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Preface to second edition

The first edition of this book titled Glossary of Islamic Economics came out
in early 1990. It contained terms mainly relating to Islamic economics in
vogue up to 1988. Since then, I have been working on the revised draft of
this book. During the last 14 years or so, there has been a lot of expansion
in Islamic finance. There is now a well-developed market of Islamic finan-
cial instruments where Islamic financial institutions and insurance compa-
nies conduct business. I have tried to include, as far as possible, all the
terms relating to Islamic finance in vogue by the end of 2002.

I have revised the title of the book to show that it contains terms relating
to Islamic finance as well. There are now about 200 Islamic financial insti-
tutions around the globe. These institutions have done a lot of innovative
work in designing a large number of new instruments. A host of new agree-
ments and economic relationships have come into being in this wake. A large
number of conventional banks and insurance companies have shown interest
in the emerging Islamic finance. They include Muslims as well non-
Muslims. On the academic front also, there has been a flurry of activity.
A number of universities now offer courses, both undergraduate as well as
postgraduate, in Islamic economics and finance. There are courses available
through distance learning programmes. The Internet also provides a rich
resource. These developments have necessitated taking care of the new
terms and concepts being coined all around in the field. The present edition
of the book tries to capture most of the developments in Islamic economics
and finance over the last one decade or so. The objective has been to give a
concise and correct meaning of the terms being used so that those who are
not well versed in the subject are able to understand the subject easily.

As is the nature of all living academic disciplines, there is no stock of
terms lying anywhere relating to Islamic economics and finance. I came
across these terms while reading the literature on the subject. It is possible
that I may have missed some of the terms as I did not come across them.
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The readers, who find such gaps may inform me so as to enable me to
update the work in the future.

It is not possible to name and thank any one person who has contributed
towards this work, since they number so many. In fact, I owe my heartfelt
thanks to all the practitioners, writers and thinkers of Islamic economics and
finance. Their writings, speeches and thought have helped me in compiling
this book. My special thanks are for Mr Amjad Mahmood, who worked
relentlessly to insert the diacritical marks on the Arabic words. However, as
usual, I alone take the responsibility for any error or omission.

I hope the book will help the readers, researchers, scholars and practi-
tioners of Islamic economics and finance in understanding the subject
better.

Muhammad Akram Khan
Islamabad

Pakistan

November 2002



Preface to first edition

This glossary has a short history. The need for it arose out of my own
inadequacy in understanding the literature on Islamic economics. I had a
fascination for Islamic economics since 1963, and by 1970 had almost
decided that I would devote my life for developing this subject as an inde-
pendent branch of knowledge. But I felt that in the absence of a commonly
understood terminology, it was not possible to understand and communi-
cate in the subject. I felt that, like myself, a large number of young gradu-
ates from the Western system of education have the desire and potential to
contribute to the development of this subject, but that they are not equipped
properly with the traditional Islamic knowledge. They do not have direct
access to the primary sources of Islam. They need to be provided with a
broad, general and precise explanation of the technical terms which they
come across in the literature on Islamic economics. It is in response to the
need of this group that this book has been written.

Technical terms are a sine qua non for the development of an academic
discipline, providing a means for precise and economic communication.
This book is an effort to present an inventory of technical terms used in
Islamic economics, which it is hoped will lead this infant discipline a few
steps further on the road to its recognition as a branch of knowledge.

Another objective for writing this book is to develop a better communi-
cation with Western scholars, economists and bankers, who have recently
shown a keen interest in Islamic economics. This book, I hope, will provide
them with a convenient means to understand (and even to use) the techni-
cal terms often applied in the literature.

I have been compiling over the past sixteen years the various terms used
in the literature on Islamic economics. At times I was not sure whether a
writer was using a particular phrase as a technical term or was just applying
an Arabic expression. In the absence of a standard lexicographical work on
Islamic economics, I had to use my own judgement. Therefore, whatever
terms there are in this compilation have my subjective bias about their being
technical terms. In formulating this judgement, however, I have often relied
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on whether a word was being used in its plain lexicographical meaning or
to mean something different. In the latter case, I have often selected a
phrase rather than a single word.

A large number of the terms used are from legal sources, but I have tried
to avoid, as far as possible, the adoption of any particular juridical point of
view so as not to preempt the judgement of future researchers. Therefore,
the technical terms give a general meaning and not the legal position in
respect of each word.

Most of the terms are from Arabic, since the primary sources of Islamic
economics are in that language. However, due to a flurry of recent research
publications in Urdu and English, I have also included technical terms from
literature in those languages as well as some terms of Turkish or Persian
origin. The Arabic words have been transliterated into English on the
assumption that they cannot be adequately translated into English. I have
also provided the Arabic version of these terms with the main entries.

A large number of entries in this glossary are figh terms, some of which
are out of date. However, they have been included in the hope that students
of Islamic economic history may be able to benefit from them.

The sources for this book are innumerable. It is not possible for me to
recall from where I picked each particular term during the last sixteen
years. However, I have relied on the following lexicographical works for
checking the accuracy of the meanings:

e Al-’Isfahani, al-Raghib, Mujam Mufradat Alfaz al-Qur’an. Beirut:
Dar al-Kitab al-‘Arabi, 1392 AH.

e Ibn al-’Athir, Majd al-Din Abu al-Sa‘adat, al-Nahdayah fi Ghard’ib
al-Ahadith wal ’Athar. Beirut: Dar al-Turath al-‘Arabi, 1963 (5 vols).

e Qal‘aji, M., Rawwas and H.S. Qunaibi, Mu jam Lughah al-Fuqaha.
Beirut: Dar al-Nafa’es, 1985.

e Lane, EW.,, An Arabic—English Lexicon. London: Barley Brothers,
1955-6 (8 vols).

e Cowan, JM., A Dictionary of Modern Written Arabic. London:
Macdonald Evans, 1974.

My thanks are due to innumerable scholars and writers on Islamic eco-
nomics who provided me the source material for this book but they are too
many to be thanked individually. I must also express my deep gratitude to my
wife, Aquila, and to my children, Junaid, Noori, Asma, Amina and Marya
who spared me time during all the years I was working on this project.

Muhammad Akram Khan
Lahore

Pakistan

December 1988
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Glossary

A

AAD (Arab accounting dinar) One AAD is equal to 3 SDRs (Special
Drawing Rights). Used for settling balances among Arab League coun-
tries. See also AMF.

AAIB (African Arabian Islamic Bank) An international bank registered
in the Bahamas and entirely owned by private Muslim individuals, the
bank claims to conduct its operations on the basis of the shari‘ah.
It offers services in syndicated interest-free loans, international invest-
ment, technology transfer, trade, commodities and currency trade and
development funding. Perhaps the most prestigious of the bank’s involve-
ments was the multi-million dollar monorail scheme linking Calgary to
Edmonton (Canada) in 1984. Similarly, the bank was arranging financial
and trading services for Powell Chemicals of the United States for
Arabian Express Card — the first consumer discount and travel protection
card in the Arab World — and for various other activities, such as gold and
diamond mining in West Africa, windmill technology in Salt Lake city
and tar-sand technology in Canada.

AAOIFI (Accounting and Auditing Organization for Islamic Financial
Institutions) A private sector standard setting body, based in Bahrain,
with the aim of producing international accounting standards within the
shart ‘ah framework for Islamic banks and financial institutions. Within
the organization, there is a Financial Accounting Standards Board con-
sisting of 22 voluntary members representing Islamic banks, users of
financial statements of these banks, practicing accountants, academics,
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shari‘ah scholars and regulatory bodies. The Board is assisted by a
shari‘ah committee, which reviews proposed pronouncements and
advises the Board on their compliance with the Islamic precepts. There
is an Executive Committee for Planning and Follow-up, which recom-
mends priorities to the Board and draws up its agenda. The Supervisory
Committee of the organization consists of 17 voluntary members and has
the responsibility, besides oversight, to raise funds for the organization.
The AAOIFI follows an extensive due process of eight phases which
governs the production of its standards.

ABC (Arab Banking Corporation) Islamic Bank An exempt joint
stock company incorporated in Bahrain in 1985 and a wholly owned sub-
sidiary of the ABC. It operated as an investment bank up to 31 December
1997 but has engaged exclusively in Islamic banking activities since
then. Authorized capital at the end of 1998 was US$ 52.5 million, of
which US§$ 42.5 million was issued and fully paid.

ABID (al-Baraka Investment and Development Company) ABID,
established in 1982, is the financial services arm of the Dallah
Al-Baraka Group of Saudi Arabia, encompassing 43 banks, financial and
investment institutions in 29 countries and is responsible for managing
the group’s world-wide Islamic banking, insurance and leasing resources.
Founded in 1969 by Sheikh Saleh Abdullah Kamel, the group is a con-
glomerate of over 300 companies and had an asset base of US$ 7.0
billion and investment of US$ 900 million in 1997.

ACC (Arab Cooperation Council) Set up by Egypt, Iraq, Jordan and
Yemen. Aims are: coordination and harmonization of major economic
policies, especially in finance, customs, industry, trade and agriculture
moving towards a common market.

