,i legal status and provision of reference

respectively about financial transactions of banking.

Table 6.1.6: Knowledge Level Regarding Future Sale Arrangement

Rahim receive Rs: 50000/- Ali paid Rs.2000/- against 20 '} A as grower , is in shortage of
from wholesaler on kg of rise on Feb,2015.Zahid" | funds to harvest rice, B as
December ,2014 for growing .| promised to deliver rise on purchaser paid full price on 11
of wheat, Rahim will last week of May,2015. January, 2015 with promise of
handover2000K g wheat on delivery of rice on 31 May
4 April, 2015. 2015 by grower.
Legal Tegal ‘
Wafaq * Identification Tota | Identificatio | Star | Refere | Identificati | Star | Referen | Identificati | Legal Referenc
Crosstabulation i n 5 nce on ‘s ce on Stalus | ¢
Darul Uloom Muhammadia, 11
Ghousia Bhera Sargodha 9% 55% 0% 82% 82% 0% 9% 36% 0%
Rabata-ul-Madarig (Jamar- 14 ’
e-Islami) . 0% 50% 0% 29% 50% 0% 0% 36% 0%
Shia Immami Ismali Tareka 3
and Regional Education 100 ) 100 :
Board 0% 1 % 0% 0% . % 0% 0% 100% 0%
Tanzeem-ul-Madaris Al- 57 - ) .
Arabia (Brailvi) 23% 53% | 21% 63% 7% 18% 37% 51% 3% o
Wafaq-ul-Madaris Al- 117 E ’
Arzbia (Decbandi) 79% 76% | 38% N% 88% 40% 84% 86% 2%
Wafaq-ul-Madaris Al-Salfia 17
(Ahle-Hadith) .. 24% 29% | 12% 59% 71% 59% 53% % 47% -
Wafaq-ul-Madaris-us-Shia 22 .
{Shia) 23% 45% | 0% 55%- 64% 0% 50% 55% 0%
Total 241 48% 62% | 24% 73% 80% | 28% 58% 69% 27%
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6.1.11 Knowledge Level Regarding Current Practices about Deposit and

Financing Arrangements of Islamic Banking (Mudarabah & Murabaha)

In this section, discussion is about depository and financing arrangement currently

practiced in Islamic Banks. Knowledge level has been checked on said arrangements. ..a.

Overall knowledge level on this arrangement is very low across the board. As per

table 5.1.9, overall 28% were able to identify the financing arrangements.

Table 6.1.9: Knowledge about Deposit & Financing Arrangements

Asad Fasil is maintaining his saving | Kohinoor Taxtile Mills availing
account with Bank Islami deposited | financing facility of Dubi Islamic bank
Rs:1,000,000/-in  Mahana  Amadani | purchases 400 units of yam for
Certificates@10% p.a paid on monthely | Rs.1,000,000/- and seles to KTML for
basis. Rs.1,100,000/-. The amount will be paid
afier 6 months.

Wafag * Identification Tota | Identification Legal Status | Reference | Identification Legal Reference

Crosstabulation ] Status

Darul Uloom Muhammadia, 11

Ghousia Bhera Sargodha 0% 27% 0% 18% 27% 0%

Rabata-ul-Madaris (Jamat-e- 14

Istami) 0% 14% 0% 7% 36% 0%

Shia Immami Ismali Tareka 3

and Regional Education Board 0% 100% 0% 0% 100% 0%

Tanzeem-ul-Madaris Al- 57

Arabia (Brailvi) 4% 4% 0% 11% 12% 5%

Wafaq-ul-Madaris Al-Arabia 117

(Deobandi) 55% 52% 24% 49% 56% 26%

Wafaq-ul-Madaris Al-Salfia 17

(Ahle-Hadith) 0% 47% 0% 0% 41% 0%

Wafaqg-ul-Madaris-us-Shia 22

(Shia) 0% 0% 0% 5% 0% 0%

Total 241 27% 33% 12% 28% 38% 14%

Figure 6.1.9.1 Knowledge Level Regarding Current Practices about Deposit
and Financing Arrangements of Islamic Banking

(Mudarabah&Murabaha)
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Analysis that all wafaqs as per three variables the three Identification of financial

deal as per shariah, identification of Legal Status on the basis of respective school of

thought and supporting References from Quran Hadith and Figh.

The correct response of Darul Uloom Bhera is 91% which is lower than the average
response rate 96%. The difference is statically insignificant as indicated by T statics (-
.0.57); in PS and (0.42) in CSA. But overall trend shows that Darul Uloom Bhera
response rate for all questions except relateq to profit & loss sharing modes. The
response is significant in most of the cases. It means that the knowledge level of Darul
Uloom Bhera regarding identification of financial contract is less then over all
knowledge of Madaris graduates; Only 34% of Rabitatual Madaris graduates know

about identification of financial contracts.

The correct response of Rabitatul Madaris is 93% which is lower than the average
response rate 96%. The difference is statically insignificant as indicated by T statics (-
.043). Overall trend shows that Rabitatual Madaris response rate for all questions
except relatéd to profit & loss sharing modes. The response is significant in most of
the cases. It means that the knowledge level of Rabitatual Madaris regarding
identification of financial contract is less -thén over all knowledge of Madaris
graduates .Only 28% of Rabitatual ‘Madaris graduates know about identification of

financial contracts.

The correct response of Shia Immami Ismali Tareka and Regional Education Board is
100% which is higher than the average response rate 96% .The difference i$ statically
insignificant only in TB and CBA as indicated by T statics (-0.11) in TB and (0.70) in
CBA .Overall trend shows that Rabitatual Madaris response rate for all questions
except related to TB and CBA modes. The response is significant in most of the cases.

It means that the knowledge level of Shia Immami Ismali Tareka and Regional
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Appendix 5
Questionnaire for Faculty Members Shariah /Final Stage Students
Assalam-o-Alaikum

Dear Respondent I am student of MS Islamic Banking & Finance at International
Islamic University Islamabad ,my research-ongraduates of religious institutions and
their knowledge about Islamic banking business and financial teachings in Pakistan ) .
This questionnaire is part of the research project .The objective of this research is to
find out the opinion of six schools of thoughts. All responses will be held in the

strictest confidence. Your anonymity is guaranteed. You are requested to kindly give ...

impartial opinion. We are thankful for giving us time from your busy schedule.
The questionnaire consists of two main sections:

A) Classical Islamic Transaction

B) Magqasid al Shariah

The questions pertaining to the Shariah scholars and final stage students

Name of Institution:

Your position in the institution (tick the most appropriate)
[Teacher/Organizer/Student]

The list below provides name of classical financial transaction present at the time of
Prophet 0. Some of these transactions are Hallal and permissible by Islamic Shariah,
while some other are prohibited. In the questions forthcoming, you have to choose
appropriate type of transaction and determine its nature as permissible/prohibited.
You are also being asked to provide reference, but this is optional, and you can skip it
if you want.

Bai Murabaha

Musharakah

Diminishing Musharakah

Bai Musawamah

Bai Muqayada

Bai Surf (sale of currency)

Bai Salam (Payment at spot and Delivery deferred)

Bai Istisna (Commodity transitioned before its existence)

Bai Muajjal (Delivery on sport, payment is differed but cost not known)
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3-

A and B start a business with a seed investment of Rs: 20,000 form A and
Rs:30,000 form B. Both agree share in running the business.

Choose appropriate name of this deal from the list above

Discuss the legal status [permissible/ not permissible] of this deal according to |
Islamic Shariah

If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

A and B decide to start a business. A will provide all the capital required
for the business Whereas ,B will operate the business.

Choose appropriate name of this deal from the list above

Discuss the legal status [permissible/ not permissible] of this deal according to
Islamic Shariah

If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

A has asked B to prepare 100 chairs for his school. A has made all the
payment to B and B has promised to deliver the chairs by the end of July.