ACM (Arab Common Market) Egypt, Iraq, Jordan and Syria formed
the ACM in 1964 and abolished all tariffs on locally produced agricul-
tural, animal and mineral products in 1971 and on manufactured goods
in 1973. Libya joined the ACM in 1977, Mauritania in 1980 and PDR
Yemen in 1982. These countries did not implement the free trade provi-
sions until the end of 1985. In practice, non-tariff barriers were not
removed.
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ACU (Asian Clearing Union) Established in 1974 and started function-
ing in 1975, has seven members of which Bangladesh, Iran and Pakistan
are Organization of Islamic Conference (OIC) members. Other members
are Myanmar (formerly Burma), India, Nepal and Sri Lanka. The objec-
tive is to facilitate payments for current international transactions and to
promote use of participants’ currencies. The unit of account is Asian
Monetary Unit, which is equivalent to 1 SDR of the International
Monetary Fund (IMF).

acquired equity A proposed term for the capital that a business firm
other than a joint stock company obtains for meeting its financing needs
for a specified period after which it would be returned to the investors.
The basis for acquiring these funds could be any of the permissible
modes of finance. This is to be distinguished from the owners’ equity,
which is contributed by the owners on a permanent basis. An alternative
term for such financing is redeemable equity.

al-‘adadiyat Things that are sold by units, such as oranges and eggs.

’adahi Lit: Sacrifice of animals. 7ech: Obligation on every person having
wealth beyond a certain minimum (nisab) to sacrifice an animal during
10—-12 of the Islamic month of Dhu al-Hajj to commemorate the way
(sunnah) of Prophet Abraham.

al-‘adl Lit: Straightness, justice, fairness, equitableness. Tech: It consists
of two elements: first, a sort of balance should be maintained among the
people with respect to their rights; second, everyone should get what is
due to him and pay what is due from him. What al- ‘adl really demands
is balance and proportion, rather than equal rights of citizenship. In cer-
tain respects, equality can be quite contrary to justice, such as in case of
moral and social equality between parents and their children, or equality
of remuneration between those doing higher services and those not so
eminently engaged. What Allah has ordained is proportion and balance
in the equality of rights. Al- ‘adl requires that every person should be ren-
dered all of his or her moral, social, economic, legal, political and civil
rights. Al-‘adl is a mother virtue in the Muslim society. Individuals and
society as a whole should observe justice in all their dealings. (4Ant:
al-zulm, which means to deprive someone of his rights.)
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al-‘afaf Lit: Abstinence, virtuousness, decency, honesty. Tech: A state of
contentment with whatever little one has and to appear rich with it
despite being poor.

al-‘afw  Lit: surplus. Tech: The expression appears in the Qur’an (2: 219)
wherein people have been instructed to spend in the cause of Allah what-
ever is over and above their needs. Some people have also applied the
concept of al-‘afw to the canons of taxation in the Islamic economy.
According to them, the Islamic state should tax people on the income or
wealth that is over and above the needs of the individuals.

agency-based contract for investments Relating to Islamic banks, refers
to investment contracts where the investment account holders appoint the
Islamic bank as agent for investing their funds for a specified fee and
share of profit if it exceeds a certain level, the latter being an incentive
for the Islamic bank to achieve a return higher than expected.

Agreement for Promotion, Protection and Guarantee of Investments
among Member States of the Islamic Conference Initiated by Saudi
Arabia in 1981 to supplement and make firm the 1977 General
Agreement among OIC countries, it primarily relates to liberalization of
capital movements and protection of direct investments by member
states.

’ahadith al-mu‘amalah Traditions of the Prophet relating to the Khaibar
lands which he returned to the Jews after conquering Khaibar. The terms
of agreement provided that the Jews would pay half of the produce of
these lands to the Muslims.

AIB (asset ’ijarah bond) A proposed financial instrument for mobiliz-
ing finances for durable assets. The proposed bonds are securities of
equal denomination for each issue, representing physical durable assets
that are tied to an ‘ijarah contract as defined in the shari ‘ah. In its sim-
plest form, the AIB is based on a leased asset, say, a building of school
leased to the government. The lease contract becomes the AIB, generat-
ing a stream of rents periodically. The AIB contract can be sold and
bought in the market at a market price that is formulated by the market
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demand and supply. Against one lease contract, AIBs of smaller denom-
inations can be issued. Each holder of the AIB can claim his entitlement
of the rent on due date from the government. More sophisticated forms
of AIBs are possible by introducing banks as intermediaries. The banks
can raise funds for financing the purchase of assets and then leasing the
asset on behalf of the owners to government or any other agency. The
agreed rent can be translated into AIBs of suitable denominations
according to the funds provided by each investor. Provision for the ulti-
mate sale of asset to the lessee at the end of lease contract can also be
made. The return on AIB can also be made variable or indexed with infla-
tion rate over longer period. They can also incorporate a variable period
for payment of rent which can be different from the period of the lease.
Similarly, AIBs can apply some restrictions on the use of assets. They
have also been termed as asset ’ijarah securities.

AIG Asian Infrastructure Fund Sponsored by American International
Group (AIG), a US-based international company, in 1994 for investment
in infrastructure projects of China, India, Pakistan, Malaysia, Indonesia,
the Philippines, Thailand and other countries. Emerging Markets
Partnership, a consulting company, is managing the fund.

AIS (asset ’ijarah securities) See AIB. Also see asset ’ijarah securities —
simple, asset ’ijarah securities involving financial intermediaries, asset
’ijarah securities issued by the government and transferable ’ijarah
warrants.

AIS —financial (asset ’ijarah securities involving a financial intermediary)
A proposed financial instrument for the government to raise funds by leas-
ing out certain assets. In this case, a bank can be asked to act as an inter-
mediary, providing its expertise for issuing and selling the securities. The
bank will get compensation for its services from the government.

AIS - government (asset ’ijarah securities issued by the government)
A proposed financial instrument for raising funds by the government
through leasing of specified assets. The securities are issued and man-
aged by a government department, usually the one that needs funds.

AIS — simple (asset ’ijarah securities — simple) It is an alternate term
for asset ’ijarah securities or AIBs.
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al-‘ain Relating to the law of zakah, originally meaning gold and silver
but now also applicable to coins, currency notes, demand deposits, time
deposits and any other form in which money may be held. The word has
several other meanings in figh in general.

al-’ajir al-khass Lit: Specific worker. Tech: A full-time worker who agrees
to perform a certain duty for one employer exclusively. For example,
a watchman, who sells his time exclusively to his employer. See also
al-’ajir al-mushtarak.

al-’ajir al-mushtarak Lit: Shared worker. Tech: A worker or craftsman
who does not earn wages until he performs the specific task assigned to
him. For example, a washerman, a dyer or a carpenter. Such craftsmen
do not sell whole of their time; instead, they agree to perform certain
tasks for specified wages. See also al-’ajir al-khass.

al-‘ajr al-mithl Wages prevalent in the market for a certain service.

al-’akarah Historically, peasants who held no fixed leases and were
mostly landless day labourers.

*akl bil batil Liz: Usurping another person’s property unjustifiably. Tech:
It is the Qur’anic expression for unlawful acquisition of wealth such as
riba, bribery and usurpation of orphan’s wealth, etc.

’akl al-suht Lit: Acquiring illegal property. Tech: Qur’anic term for
bribery, especially to accept gifts for distorting divine guidance.

al-‘amal Lit: Work or activity. Tech: A value of Islamic society that
stresses the need for hard work and action by human beings. The Qur’an
exalts work and condemns wasting of time in idleness and frivolities. The
work must be ‘good or beneficial’ (al- ‘amal al-salih). Islam recognizes
the individual’s right to choose any work for his livelihood but obliges
him to consider the needs of the society as well.
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al’amanah Liz: Reliability, trustworthiness, loyalty, honesty. Tech: An
important value of Islamic society in mutual dealings. It also refers to
deposits in trust. A person may hold a property in trust for someone else,
sometimes by express contract and sometimes by implication of a contract.

’Amanah Ikhtiar Malaysia A cooperative organization in Malaysia that
aims at combating rural poverty by advancing government sponsored
loans on interest-free basis. Its capital comes, mainly, from the Malaysian
Islamic Economic Development Foundation.

’Amanah Saham Bank Islam An Islamic unit trust fund established by
Bank Islam Malaysia Berhad. Its purpose is to provide a channel for
investors to pool their funds and invest in a manner approved by the
shari‘ah.

al-Ameen Islamic Financial and Investment Corporation (India)
Limited Incorporated on 12 April 1984 in Karnataka, India, it has four
branches, an authorized capital of Rs 10 million and paid-up capital of
Rs 0.5 million.

al-‘amil In a contract of mudarabah, the person who acts as a working
person. Also, in the law of zakah, a collector of zakah.

al-‘amil al-fai’ Historically, the official appointed to collect jizyah and
kharaj, to lease fai’ land and oversee its cultivation. The ‘amil would
receive payment for his services from out of the revenue collected by
him. He was not authorized to spend the revenue collected by him with-
out permission.

al-‘amilin In the law of zakah, persons involved in the collection,
distribution and management of zakah. It includes eleven categories of
officials, such as collectors, clerks, scribes, distributors, store-keepers,
accountants, etc.

al-’amin al-‘amm A person who holds in trust property of another per-
son, possession of which has been passed on to the trustee by the owner
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himself, but the principal objective of transfer is not safe custody. For
example, a tenant who hires a house or a mudarib in a contract of
muddarabah, etc. See also al-’amin al-khass.

al-Amin Company for Securities and Investment Funds A member of
Dallah al-Baraka Group, was founded in 1987 in Bahrain. Main activi-
ties are: issuance of participating shares in the variable share capital,
which form the basis for financing and investment transactions and
providing financial instruments that are capable of being traded in accor-
dance with the Islamic shari ‘ah. In February 1998, it had US$ 289 million
under its management.

al-’amin al-khass A person who holds in trust property of another
person with the principal objective of safe custody. See also al-’amin
al-‘amm.

al-‘amir Lit: Inhabited or cultivated land. 7ech: Land belonging to peo-
ple collectively, such as a path, a canal or a river. Nobody can claim own-
ership of these lands except with the express permission of the people.
See also al-mawat.

’amiri lands See mir1 lands.

AMF (Arab Monetary Fund) Established in 1977, has 21 members who
belong to the Arab League. The purpose is to provide short- and medium-
term loans to finance balance of payments deficits of member countries.
It has an authorized capital of AAD 600 (AAD = Arab accounting dinar;
1 AAD =3 SDRs).

AMU (Arab Maghreb Union) Set up by Algiers, Libya, Mauritania,
Morocco and Tunisia in 1987. Aims are: institutional framework and
broad guidelines for integration in food security, economy and finance,
infrastructure, human resource development, joint service and service
infrastructure, sectoral councils in trade, industry, energy, mines,
finance, tourism and crafts, a joint air company and an AMU
investment bank.
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al-’amwal al-fadilah Liz: Miscellaneous receipts. Tech: Miscellaneous
receipts of the bait al-mal. It was a regular head of account in the bait
al-mal of the caliph and consisted of such unclaimed receipts found on
the way (lugatah), property of the heirless or properties of persons who
had fled from the Islamic state.

al->’amwal al-ribawiyah It connotes six items on which riba al-fadl
arises: gold, silver, dates, wheat, salt and barley. Their exchange has been
conditional with equality in weight and measure and simultaneous trans-
fer of possession, failing which it would involve riba al-fadl. It has been
held by some jurists that riba al-fadl arises only in respect of these six
articles, but others have included other articles similar to these six.

al-’anfal Lit: An accretion or addition received beyond one’s due. Tech:
Spoils of war, signifying that they are incidental accessions above and
beyond anything that a mujahid is entitled. A mujahid fights to uphold
the cause of righteousness and for the supremacy of Islam. If in this fight
he gets a share in the spoils of war, it is an extra favour to him. See also
al-khumus.

‘anwah fai’ See sulh fai’.

al-‘aqar Lit: Immovable property. Tech: Relating to the law of kharaj and
‘ushr, it includes immovable property and all other allied forms of prop-
erty such as minerals, treasure trove and fruits on trees, etc.

al-‘aqd Legal contract implying an enforceable act involving a bilateral

— =

declaration, namely, the offer (’7jab) and the acceptance (gabiil ).

al-‘aqid Lit: One who contracts. Tech. In the law of ‘inan partnership, the
partner who enters into a transaction with a third party. The other part-
ners are known as mu 'wakkal. The jurisdiction of al-‘agid has been
defined specifically for different types of transactions. The ‘agid acts as
agent (wakil) of the remaining partners but not as surety (kaf1/) for them.
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al-’aqilah  Liz: The group of people who share the blood-money liability
of any one among them.

al ’aqrab fal ’aqrab  An important juridical principle for distributing the
wealth of a deceased. It means that the nearer ones of the deceased have
a prior right over his or her wealth than the distant relations.

Arab accounting dinar See AAD.

Arab Common Market See ACM.

Arab Cooperation Council See ACC.

Arab Maghreb Union See AMU.

Arab Monetary Fund See AMF.

ARABIC (Al-Rahji Banking Investment Corporation) The largest
Saudi banking company with an international network. Started Islamic
banking in 1985 from Saudi Arabia.

al-‘arida Pertaining to the fiscal administration of the ‘Abbasids (AD
750-945), a register containing information about expected and actual
receipts and payments. It contained three columns: the estimated yield
(‘asl); the actual yield (istikhraj); and the difference between the two.

al-‘araya See bai‘ al-ariyyah.

al-’ard al-’adi  Abandoned or dead lands without any traceable owners.
See al-’ard al-mawat.

ard al-‘afw A category of su/h lands, taken over by the Muslims from an
enemy as the original owner had left without fighting.
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’ard al-‘anwah Land conquered by Muslims by force of arms and
without any agreement.

al-’ard al-ba’ida” Bare or uncultivated land, especially land without
fruit trees.

’ard al-b‘al According to some, it consists of areas where the level of
underground water is so high that it brings moisture to deeply sunk plant
roots, while others think it is the land that is watered by a sufficient sup-
ply of rainfall. Historically, these lands were also treated as ones that did
not involve human labour for irrigation. Therefore, the tax on them was
the heaviest.

al-’ard ghair al-mamliikah See al-’ard al-mubahah.

’ard al-ghil Lands irrigated by water dammed up in reservoirs or from
underground canals. Tax on them was ‘ushr or half- ‘ushr, depending
upon the investment involved in irrigation.

’ard al-hawz Originally, it meant a land taken over by the state treasury,
as its owner died without leaving any heir. Gradually, it came to be iden-
tified also with lands annexed to the state by way of ghanimah.

al-’ard al-khalisah The lands declared as public property.

’ard al-kharaj Lands owned by non-Muslims but which have been
conquered by the Muslims, either by force or by truce but left with the
previous owners by the Islamic state. The Islamic state levies a land tax
as in the treaty or as fixed by itself.

al-’ard al-khassah Lands exclusively meant for the Prophet. They were
as follows: first, Fadak and the land of Banii Nadir and all the goods
therein which ‘God had returned’ to him without war. Second, saf7y or
safiyah which the Prophet had selected for himself from the booty
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before it was divided among the Muslims. Third, one-fifth of the khumus
of the booty, that is, 1/25th of the booty.

’ard li-bait al-mal See al-’ard al-mamlakah.

al-’ard al-mahmiyah Land in a village set aside for establishing streets,
markets, recreational parks, festival grounds, etc. The purpose of such
land could be general or specific such as for grazing. The property rights
of such land remain with the bait al-mal. The land so marked cannot be
sold. The state has the responsibility to regulate its use. See also al-hima.

al-’ard al-maitah ‘Dead’ or abandoned lands whose owners are not
traceable. Also known as al-'ard al-mawat.

’ard al-mamlakah A generic term used for all lands owned by the state.
In case of such lands, the cultivator is a state tenant and does not possess
the right of alienation or transfer. It is also known as al-’ard al hawrz,
al-"ard al-sultaniyah or al-’ard li-bait al-mal. Main sources of these
lands are: (i) conquest of foreign lands not occupied by anyone at the
time of conquest; (ii) state accession of lands left by the heirless;
(ii1) khumus of the conquered lands; and (iv) lands conquered by storm
and appropriated by head of the state to the bait al-mal.

al-’ard al-mawat Those lands located away from habitation whose own-
ers are not traceable or the lands, which were never occupied by anybody.
Such lands become property of the person who develops and tills them.
Al-mawat do not include: (i) the common lands of a community, such as
meadows, woods, fuel, etc.; (ii) the lands having known deposits of min-
erals such as salt, coaltar and petroleum and are required by the people
at large; and (iii) the lands declared as state pastures (hima). According
to some jurists, for avoiding disputes, the person developing and
possessing such lands must obtain permission from the state.

al-’ard al-mubahah Lands not owned or occupied by any identifiable
person. Also known as al-’ard ghair al-mamlitkah. They are of three
types: (i) the lands that provide common convenience to the inhabitants,
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such as streets, roads, drains, graveyards, mosques, grazing fields, etc.
and cannot be owned by any particular person nor can the state impose
proprietary restrictions on their use; (ii) the lands, consisting of jungles,
barren fields, mountains, etc. that do not provide any common conven-
ience, are not arable and are not owned by any one; and (iii) the arable
lands not owned by anyone, also known as al-ard li-bait al-mal.

al-’ard al-mukhtassah The most fertile lands of fourteenth century Spain
procured by the sultan. The agricultural proceeds were the property of the
ruler.

’ard mulk  ‘Ushr7 lands in the Ottoman empire (AD 1300-1925).

’ard al-quni Land watered from underground canals. Historically, tax
on this land was lower than ‘ushr, since they involved investment in
irrigation.

’ard al-saih Lit: Lands irrigated by running water (of rivers and valleys).
Tech: A category of land taxed most heavily since it involved the least
human effort.

’ard al-sail Lis: Lands irrigated by rain-flooding. Tech: A category of
land, taxed most heavily (like 'ard al-saih) because it involved the least
human effort for irrigation.

’ard al-sulh Lands of a conquered country for which there exists a pro-
vision in the agreement of truce.

al-‘ard al-sultaniyah See al-’ard al-mamlakah.

’ard al-timar A piece of land donated by the state to a person from out
of heirless lands accessed to the bait al-mal. The donee gets right to the
produce of land after paying for subsistence of the tillers. The ownership
remains with the bait al-mal.
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al-’ard al-‘ushriyah It refers to all lands owned by Muslims who
pay ‘ushr on it. They include lands, whose owners convert to Islam; the
lands of Arabian peninsula; and the lands conquered by the Muslims by
fighting and the conquered lands distributed among soldiers of the
Muslim army.

’ard al-waqf The land assigned to the welfare of the community either by
the Islamic state, corporate bodies or by individuals. See also al-hima.

al-‘arif Lit: Aware, cognizant, expert. Tech: The person who informs
about zakah beneficiaries. He is included in the category of zakah
workers (‘amilin).

al-‘ariyah  Lit: Borrowed. Tech: To allow another person receive benefit
from one’s property without any consideration. It is one of the customs
of the Muslim society. People may borrow small articles of household
goods from neighbours and relatives. The difference between ‘ariyah and
qard is that in the former case, the thing borrowed (which is always other
than money) is to be returned in its original form, whereas in case of
qard, the loan can be, and is usually, returned in money of equivalent
value.

al-‘ariyah al-madmiinah Allowing someone to use one’s property
against surety or guarantee.

al-’arzaq Daily ration of wheat, barley and other foodgrains (including
cloth) periodically distributed free among the people in the early days of
Islam.

al-‘asabah Relating to the law of inheritance, those relatives in whose
line of relationship no female enters. There is no fixed share of the
‘asabah prescribed in the Qur’an. If the deceased is not survived by any
dhawul-fara’id, the whole of the property falls to the ‘asabah, otherwise
the residue of the dhawul-fara’id. The ‘asabat are the following relatives:
(1) sons and daughters (grandsons/daughters in the absence of sons and
daughters); (ii) father, grandfather and great-grandfather, if there is no
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son, grandson, daughters and grand-daughters); (iii) in the absence of
son, grandson, daughter, grand-daughter, father, grandfather, brother is
an ‘asabah including sons and daughters of the brother if the brother is
not alive; (iv) consanguine brother; if none of the above is alive; and
(v) full paternal uncle, if there is no consanguine brother.