Choose appropriate name of this deal from the list above

Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer
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4- A has sold his calf to B which is not born yet, i.e. it is in the mother’s womb

for the Rs:10, 000.

a. Choose appropriate name of this deal from the list above

b. Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c. Ifpermissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

5- A sells rice B for Rs:100 per Kg without telling him the purchase price that, A

has paid to producer.

a. Choose appropriate name of this deal from the list above

b. Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c. If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

6- A sells motor bike to B from his showroom for Rs: 50,000/ to be paid after
one month. Whereas the cash Prize of bike isRs: 45,000/-.

a. Choose appropriate name of this deal from the list above

b. Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c. If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

95

il e




(e]

(=)

7- Aslam has barrowed 5 kg Ajwa dates from Junaid on the promise that he shall

pay 10 kg of Local Pakistani dates after one month .(Is permissible / Non

permissible transaction )

a.

8-
a.
b.
c.
9.

a.

Choose appropriate name of this deal from the list above

Discuss the legal authority. [permissible/ not permissible] of this deal
according to Islamic Shariah

If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

Asif of Sargoda sells his un-ripened farmof orange for Rs.100, 000/- to AK

Traders at Rawalpindi. (Is permissible / non permissible transaction)

Choose appropriate name of this deal from the list above

Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer

Rahim receive Rs: 50000/-on December ,2014 for cultivation of land
against sale of 200Kg wheat from A.K Traders and promise to deliverwheat

on April, 2015.

Choose appropriate name of this deal from the list above

Discuss the legal authority [permissible/ not pérmissible] of this deal
according to Islamic Shariah

If permissible, please provide reference of relevant Ayat/Hadith/Figh text to
support your answer
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Kohinoor Textile Mills Limited availing facility of financing from Dubi
Islamic Bank. Dubi Islamic Bank purchases 400 units of Yarn for Rs:
1,000,000/- and sales to KTML for Rs: 1,100,000/-. The amount will be
paid after Six months.

a) Choose appropriate name of this deal from the list above

c) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

d) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer.

A needs a marker and goes to B at Book Corner, purchases it against 30
PKR and paid at spot against possession.

a) Choose appropriate name of this deal from the list above

b) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer

A needs a marker and goes to B at Aslam Book Corner, purchases it
against 30 PKR, B tells it costs me 26 PKR and A paid at spot against
possession.

a) Choose appropriate name of this deal from thé list above

b) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c¢) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer
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Two farmers A and B exchange 5 KG potato and 3 KG onion mutually on

sport basis.

a) Choose appropriate name of this deal from the list above

b) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer

Yaser purchases 845 PKR against 1000 JPY on spot basis from Zarko
Currency Exchange Shop Blue Area.

a) Choose appropriate name of this deal from the list above

b) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer

A as grower , is in shortage of funds to harvest rice, B as purchaser paid
full price on 11 January, 2015 with promise of delivery of rice on 31 May
2015 by grower.

a) Choose appropriate name of this deal from the list above

b) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer
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A as carpenter, is in shortage of funds to make furniture, B as purchaser
paid full price on 11 July, 2015 with promise of delivery of furniture on 31
August, 2015 by carpenter.

a) Choose appropriate name of this deal from the list above

b) Discuss the legal authority [permissible/ not permissible] of this deal
according to Islamic Shariah

c) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer,

A needs a book and goes to B at Ideal Book Corner, purchases it against
400 PKR and Promised to pay the price after three weeks.

a) Choose appropriate name of this deal.from the list above

b) Discuss the legal atlthority [permissible/ not permissible] of this deal
according to Islamic Shariah

c) If permissible, please provide reference of relevant Ayat/Hadith/Figh text
to support your answer.
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Appendix 6
GLOSSARY ON ISLAMIC BANKING

Amanah

It refers to deposits in trust. A person can hold a property in trust for another,

sometimes by express contract and sometimes by implication of a contract. Amanah -

entails absence of liability for loss except in breach of duty. Current Accounts are
regarded - as Amanah (trust).
If the bank gets authority to use Current Accounts funds in his business, Amanah
transforms into a loan. As every loan has to be repaid, banks are liable to repay full
amount of the Current Accounts. ’

Arbun }UJ-' f')

Down payment; a nonrefundable deposit paid by a buyer retaining a right to conﬁrm
or cancel the sale

Al-‘Aariyah (Gratuitous loan of non-fungible objects) ! )

Al-*Aariyah means loan of a particular piece of property, the substance of which is
not consumed by its use, without anything taken in exchange, In other words, it is the
gift of usufruct of a property or commodity that is not consumed on use. It is different
from Qard that is the loan of fungible objects which are consumed on use and in.
which the similar and not the same commodity has to be returned. It is also a virtuous
act like Qard. The borrowed commodlty is treated as liability of the borrower who is
bound to return it to its owner. :

Bai¢ Muajjal (&7 &)

Literally it means a credit sale. Technically, a financing technique adopted by Islamic
banks that takes the form of Murabaha Muajjal. It is a contract in which the seller
eams a profit margin on his purchase price and allows the buyer to pay the price of
the commodity at a future date in a lump sum or in installments. He has to expressly
mention cost of the commodity and the margin of profit is mutually agreed. The price
fixed for the commodity in such a transaction can be the same as the spot price or
higher or lower than the spot price.

P g r

Bai’ Salam [

Salam means a contract in which advance payment is made for goods to be delivered
later on. The seller undertakes to supply some specific goods to the buyer at a future
date in exchange of an advance price fully paid at the time of contract. According
to normal rules of the Shariah, no sale can be effected unless
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the goods are in existence at.the time of the bargain, but Salam sale forms an
exception given by the Holy Prophet (SAW) himself to the general rule provided the
goods are defined and the date of delivery is fixed. It is necessary that the quality of
the commodity intended to be purchased is fully specified leaving no ambiguity
leading to dispute. The objects of this sale are goods and cannot be gold, silver or
currencies because these are regarded as monetary values exchange of which is
covered under rules of Bai al Sarf, i.e. mutual exchange is hand to hand without delay.
Barring this, Bai'Salam covers almost everything which is capable of being definitely
described as to quantity, quality and workmanship.

Bai bil Wafa { ‘d &

Sale with a right in the seller, having the effect of a condition, to repurchase (redeem)
the property by refunding the purchase price. According to majority of Fuqaha it is
not perm1ss1ble

" Daman f u )\

(1)Contract of guarantee, security or collateral;
(2) Responsibility of entrepreneur/manager of a business; one of two basic
relationships toward property, entailing bearing the risk of its loss; compare Amanah.

oL
Dayn or Debt ( )
A Dayn comes into existence as a result of any other contract or credit transaction. It
is incurred either by way of rent or sale or purchase or in any other way which leaves
it as a debt to another. Duyun (debts) ought to be returned without any profit since

they are advanced to help the needy and meet their demands and, therefore, the lender
should not impose on the borrower more than what he had given on credit.

LT
P

Falah (T2

Falah means to thrive, to become happy or to have luck and success. Technically it
implies success both in this world and in the Akhirah (Hereafter). The Falah presumes
belief in one God, the apostlehood of Prophet Muhammad (Peace be upon him),
Akhirah and conformity to the A

Shariah in behaviour.

Figh (4.&.5.’ )

Islamic law, The science of the Shariah. It is an important source of Islamic
economics.

103




©)

Gharar ()_,.r.)

It means any element of absolute or excessive unceriaintyvz;‘in any business or a
contract about the subject of contract or its price, or mere speculative risk. It leads to
undue loss to a party and un_]ustlf ed enrichment of other, which is prohlblted

paid)

Al Ghunm bil Ghurm rf'f""
This provides the rationale and the principle of profit sharing in Shirkah
arrangements. Earning profit is legitimized only by engaging in an economic venture,

risk sharing and thereby contributing to the economy.

Hadith (525

(see Sunnah)

 Halaid*>)

Anything permitted by the Shariah

Haram ?‘fﬁ

Anything prohibited by the Shariah.

Hawalah (. -2™)
Literally, it means transfer; legally, it is an agreement by which a debtor is freed from
a debt by another becoming responsible for it or the transfer of a claim of a debt by

shifting the responsibility from one person to another — contract of assignment of
debt. It also refers to the document by which the transfer takes place.

Hibah (=7
Hibah means Gift.
Tjab (<=l

Offer, in a contract; see also qabul.

Ijarah ()

Letting on lease. Sale of a definite usufruct of any asset in.exchange of definite
reward. It refers to a contract of land leased at a fixed rent payable in cash and\
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Istihsan (!