‘asb al-fahl A pre-Islamic practice of selling the services of a male
animal to cover female animals. It was also known as dirab al-fahl, dirab
al-jamal or shabr al-jamal.

ASEAN swap arrangement Established in 1967, it has six members:
Brunei, Indonesia, Malaysia, the Philippines, Singapore and Thailand.
The main purpose is to provide short-term financing for meeting balance
of payments difficulties of the participants. The size of the facility is
US$ 200 million and each member may be asked to contribute
USS$ 40 million against a borrowing limit of US$ 80 million.

’ashab al-matalib An institution of eighth century Egypt, guilds which
worked in close collaboration with the official mint (dar al-sikkah) to
uncover hoarded wealth of tombs and funeraries. One-fifth of such dis-
coveries was credited to the bait al-mal as khumus. The hoarded gold
from the tombs of Pharaohs was largely brought to circulation by the
efforts of such guilds.

Asian Monetary Unit See ACU.

al-‘ashir Collectors of custom duties and zakah stationed by the state on
the public roads.

ASIFI (Auditing Standard for Islamic Financial Institutions)
Auditing standards as approved by the AAOIFI, Bahrain.

al-’asl  See al-diwan.

asset ’ijarah bonds See AIB.
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al-‘atd”> Annual pensions distributed among the people from out of
bait al-mal during the early days of Islam.

al-’atharm1 Relating to the law of ‘ushr, land exclusively irrigated by
rainfall.

al-‘awamil Relating to the law of zakah, animals employed for work or
for tilling of land.

Awqaf-i-Humayun It was an Ottoman Empire (AD 1300—1925) institution.
It referred to assignment of the crown lands or other forms of public
revenue by the Sultan on a provisional long-term lease for the creation and
support of religious institutions.

awqaf al-nuquid Lit: Cash endowments. Tech: An institution prevalent in
the Ottoman Empire from fifteenth century. It was a means of providing
public services like education, health and other welfare activities. People
with surplus funds would form a trust with their funds with the stipula-
tion that the principal sum will remain intact and the return on it will be
used for socially beneficial activities. The principal sum could be
invested only on lawful activities like mudarabah, joint ventures and
could not be lent on interest. The ‘cash endowments’ were distinct from
the commonly known endowments where an immovable property was
usually subject of the endowment. Cash endowments became a channel
for providing finance to those who needed it by the wealthy people.

al-’awraj Relating to the ‘Abbasid (AD 750-945) fiscal administration, it
was an official register used in the revenue department. It contained
information about each individual tax payer regarding the tax assessed, col-
lected and the balance payable. The register was divided in geographical
zones so that the exact amount due from each tax agent (jahbadh) was
known. As tax instalments came in, the amounts were recorded in
al-"awaraj and then transferred each day from a day-book (the ruznamay).

*ayah al-fai’ Verses 59: 610 of the Qur’an relating to fai’.
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’ayah al-kayy Verses 9: 34-35 of the Qur’an condemning accumulation
of wealth.

’ayah al-kanz  Verses 9: 34-35 of the Qur’an condemning accumulation
of wealth.

‘ayn al-yaqin Knowledge acquired with certainty by perception and
reported perception or observation.

AZIF (Awqaf Zakah Investment Fund) A proposed financial institu-
tion to be registered as a waqf but operating as a profit-seeking corporate
venture. The institution would channelize zakah into long-term invest-
ments. The zakah-collecting agencies will purchase shares in the AZIF.
These shares will be negotiable and transferable. The zakah-collecting
agencies will distribute AZIF shares among beneficiaries of zakah. The
AZIF shareholders will be able to buy everyday needs from appointed
stores against these shares. There will be a secondary market for these
shares, if the shareholders want to liquidate them. The government guar-
antees the face value against any possible losses in investment. The AZIF
will invest the funds into long-term investments and the holders of its
shares will get a part of the profit or loss.

B

back-to-back ’istisna‘ A form of double ’istisnd‘ contract, where a com-
pany approaches an Islamic financial institution to provide finance for
constructing a facility like a power plant. The financial institution agrees
to provide the constructed facility on the basis of ’istisna ‘. It engages
some engineering firm to construct the plant, again on the basis of
*istisna ‘. The difference between the price that the financial institution
would pay to the engineering firm and the price that it would receive
from the original buyer company would be its profit (or loss).
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badal al-khuluw Lif: Compensation for getting a leased property vacated
from the tenant. 7ech: It has four possibilities: (i) The owner of a prop-
erty agrees to pay a certain amount in lump sum over and above the
monthly rent, which is usually a small amount. The lump sum is sup-
posed to be rent of the property. In case the owner gets the property
vacated prematurely, he has to return part of the lump sum. In such cases,
total period of the lease is also determined before hand. This is consid-
ered lawful in the shari‘ah. (ii) The above agreement can take place
about a property which is already leased but the agreement for badal
al-khuluw takes place during the currency of the current lease. This is
considered lawful in the shari ‘ah. (iii) The agreement for badal al-khuluw
takes place after the lease is expired. It is not lawful to enter in such an
agreement as the lease agreement is already over and now the owner or
the tenant cannot claim anything from each other. (iv) During the cur-
rency of the lease, the tenant, in agreement with the owner, sub-lets the
property to another lessee and the new tenant agrees to pay some com-
pensation to the owner and the old tenant. This is also covered by the
shari‘ah. The system of badal al-khuluw is also known as pagari system
in Indo-Pak subcontinent.

Bahrain Islamic Bank Incorporated on 7 March 1979, operations began
on 22 November 1979. Authorized capital, BD 23 million; subscribed
capital, BD 11.5 million; and paid-up capital, BD 5.75 million.

al-bai‘ Lit: A contract of sale. Tech: Sale of definite goods or property
with the free consent of parties for a definite price. It involves proposal
(’"7jab) and acceptance (gabiil). It has many types.

bai¢ al-‘abd al-’abiq Sale of a slave who has escaped his master. It was
prohibited by the Prophet.

bai‘ ’ajlin bi-‘ajilin Lit: Sale of something to be delivered later for a price
to be paid immediately. 7ech. It is an alternate term for bai¢ al-salam.

bai‘ ‘ajilin bi-’ajilin Lit: Sale of something to be delivered immediately
for a price to be paid later. Tech: This is an alternate term for bai‘
al-mu’ajjal.
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bai‘ ala al-bai¢ Liz: Sale over the sale of another person. 7ech: Attempt
of a third person to sell his produce while the sale deal is in the process
of being concluded between two persons. The intention of the third per-
son is to upset the bargain that is taking place. This is done usually by
quoting a lower rate or pointing out defects in the goods being sold by
the other seller.

bai‘ ‘ala al-wasf Sale on the basis of specifications, without showing the
object of sale to the buyer.

bai‘ al->’amanah A sale whereby both parties express trust in each other.
Examples: bai‘ al-wafd, bai‘al-talji’ah, bai‘ al-wadiyah, murabahah, etc.

bai¢ al-‘ariyah A sale deal of fruit-on-the trees (usually dates) in which
some trees in the garden are not part of the sale deal but are donated
by the owner to the poor who can exchange fresh fruit of these trees
for dry fruit (dates) for their household consumption and not for further
sale. This type of deal is an exception to the general law of sale which
prohibits exchange of fresh fruit for dry fruit. It is also known as bai ‘ al-
‘arayah.

bai‘ al-’asnam  Sale of idols, including earnings of a sculptor.

bai¢ al-bara’ah A contract of sale in which the buyer agrees to buy goods
in whatever state they are, provided the seller assures that he is not aware
of any defects in the goods. If subsequently, some defects are found, the
seller is not made to pay any compensation except that the buyer shows
that the seller was aware of the defects at the time of sale.

bai‘atan fi bai’ah  Liz: Two sales in one. Tech: A contract of sale in which
a seller offers to sell something for a certain price on cash but for a
higher price on credit. It also applies to a situation in which a person sells
merchandise for a certain cash price on the condition that the buyer will
sell it back to him at a higher price on credit. Thus, the first seller bor-
rows a certain amount of money to be paid back with an increment (7iba)
sometime later. It is one of the contrivances to legitimize riba. It also
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refers to a situation where a person offers to sell either one of the two
things, without specifying any. It creates uncertainty in the deal.

bai‘ bil barnamaj Sale of whole bales of goods on the basis of their
description in an accompanying catalogue or list of contents (barnamay)
without actually unfolding the goods. This was in vogue in Medina and
other Islamic cities in the first century A.H.

al-bai¢ al-batil An agreement of sale which is unlawful in respect of its
substance and description. For example, an agreement of sale concluded
by a lunatic or a minor is batil since it does not possess substance of the
agreement, which is the proposal and acceptance by a sane or major per-
son. Similarly, an agreement to sell a dead body or alcohol is not lawful
since it involves exchange of mal for something valueless (ghair
mutagawwam). See also al-bai‘ al-fasid.

bai‘ al-dain Sale of debt for cash. For being compatible with the
shari‘ah, the sale must be at par value. This is being used by some
Islamic banks for providing re-finance to some clients who have an exist-
ing interest-free loan in their assets. The Islamic banks provide cash on
the basis of profit-loss sharing.

bai‘ al-dain bil dain Liz: Sale of a debt for a debt. 7ech: A person agrees
to sell a commodity to be delivered later for a price which he already
owes to the intending buyer. Thus, both the price as well as the product
are in the form of debt.

bai‘ darbah al-gha’is A sales contract in which the buyer agrees to buy
for a certain price whatever a diver will bring out from the bottom of the
river or ocean.

bai¢ dirab al-jamal Hiring of a camel to cover a she-camel.

al-bai¢ al-fasid An agreement of sale that is lawful in its substance but
unlawful in respect of its description. The substance of the agreement
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refers to proposal, acceptance and the article of sale. The description refers
to characteristics other than the substance, such as price of the article of
sale. If an agreement of sale for a definite article is concluded by
proposal and acceptance but the price is not settled, the agreement would
be fasid although it is enforceable (mun ‘aqad) so far as its substance is
concerned. See also al-bai‘ al-batil.

bai¢ al-fudali An agreement of sale concluded by someone on the
property of another without the permission of the latter.

bai¢ al-gha’ib Sale of non-available or concealed goods. This type of
contract falls in the general category of bai‘ 'al-gharar, since the object
of sale is uncertain. The purchaser has the option to revoke the contract
upon seeing the goods in question.

bai‘ al-gharar Lit: A sale involving risk. Aleatory sale. Tech: Sale
of a thing that one does not have in one’s possession nor does one
expect to bring it under one’s control, such as fish in the river or birds
in the air. Possession is one of the basic conditions for a valid contract of
sale. One cannot sell a thing which is not in one’s possession; it
involves risk for the buyer. Bai‘ al-gharar is also a general term for all
such sale deals that do not specify the commodity of sale or price or time
of sale or where the ability of the seller to deliver the commodity is
absent.

bai‘ habal al-habala A type of business transaction prevalent in pre-
Islamic Arabia where the unborn child of a camel was sold while it was
still in the womb of the she-camel.

bai¢ al-hadir li-bad Lit: Sale by the urbanite for the nomadic. Tech: A
type of business practice in the days of the Prophet whereby some peo-
ple worked as agents of the grain growers of the rural areas. These agents
earned profit both from the seller and the buyer and often deprived the
rural cultivator of his just profit and the urban buyer of a just price. The
Prophet prohibited this type of arrangement, enabling the sellers and
buyers to deal directly with one another.
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bai‘ al-hasah A type of business transaction in pre-Islamic Arabia where
the contract was concluded by the buyer throwing pebbles towards the
merchandise, the one hit by the pebble becoming the object sold.

bai‘ bi ’ilqa’ al-hajar An alternate term for bai‘ al-hasah.

bai¢ al-‘lnah A contract of sale where a person sells an article on credit
and then buys back at a lesser price for cash. Example: A asks a loan of
$10 from B. Instead of asking for interest on this loan, B applies a con-
trivance. He sells an article to A for $12 on credit and then buys back
from him the same article for cash at $10. A ends with a cash of $10 and
agrees to pay back $12, as price of the article.

bai‘ ’istighlal An alternate term for bai‘ bil-wafa.

bai¢ al-’istijrar A form of sale whereby the buyer keeps on taking the
goods from the seller as and when needed with or without settling the
price and then settles the account later on. Example: A person keeps on
taking meat from a butcher as and when needed and pays him at the end
of a month. Alternatively, it also applies to a situation where a person
deposits the price in advance but receives the goods later on in instal-
ments. Example: paying annual subscription of a journal in advance and
receiving the journal on its publication.

bai¢ al-’ist’iman A contract of sale in which the sale price is settled by
accepting unquestionably the statement of the seller (regarding cost, etc.).

bai‘ al-’istisna‘ A contract of sale whereby the purchaser asks the seller
to manufacture a specifically defined product using the seller’s raw mate-
rials at a given price to be delivered at a specified place. The contractual
agreement of 'istisna‘ has a characteristic similar to bai ‘ al-salam in that
it provides for the sale of a product not available at the time of sale. It
also has a characteristic similar to the ordinary sale in that the price may
be paid at the time of delivery of the product. See also back-to-back
’istisna‘.
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al-bai¢ al-jabarl Lit: Forced sale. Tech: A sale deal concluded forcibly
against the free will of the owner of an asset, usually, to discharge an
obligation of the owner (like paying of his overdue debt), or to remove
harm from others (like sale of hoarded grains in times of general
shortage), or to serve public interest (like widening of a passage to a
mosque). Other common examples are: nationalization of private assets,
appropriation of excessive land holdings for distribution among the
landless or forcing a company to sell a certain extent of its shares to its
employees or to the general public for improving distribution of wealth
and incomes.

bai‘ al-juzaf The sale of goods that are unknown or undetermined as to
their quantity, especially foodstuffs. Such a sale is considered invalid
until the goods have been received by the purchaser.

bai‘ al-kali bil kali Lit: Postponement or delay in the payment of a debt.
Tech: A type of credit sales in which on due date, the debtor seeks exten-
sion with the promise to pay something in addition to the original price.
In fact, the amount of debt is sold to the debtor for some profit. Example:
A person buys something on credit for a certain period and when the
period of payment comes and he does not have enough to pay, he says to
the creditor: ‘Sell your debt to me on credit for a further period. I shall
add such and such amount to it’. On this, the creditor sells the original
debt to the same debtor for a higher price. The Prophet termed the
increment on the original debt as riba.

bai‘ al-khamr Sale of alcoholic drinks. It includes preparation, filteration,
carriage, storage and all allied activities, including sale of containers and
utensils of alcoholic drinks.

bai¢ al-khiyar Conditional sale. A sales contract that provides an option
to the buyer to annul the deal. See al-khiyar.

bai‘ al-laban fi duru‘ al-’an‘am Sale of milk in the udders of the
animals. This is allowed only if the milk is measured after milking and
the price is charged for actual quantity of the milk.
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al-bai‘ li-’ajal Lit: Deferred sale scheme. Tech: A method of instalment
sales adopted by some Islamic banks. According to this, the bank
arranges to provide an asset on credit, the credit price being higher than
the cash price, but the ownership of the asset is passed on to the client
immediately. The bank agrees to receive back its money in instalments.
There is no recourse to the bank if the client defaults.

bai‘ al-ma’ Lit: Sale of water. Tech: Sale of surplus water of a natural
source such as river, spring, canal, etc.

al-bai‘ al-mabrur A sales contract that has no concealment of facts,
dishonesty or doubt.

bai‘ al-madamin Lit: Sale of the contents. Tech: A sales contract in
which a package is sold without specifying the contents.

al-bai‘ al-madmiin A guaranteed sale with respect to commodity, price,
quantity, quality, place and time of delivery. Often used for bai ‘ al-salam.

bai‘ al-ma‘diim Sale of non-available goods. This type of contract is not
valid in the Islamic commercial law.

bai‘ al-maghanim hatta tugsam Sale of undivided booty. It was prohibited
by the Prophet.

bai¢ al-mahawij Liz: Sale of the needy. Tech: Denotes a situation where
the buyer and the seller are in urgent need of each others’ possession. For
example, if the buyer needs wheat urgently and the seller is also in need
of money they enter into a sale contract.

bai¢ al-malaqih Sale of the embryo or sale of what is in the womb of the
female.

al-bai‘ al-mawqiaf An agreement of sale that is lawful in substance and
description, but is concluded with the consent of a third party who does
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not have an absolute right of ownership over the property of the buyer or
the seller. For example, bai * al-fudiili.

al-bai‘ al-muw’ajjal Lit: A credit sale. Tech: A financing technique adopted
by Islamic banks. It is a contract in which the seller allows the buyer to
pay the price of a commodity at a future date in lump sum or in instal-
ments. 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.

bai‘ mu’ajjal-based tradeable securities A proposed financial instru-
ment for government finance. The government can issue these securities
for any purchases, prices for which have to be paid over a period of time.
The seller of the product would add his profit and other costs in the price.
The securities would have an amortization schedule. Each instalment
would be paid by the government on its due date. The holder of the secu-
rity would surrender the relevant coupon for claiming the payment. The
securities can be made transferable or tradeable at the stock exchange.
The discounted price of the securities would be equal to the face value
minus any collection costs at the transferee’s end and any income fore-
gone on tied funds. The essential conditions are: (i) the transferor cannot
re-purchase the securities directly or indirectly; and (ii) in case the actual
payment is not made, the holder of the security should have a right of
recourse on the original transferor.

bai‘ al-mu‘atah See bai‘ al-ta‘ati.

bai¢ al-mubadalah Exchange of dirhams and dinars by measuring their
quantities rather than by counting.

bai¢ al-mudtar A sale deal where the seller is under some sort of duress
to sell the commodity.

bai‘ al-muhaqalah A business transaction whereby grains in ears are
sold for dry grain.

bai‘ al-mukhatarah An alternate term for bai‘ al-gharar.
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bai‘ al-mulamasah A form of sale prevalent in the days of the Prophet in
which the buyer or the seller used to touch a piece of cloth and this very
act of touching finalized the deal.

bai‘ al-munabadhah A contract of sale prevalent in the days of the
Prophet in which the seller or the buyer would throw a piece of cloth
towards the other and this very act of throwing finalized the deal.

al-bai‘ al-mun‘aqad Lit: An enforceable contract of sale. Tech: A contract
to exchange things of value (mal) when one party proposes and the other
accepts it. It can be of four types: sahih, fasid, nafidh or mawqitf.

bai‘ al-muqayadah Selling a commodity for another commodity. Barter
exchange.