‘Istisna’

~ Jua'alah or Ji’alah ('

(Obariad)

It is a doctrine of Islamic law that allows exception to strict legal reasoning, or
guiding choice among p0551b1e legal outcomes, when considerations of human
welfare so demand. :

\ Gl
Israf (uf“ }

It refers to immoderateness, exaggeration and waste and covers spending on lawful
objects but exceeding moderation in quantity or quality; spending on superfluous
objects while necessities are unmet; spending on objects which are incompatible with
the economic standard of the majority of the population. See also Tabzir

alg".‘ ﬁ‘)

It is a contractual agreement for manufacturing goods and commodities, allowing cash
payment in advance and future delivery or a future payment and future delivery. A
manufacturer or builder agrees to produce or build a well described good or building
at a given price on a given date in the future. Price can be paid in installments, step by
step as agreed between the parties. Istisna’a can be used for providing the facility of
financing the manufacture or construction of houses, plants, projects, and building of
bridges, roads and highways.

Ta p :
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Jahl or Jahala {-

Ignorance, lack of knowledge; indefiniteness in a contract, sometime leading to
Gharar. - :
(Slaay

Literally, Joalah constitutes wages, pay, stipend or reward. Legally, it is a contract for
performing a given task against a prescribed fee in a given period. A similar contract
is “Ujrah’ in which any work is done against stipulated wage or fee.

lﬁb ‘5
Kali bil-Kali ( UJ

The term Kali refers to something delayed; appears in a maxim forbidding the sale of
al-Kali bil-Kali i.e. the exchange of a delayed counter value for another delayed
counter value.

Al Kafalah (Suretyship) (< -53)

Literally, Kafalah means responsibility, amenability or suretyship, Legally in Kafalah
a third party become surety for the payment of debt. It is a pledge given to a
creditor that the debtor will pay the debt, fine etc. Suretyship in Islamic law is
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Murabaha

’\ Literally it means a sale on mutually agreed profit. Technically, it is a contract of sale

in which the seller declares his cost and the profit. This has been adopted by Islamic
banks as a mode of financing. As a financing technique, it can involve a request by
the client to the bank to purchase a certain item for him. The bank does that for a
definite  profit over the «cost which is stipulated in  advance.

Musawamah

Musawamah is a general kind of sale in which price of the commodity to be traded is
bargained between seller and the purchaser without any reference to the price paid or
cost incurred by the former.

Musharakah

Musharakah means a relationship establis hed under a contract by the mutual consent
of the parties for sharing of profits and losses in the joint business. It is an agreement
under which the Islamic bank provides funds which are mixed with the funds of the
business enterprise and others. All providers of capital are entitled to participate in
management, but not necessarily required to do so. The profit is distributed among the
partners in pre-agreed ratios, while the loss is borne by every partner strictly in
proportion to respective capital contributions.

Qabul

Acceptance, in a contract; see also [jab.

Qard (Loan of fungible objects)

The literal meaning of Qard is ‘to cut’. It is so called because the property is really cut
off when it is given to the borrower. Legally, Qard means to give anything having
value in the ownership of the other by way of virtue so that the latter could avail of
the same for his benefit with the condition that same or similar amount of that thing
would be paid back on demand or at the settled time. It is that loan which a person
gives to another as a help, charity or advance for a certain time. The repayment of
loan is obligatory. The Holy Prophet is reported to have said “.....Every loan must be
paid...... ”. But if a debtor is in difficulty, the creditor is expected to extend time or
even to voluntarily remit the whole or a part of the principal. Qard is, in fact, a
particular kind of Salaf. Loans under Islamic law can be classified into Salaf and
Qard, the former being loan for fixed time and the latter payable on demand. (see
Salaf)

Qimar
Qimar means gambling. Technically, it is an arrangement in which possession of a

property is contingent upon the happening of an uncertain event. By implication it
applies to a situation in which there is a loss for one party and a gain for the
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other without specifying which party will lose and which will gain.

| Qiyas

Literally it means measure, example, comparison or analogy. Technically, it means a
derivation of the law on the analogy of an existing law if the basis (‘illah) of the two
is the same. It is one of the sources of Islamic law.

Riba

An excess or increase. Technically, it means an increase over principal in a loan
transaction or in exchange for a commodity accrued to the owner (lender) without
giving an equivalent counter-value or recompense (‘iwad) in return to the other party;
every increase ~which is without an ‘iwad or equal counter-value.

Riba Al-Fadl

Riba Al-Fadl (excess) is the quality premium in exchange of low quality with better
quality goods e.g. dates for dates, wheat for wheat, etc. — an excess in the exchange of
Ribawi goods within a single genus. The Concept of Riba Al-Fadl refers to sale
transactions while Riba Al-Nasiah refers to loan transactions.

Ri_a Al-Nasiah

"Riba Al-Nasiah or riba of delay is due to exchange not being immediate with or

without excess in one of the counter values. It is an increment on principal of a loan or
debt payable. It refers to the practice of lending money for any length of time on the
understanding that the borrower would return to the lender at the end of the period the
amount originally lent together with an increase on it, in consideration of the lender
having granted him time to pay. Interest, in all modern banking transactions, falls
under purview of Riba Al-Nasiah. As money in present banking system is exchanged
for money with excess and delay, 1t falls, under the definition of riba. A general
accord reached among scholar about its prohibition. '

Ribawi

Goods subject to Figh rules on Riba in sales, variously defined by the schools of
Islamic Law: items sold by weight and by measure, foods, etc.

Al- Rahn

Pledge, Collateral; legally, Rahn means to pledge or lodge a real or corporeal property
of material value, il accordance with the law, as security, for a debt or pecuniary
obligation so as to make it possible for the creditor to recover the debt or some portion
of the goods or property. In the pre-Islamic contracts, Rahn implied a type of earnest
money which was lodged as a guarantee and material evidence or proof of a-
contract, especially when there was no scribe available to
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put it into writing. The institution of eamest money was not accepted in Islamic [aw
and the common Islamic doctrine recognized Rahn only as a security for the payment
of a debt. Salaf or Loan / Debt The word Salaf literally means a loan which draws
forth no profit for the creditor. In wider sense, it includes loans for specified periods,
i.e. short, intermediate and long-term loans. Salaf is another name of Salam as well
wherein price of the commodity is paid in advance while the commodity or the
counter value is supplied in future; thus the contract creates a liability for the seller.
Amount given as Salaf cannot be called back, unlike Qard, before it is due. (see

Qard).
Al-Sarf
Basically, in pre-Islamic times it was exchange of gold for gold, silver for silver and

gold for silver or vice versa. In Islamic law such exchange is regarded as ‘sale of price
for price’ (Bai al Thaman bil Thaman), and each price is consideration of the other. It

also means sale of monetary value for monetary value — currency exchange.

Shariah

The term Shariah refers to divine guidance as given by the Hbly Qur’an and the
Sunnah of the Prophet Muhammad (PBUH) and embodies all aspects of the Islamic
faith, including beliefs and practice.

Shirkah

A contract between two or more persons who launch a business or financial
enterprise to make profits. In the conventional books of Figh, the partnership. business

- has been discussed under the option of Shirkah that, broadly, may include both

Musharakah and Mudarabah.
Sunnah

Custom, habit or Way 61" life. Technically, it refers to the utterances of the Prophet
Muhammad (PBUH) other than the Holy Quran known as Hadith, or his personal
acts, or sayings of others, tacitly approved by the Prophet.

Tabarru’

It is a donation/gift the purpose of which is nit commercial but is seeking the pleasure
of Allah. Any benefit that is given by a person to other without getting anything in
cxchange is called Tabarru’. Gracious repayment of debt, absolutely at lender’s own
discretion and without any prior condition or inducement for reward, is also covered
under Tabarru’. Repaying a loan in excess of principal and without a pre-condition is
commendable and compatible with the Sunnah of the Holy Prophet (peace be upon
him). But, it is matter of individual discretion and cannot be adopted as a system
because this would mean that loan would necessarily yield a profit. If such reward
takes the form of ~a system, it would be considered Riba.
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