bai al-murabahah Sale of goods with an agreed upon profit mark up on
the cost. In its original concept it was a cash transaction with the inten-
tion of sparing the buyer the trouble of investigating the genuineness of
the price. The buyer would offer to sell the product at a certain price over
and above his purchase price. But it has been developed into a financing
technique by the present day Islamic banks. As practised by the Islamic
banks, the murabahah sale is of two types. In the first type, the Islamic
bank purchases the goods and makes them available for sale without any
prior promise from a customer to purchase it. In the second type, the
Islamic bank purchases the goods ordered by a customer from a third
party and then sells these goods to the same customer. In the latter case,
the Islamic bank purchases the goods only after the customer has made a
promise to purchase them from the bank. See also, financial murabahah
and credit murabahah.

bai‘ al-murawadah See bai‘ al-muwasafah.

bai‘ al-musawamah Lir: Haggling, bargaining. Tech: Sale of goods at
a price on which the buyer and seller agree after haggling without
mentioning the cost to the seller.
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bai‘ al-muskan An alternate term for bai¢ al-‘urban.

bai‘ mutajjarah Lit: Credit sale. Tech: A type of contract being used by
the Islamic banks to sell goods on credit to a third party. The goods are
selected by the third party. The price and payment terms are agreed in
advance. It is a type of al-bai * al-mu’ajjal.

al-bai‘ al-mutlaq Lit: Sale in general. Tech: An agreement of sale, cash
or credit, in general without (mentioning) any condition.

bai¢ al-muwasafah Sale of goods that has not been possessed, or sale of
goods by describing them without any inspection and possession, the
delivery being made later, after the vendor himself had bought them. In
this mode of bargaining, the commodity is not present. It is also known
as bai‘ al-murawadah. This is one of the type of bai al-gharar.

bai‘ al-muzabanah Exchange of fresh fruits for dry ones in a way that
the quantity of the dry fruit is actually measured and fixed but the quan-
tity of the fresh fruit to be given in exchange is guessed while it is still
on trees.

bai¢ al-muzayadah Liz: A public sale through auction in which the deal
is struck with the highest bidder. 7ech: A form of sale of a merchandise
in which more than one seller is interested, and before the deal is final-
ized some of the prospective customers start bidding up the price with-
out the intention of buying it.

al-bai‘ al-nafidh A contract of sale that does not involve any right of the
third party. It is of two types: lazim (binding) and ghair lazim (non-binding).
The lazim is a contract of sale that has no options (to rescind) for any of
the parties and the ghair lazim is a contract of sale that may have at least
one option for any of the parties.

bai¢ al-najash See al-tanajush.
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al-bai‘ al-najiz Lit: Completed, full, total, whole. Tech: Spot sale for cash
where the sale transaction is completed immediately.

bai‘ bil nasT’ah  Credit sale with a fixed term to pay the agreed price. This
method of bai * bil nasi’ah usually resulted in riba in the pre-Islamic days
and caused multiplication of the original price if not paid back at the
stipulated time.

al-bai‘ al-qat‘T A contract of sale that is final and binding in all respects.

bai¢ al-qimah  Liz: Sale of the real value of the goods. Tech: Sale through
a broker by asking him to realize a certain minimum price and allowing
him to keep anything over and above that price.

al-bai‘ bil raqam A sales contract prevalent in pre-Islamic Arabia in
which the merchandise was sold with reference to a certain mark or sign
on it without the buyer knowing its exact quantity.

bai‘ al-sadaqah hatta tugbad Sale or purchase of gifts before they had
been accepted. The Prophet prohibited this type of sale.

al-bai‘ al-sahih A contract of sale that is lawful in its substance and
description. The substance of an agreement refers to proposal, acceptance
and the article of sale (mabt*).

bai¢ al-salaf An alternate term for bai¢ al-salam.

bai¢ al-salam A sale agreement that involves advance payment for goods
that are to be delivered later. According to the general law, no sale can be
affected unless the goods are in existence at the time of the bargain, but
this sort of sale forms an exception to the general rule provided the goods
are defined, price is paid in advance and the date of delivery is fixed. The
objects of this sale are mostly fungible things and cannot be gold or silver
because they are regarded as monetary values. Barring this, bai ‘ al-salam
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covers almost all things that are capable of being definitely described as
to quantity, quality and workmanship. One of the conditions of this con-
tract is advance payment; the parties cannot reserve their option of
rescinding it but the option of revoking it on account of a defect in the
subject matter is allowed. It is also applied to a mode of financing
adopted by Islamic banks. It is usually applied in the agricultural sector
where the bank advances money for various inputs to receive a share in
the crop (that the bank sells in the market). See also, parallel salam.

bai¢ al-samak fil ma’ Sale of fish in the water. It is type of bai * gharar.

bai¢ al-sarf Sale of a monetary value for monetary value. Exchange of
currencies.

bai¢ al-sikak Lit: Sale through documents. 7ech: 7o buy certain goods
without taking possession except through transferring of papers of enti-
tlement. This was common in the early days of Islam and is also prevalent
in the modern times in future markets. Sale deals are concluded without
physical possession of goods from one party to the other, from second to
third, from third to fourth and so on. At each stage margins are added or
substracted without adding any utility to the products. They are all cov-
ered under bai‘ al-sikak. Similarly, selling only licences and permits
issued by the government is also covered by this.

bai¢ al-sinin  An alternate term for al-mu ‘awamabh.

bai¢ al-sirar It is a pre-Islam sale transaction that worked as follows.
One person says to the other: ‘I will put forth my hand and you shall put
forth your hand, and if I produce my signet-ring before you, it is sold to
you for such a price; and if you produce your signet-ring before me, it is
sold to me for such a price’. If they both produce or both of them do not
produce, they will do it again until only one of them produces the signet-
ring and the deal is concluded. It was a type of gharar transaction.

bai¢ al-subrah A form of sales contract in which a heap of food grains
(or any other commodity) is sold without measuring or weighing.
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bai¢ al-sulfah An alternate term for bai¢ al-salam.

al-bai‘ al-stirT  An alternate term for bai‘ al-talj’iah.

al-bai¢ bil takhir A contract of sale in which the payment has been
deferred.

bai¢ al-talj’iah Lit: A sales contract that is contrary to what it appears.
Tech: 1t is a simulated sale in which the seller pretends to have sold his
property when in fact he has not. For example, a person may show that he
has sold his property to his son so that the state may not confiscate it. In
recent times, this phenomenon was observed when in certain Muslim
states the feudal lords transferred their lands to their relatives to avoid con-
fiscation under land reforms regulations. It also refers to delaying tactics
of a defaulting debtor in which he transfers his property or assets appar-
ently to a third party for fear of creditors claiming a right on those assets
against their debts. In fact, the assets are not transferred to anyone but it is
posed as if they have been transferred. The third party whose name is used
is also made to testify such a transfer though the claim is untrue.

bai¢ al-ta‘ati A sales contract whereby the buyer picks up the goods and
the seller accepts the price without any explicit bargain. It is also termed
as bai‘ al-mu‘atah.

bai¢ al-tawliyah A contract of sale in which the seller agrees to sell a
product at his cost.

bai‘ bi thaman al-’ajil Liz: Sale with deferred payment. 7ech: A sale deal
in which a person sells an article for cash but buys it back on deferred
payment for a higher price. Thus, he gets cash immediately which he has
to repay with an increment later. This is one of the many subterfuges to
circumvent interest.

bai¢ al-thimar Sale of fruit on tree or sale of fruit-trees with or without
fruit on them.
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bai¢ al-thunya’ Lit: A sale with an exception. 7ech: Selling some goods
with the condition that a part of them, not precisely defined, will not be
included in the sale. For example, the seller says: ‘I sell the dates
of this garden for such and such price except the dates which young peo-
ple pick up for eating’. The condition has made the quantity of dates
uncertain. This is a type of gharar transaction.

bai¢ al-‘urban It is getting a thing against a nominal advance on the con-
dition that if the bargain is struck, the advance will be adjusted and if the
bargain is canceled, the seller will not return the advance. The advance
being nominal, the buyer has practically no liability. He will abide by
the contract if he finds it advantageous to him and will withdraw if it is
otherwise. The modern day options contracts in the stock exchange are
covered by bai‘ al- ‘urban.

bai¢ al-usiill Sale of land, houses, orchards or any other form of real
estate.

bai‘ wa salaf Lit: Selling and lending. Tech: A sales transaction in which
a seller says: ‘I shall sell you this product for such and such price if you
lend me so much money’. This is not allowed in the shar‘ah as it can
conceal interest in the sale price.

bai¢ wa shart Lit: A sale with a condition. Tech: A sales contract in which
an unusual condition is added to give an extra or undue benefit to the
seller or to the buyer. The Prophet has prohibited such sales.

bai‘ al-wad‘Tyah A sales contract in which a seller informs the buyer his
actual cost and then gives a further discount on it. Thus, it is a sale at
a loss.

bai¢ bil-wafa A sales agreement in which the buyer agrees to return the
goods at the same price once the agreement is concluded. It is permissi-
ble if the clause for returning the goods is not instituted beforechand.
But if the said clause is the essence of the contract, the agreement
becomes void.
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bai‘ah A measure of weight in Makkah of the Mamluk (Ap 1260-1517)
period to measure hides and skins. Equal to 97.5kg.

—_—

bait al-dawai‘ Lit: House of lost goods. Tech: Historically, a department
of the Muslim public treasury that held things lost by their owners and
found by someone else, waiting for the owner to claim them. The things
held in this department were kept for sometime and, if no one claimed
them, were credited to public treasury for final utilization in public
interest.

bait al-mal Lit: Public treasury. Tech: An institution of early and
medieval Islam, it functioned as the central bank of the state, state insur-
ance company and controller of domestic and foreign trade. The bait al-
mal had two main categories: bait al-mal al-‘ammah, the general
revenues of the state and bait al-mal al-khdssah, revenues accruing to the
ruler from crown domains (diyah al-khassah). The khalifah or his wazir
would re-appropriate funds from one head of account of the bait al-mal
to the other. The diwan bait al-mal kept the accounts and was subject to
audit by diwan al-zimam. The head of bait al-mal was known as sahib
bait al-mal. The sahib had the right to inspect diwan al-kharaj. Besides
central bait al-mal, there were buyut al-amwal at the provinces. The
khazin (treasurer) connected to the bait al-mal was responsible for taxes
paid in kind and stored at other financial centres.

bait al-mal al-‘ammah See bait al-mal.

bait al-mal al-khassah Historically, private treasury of the Muslim
caliphs to cover their personal, family and executive expenditures.

bait mal al-muslimin Public treasury of the Muslims for collecting and
disbursing charity and wagf funds. Usually, it was administered by the
chief judge (qad7) of the state. The funds were kept in the mosque under
safe custody. The chief judge was responsible for administering these
funds strictly in accordance with the shari ‘ah.

Bait al-Mal wa al-Tamwil See BMT.
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al-bakhs Lit: Too little, too low, very low (price). Tech: Qur’anic term for
exploitative decrement in value to others by traders in contracts of sale.
The people of Madyan during the life-time of Prophet Shu‘aib used to
exploit the strangers by colluding with each other and declaring genuine
money (coins) of the strangers as false or spurious. The stranger would,
thus, sell those coins to them at a low price. Thus, they would deprive the
ignorant stranger by collusion and deceit.

al-b‘al Relating to the law of ‘ushr, trees which fetch their moisture from
land (without any rainfall). ‘Ushr is levied on the produce of these trees.
See ’ard al-b‘al.

Bank Bumi-Muamalat Malaysia Berhad Second Islamic bank of
Malaysia that came into being in October 1999 by the merger of Bank of
Commerce and Bank Bumiputra.

al-baqarah al-muthirah Relating to the law of zakah, a cow or bull
engaged in tilling of land.

bar’a Pertaining to the fiscal administration of the ‘Abbasids (AD 750-974),
it referred to the official acknowledgement of the receipt of tax paid by an
individual into the royal treasury. The bar’a was issued by the jabhadh.

al-barakah Lit: Blessings. Tech: God’s blessing or bounty in relation to
one’s worldly pursuits. It refers to qualitative growth in one’s possessions.
The notion refers to an invisible but concrete blessing resulting from a
person’s conduct including, and most importantly, his economic behav-
iour. The concept maintains that righteous conduct will lead to returns
higher than those expected from calculations based on material factors
only. For example, the concept asserts that spending one’s wealth in the
cause of Allah will not lead to diminution but to its expansion due to
barakah. Such actions will, in fact, return to the giver some multiple of
his original expenditure. The concept establishes a positive correlation
between a person’s conduct and prosperity. It encourages Muslims to go
beyond the minimum requirements of the shari ‘ah in pleasing Allah. The
converse of the concept holds as well. An unrighteous conduct, in earning,
possessing or disposing of wealth, will rob the wealth of barakah.



34 al-Baraka Banking Group

al-Baraka Banking Group Established by the al-Baraka Group, had bank-
ing license from Bahrain Monetary Agency. With shareholding of 15
other Islamic banks worldwide, it is the largest Islamic banking group.
Its total assets were estimated at US$ 4 billion at the end of 1998. See
ABID.

al-Baraka Islamic Investment Bank Bahrain Incorporated on 21 February
1984 as a Bahraini Shareholding Closed Company. Authorized capital,
US$ 200 million; paid-up capital, US$ 50 million. The company has its
head office in Bahrain, four branches in Pakistan and a representative office
in Indonesia.

al-barid Liz: Mail or post. Tech: A measure of distance equivalent to
4 farasikh, 4800 dhir‘a or 22.176 km. Also used for the beast of burden
that carried mail and for the postman who used to ride that animal.

barrani See ’iltizam.

al-batil Lit: Futile, false, vain, invalid, void. Tech: A juristic expression
about something that is unlawful in substance as well as in description
(wasf). The Hanafite jurists distinguish between batil and fasid, the
latter denoting something which is not inherently void but has conditions
or characteristics which make it void. Other jurists do not distinguish
between batil and fasid.

battah A measure of volume used in Makkah during the eighth and ninth
centuries of Aijrah for measuring flour. Equal to 22.5 litres.

bazari Iranian term for a traditional merchant. The bazaris turned out to
be an influential class after the Islamic revolution in 1979. They influ-
enced the economic policies of the government significantly.

al-bazil Relating to exemption limit (nigab) for zakah, a camel that has
reached the eighth year and entered into the ninth year.
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benevolent bonds A proposed financial instrument for raising funds by
the government on a voluntary basis from the public. The government
may ask people to buy these bonds for the love of their country or due to
religious zeal in the hope of getting a reward in the hereafter.

al-bida‘ah A form of quasi-agency in medieval trading. It involved a
merchant who, unable personally to attend to a business affair, handed
over some of his property to another party for the latter to take care of it
for him. Upon completion of his task, the outside party, without receiv-
ing any commission, profit or compensation in any other form returned
the proceeds of the transaction to the merchant whose bidding he had
done. All parties to a partnership or mudarabah contract were endowed
with the right to exercise this practice freely because it was one of the
accompaniments of trade. It was often practised on reciprocal basis by
merchants for each other.

BIMB (Bank Islam Malaysia Berhard) First Islamic bank of Malaysia,
was established on 1 July 1983 with an authorized capital of M$ 500
million and paid-up capital of M$ 80 million. The Government of
Malaysia contributed 37.5 per cent of the paid-up capital. Other share-
holders include Pilgrims’ Management Fund Board, Muslim Welfare
Organization of Malaysia, State Religious Council, state religious agen-
cies and other federal agencies. The bank offers four types of account:
current account, saving account, investment account and special invest-
ment account. The current accounts are operated on the principle of
wadi‘ah with no entitlement to profit. The saving deposits are accepted
under the same principle with the distribution of profit at the discretion
of the bank. The investment accounts are operated on the principle of
muddarabah, with the bank sharing 30 per cent of the profit. In case of
loss, the depositor has to pick all the loss. The bank provides project
financing on the principles of murabahah, bai‘ bithaman ’ajil (deferred
sale), ‘ijarah (leasing) and gard hasan (interest-free loans).

BIMB Securities An Islamic stock-broking firm launched by the Bank
Islam Malaysia Berhad in 1994. The main purpose of the firm is to
provide facilities and services in the security industry, which are in com-
pliance with the shari‘ah. The counters offered by BIMB Securities
exclude the companies that exclusively deal with the interest-based
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banking and finance, conventional insurance, gambling, alcoholic
beverages and other non-4alal products.

bint labiin Relating to exemption limit (nisab) for zakah, a she-camel in
her third year.

bint makhad Relating to exemption limit (nisab) for zakah, a she-camel
in her second year.

al-birr Lit: Reverence, piety, kindness, charitable gift. 7ech: To be generous
in mutual relationships. See also, al-’ihsan.

BMC (Bon Mudharabah Cagmas) See Islamic housing debt securiti-
zation scheme.

BMT (Bait al-Mal wa al-Tamwil) A movement to help small traders in
Indonesia. Started in 1994, it is a non-governmental organization that
operates like a cooperative bank. It focuses on very small business enti-
ties such as petty traders and hawkers who are too small to be bankable
for a bank. In 1997, there were about 900 BMTs in Indonesia.

borrowing ratio Used in the model of Islamic banking based on
mudarabah, it is ratio of interest-free loans given by central bank to
member banks and interest-free loans of the member banks to the public.

BRP (bankers ratio of profit-sharing) Percentage share of profit due to
financier in the profit of an enterprise financed on the basis of
mudarabah or musharakah.

business angels Spoken with reference to venture capital, they are
investors having experience in certain industries and who are willing to
invest actively in start-ups and small enterprises.
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buy-back A mode of financing adopted by banks in Pakistan. According
to this mode, the bank purchases goods, equipment or property for the
client with the agreement that the client would buy it back from the bank
at a higher price, to be paid later by the client.

C

Cairo Geniza Seec Geniza.

CAMU (The Central African Monetary Union) Established in 1972,
consists of five members of which Cameroon, Gabon and Chad are OIC
members. Other members are Central African Republic and Republic of
Congo. It uses CFA franc as a common currency, which are issued by the
Bank of the Central African States.

capital contributions Relating to an Islamic Fund, they are additional
funds collected from investors in the fund to finance needs that may arise
in the future as the fund manager considers appropriate. New
shares/units are not issued in exchange of these capital contributions.

capital transactions With reference to an Islamic Fund, they include
the sale of units/shares, and the number of units/shares issued on rein-
vestment of distributions/dividends less the value of units/shares
returned.

CDs (central deposits) One of the proposed monetary policy tools for the
Islamic economy. The central bank may open investment accounts in
member banks in which it deposits whatever money it creates and from
which it withdraws whatever money it retires. Member banks may invest
these deposits in the real sector in accordance with the investment policy
of each bank. Profits earned on such deposits may be used to cover the
cost of central bank operations. Such deposits, termed as CDs or central
deposits, may be used both as a tool of monetary policy and a means of
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financial intermediation. The central bank may create an instrument
which could be termed as ‘central deposit certificate’ or CDC. The CDCs
may be invested in CDs throughout the banking system. The rate
of return on the CDCs will approach the average rate of profit on
investment for the whole economy. The central bank may keep CDs in
foreign exchange with member banks, should it have a surplus of for-
eign exchange. The central bank may issue CDCs denominated in foreign
currencies. The proceeds of foreign exchange thus collected may be
invested through member banks. These may be utilized to meet foreign
exchange requirements. The central bank may use CDs to supply domes-
tic currency in return for foreign exchange earnings of the residents. This
would keep the nominal supply of money from increasing beyond the
desired level.

CDCs (central deposit certificates) A proposed instrument of Islamic
banking. The certificate is offered by the central bank to the general
public and it denominates deposits with the central bank. The central
bank will invest these with all member banks, which makes it the most
diversified investment in the economy. Since it involves two layers of
financial intermediation, namely, member banks and the central bank, it
would be the safest instrument available.

CLCs (central lending certificates) One of the proposed tools of mon-
etary policy of the Islamic economy. The central bank may issue CLCs
which carry no return, but are guaranteed to be paid on maturity. This
would be a medium for the public to extend their funds as gard hasan to
the government with altruistic motives. Proceeds of CLCs may be made
available to member banks, which would lend them to borrowers after
proper assessment of future income and application of social criteria if
rationing is required.

certificate of musharakah An Islamic financial instrument approved by
the Corporate Law Authority of Pakistan in April 1995. The mudarabah
companies, which had the permission to issue these certificates, could do
so to collect funds from general public for subsequent investment. These
certificates could be purchased over the counter (OTC) from the issuing
companies as well from stock exchange. The Corporate Law Authority
has published regulations to oversee the operations of the issuing
companies.
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COMCEC (The Standing Committee for Commercial and Economic
Cooperation of the OIC) Founded in 1981 in Ta’if (Saudi Arabia) as
an organ of the OIC, COMCEC works for the Summit Conference of the
OIC, held every 3 years.

commenda Lit: Mudarabah. Tech: The orientalists use the term
commenda interchangeably with mudarabah.

commingled mudarabah Relating to Islamic banks, a form of
mudarabah in which a bank accepts funds for investment and contributes
its own funds as well. The profit and loss are shared in agreed propor-
tions and the bank also receives a share of the profit from out of the share
of investors for its role as mudarib. See also non-commingled
mudarabah.

commodity linked notes and bonds A proposed financial instrument for
Islamic financial market. This instrument is ideal for raising capital by
enterprises whose revenues are dependent on a particular commodity.
Example: An oil refiner buys crude oil in spot market and intends to sell
it after processing as refined products. An investor enters into agreement
with the refiner to provide funds for buying a specified number of barrels
of crude oil on the spot. In return, the investor will get periodic returns
based on an index of representative refined oil products prices or the
spread between crude and refined oil products and a pre-defined deduc-
tion for the processing cost of the crude. At maturity of the contract, the
investor will receive its principal back. The borrower can benefit by
reducing the cost of processing and the investor can benefit from a wider
spread between crude and refined oil. Commodity bonds can be intro-
duced in different flavours. Principal amount of the bond will always have
to be stated in terms of a commodity. Coupon can be linked to an index
of a commodity or a basket of commodity prices. For an index to be per-
missible under the shari ‘ah, it must be an index of the specific trades. For
example, in the case of grains it must be an index of the specific grains
in the contract; for real estate, it must be an index of the real estate in
question and cannot be a general or representative real estate index.

commodity-mudarabah A contract of mudarabah wherein the owner of
capital provides capital in the form of stock-in-trade (“uriid) and not cash.
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commodity price swap A proposed arrangement for Islamic financial
market involving swap of commodities. A basic commodity price swap
entails two counterparties exchanging cash flows at various points in time,
with specifics agreed in advance. In the standard case, the two counter-
parties agree to periodically exchange a given quantity of a commodity
for a specified period of time. Example: An airline company wants to
achieve more certainty in its cost of fuel and at the same time an oil
refiner would like to position itself to get fixed revenues. Both can enter
into swap agreement via an Islamic bank who facilitates the agreement.
Oil refiner: the oil refiner goes to a swap arranger, the Islamic bank, who
pays the refiner a fixed price over a period of time and, in return, the
refiner pays the bank the average market price (spot) for the refined oil
products. Over the same period of time, the oil refiner sells refined oil
products in market at spot prices. Airline company: the airline company
with an objective of fixing the cost of fuel goes to the Islamic bank and
arranges a swap. The company pays the Islamic bank its predetermined
price over the same period of time and receives an average market (spot)
price from the bank. The airline company continues purchasing the fuel
from oil market at the prevailing spot price. Swap arrangement: The
Islamic bank receives a fixed price from the airline company and passes
it on to the refiner. During the same period, it receives average (spot) price
from the refiner which it passes on to the airline company. The airline
company and the oil refiner have locked in prices at their desired level
since any gains or losses in the spot market will be offset by gains and
losses in the swap arrangement. The Islamic bank earns fees and also
makes a profit equal to differences between the refiner’s target price and
airline company’s target price.

consecutive partnership formula It is a formula adopted by the Islamic
banks for calculating profit-loss shares of depositors. Consecutive part-
nership formula considers depositors of one financial year as partners in
the proceeds of that financial year, regardless of matching between the
periods of projects in which their funds were used. Even some proceeds
pending from previous years, for which accruals or provisions were made
are included in the proceeds of the year in question. On the other hand,
some yields corresponding to the said financial year are excluded, if they
are not yet due, and left out for a future year.

constant musharakah It is a musharakah in which the proportionate
shares of partners in the equity remain unchanged within the currency of
the agreement. See also diminishing musharakah.
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credit murabahah A sale agreement on the basis of mark-up over
the purchase price of the seller with the condition that the buyer will
pay the sale price in future. This is an innovation of the present day
business community over the original concept of bai‘ al-murabahah,
where the sale used be a cash transaction only. See also financial
murabahah.

credit risk  Credit risk involves the risk that a counter-party to a contractual
obligation, be it murabahah, mudarabah, ‘ijarah, gard hasan, ‘ijarah wa
‘igtina’ or shirkah, would default on the promised date of payment.

D

d‘a wa ta‘ajjil Lit: Reduce and pay soon. Tech: A principle of credit trade
in vogue among Arabs of the sixth century in which a debtor was given
the option of getting a reduction in debt, provided he agreed to pay cash
immediately. A varied form of this is known as cash discount these days.
This practice was prohibited by Islam, being tantamount to 7iba.

daftar al-mufradat Pertaining to the fiscal administration of the
‘Abbasids (AD 750-945), it referred to a register that contained financial
information according to city, district and province.

daftar al-yaumiyah Lit: Day book. Tech: Pertaining to the fiscal
administration of the ‘Abbasids (AD 750-945) an accounting ledger,
similar to general journal of the present day. It contained all miscella-
neous transactions of income and expenditure, other than those for which
separate ledgers were maintained (see jaridah). The entries in this
journal were subject to an authority known as al-shahed, very much
like a journal voucher of the present day. A/-shahed was approved by a
competent authority before the accounts clerk would enter it into the
register.

al-dai‘ah Estates belonging to the crown or to private owners. In contra-
distinction to private estates, the crown estates were also called dai ‘ah
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al-sultan or dai ‘ah al-khalifah. These consisted of: (i) confiscated estates;
(i1) the property left by a deceased who had a heir; and (iii) estates that
had been purchased.

dai‘ah al-khalifah See al-dai‘ah.

dai‘ah al-khassah Also known as dai ‘ah al-mustakhlisah, they were pri-
vate estates belonging to the crown. The income from them accrued to
the bait al-mal al-khassah.

dai‘ah al-mustakhlisah See dai‘ah al-khassah.

diya al-sultan See al-dai‘ah.

al-dain Liz: debt, liability. Tech: It is a liability created by a contract,
expenditure or debt. A/-dain has a definite term fixed for repayment as
distinguished from al-gard, which does not have a fixed term for
maturity.

al-dain al-da‘if A debt that has accrued without the exchange of any tan-
gible asset. Unpaid wages of the worker, undistributed inheritance and
provident funds deducted at source are some of the examples.

dain ghair marju’ al-’ada” See dain marjii’ al-’ada’.

dain marji’ al-’ada’ Relating to the law of zakah, it refers to a good
debt, expected to be returned by the debtor as against a bad or doubtful
debt (dain ghair marjii’ al-ada’). It is also known as dain thabit.

al-dain al-mu’ajjal Liz: Deferred debt. Tech: Debt prevalent in the pre-
Islamic days, with the stipulation for increasing the debt against an
extension in the period of repayment.
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al-dain al-mustaghriq Claims against an estate that exceed or equal its
value.

al-dain al-mutlaq A debt not bound to the life of a person.

al-dain al-qawi A debt that has accrued as a result of exchange of a
tangible asset such as a cash loan or sale of goods or services.

al-dain al-thabit See dain marji’ al-’ada’.

al-daliyah Relating to the law of zakah, it refers to a small bucket tied to
the cattle working on a well to irrigate land. Half ‘ushr (5 per cent) is
levied on lands irrigated by al-daliyah. 1t is also known as al- na ‘urah.

Dallah al-Baraka Group Dallah al-Barakah Group started off in 1969 as
a modest construction company in Saudi Arabia. It had grown to be a
conglomerate of over 300 companies and had, by the end of 1997, assets
worth US$ 7 billion. It launched al-Baraka Investment and Development
Company (ABID) in 1982.

al-daman Lit: Responsibility, guarantee, warranty, surety. Tech: Surety
against and responsibility for all insurable risks as well as uncertainty.
The shari‘ah has made the responsibility of the entrepreneur to cover all
these risks since he is the one who is entitled to the profit. There cannot
accrue any lawful profit to someone who refuses to accept these risks.

daman al-darak Surety by the seller against any defect in the title of the
property.

daman ‘ala khatar al-tariq An agreement whereby a person undertakes
to indemnify another person if the latter suffers a loss during a journey,
provided that the traveller undertakes the journey on the same route as
identified by the indemnifier.
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daman al-khusran Liz: Surety for loss. Tech: Standing surety for some-
one’s loss in a business. An application has been made of this principle
in the case of riba-free banking. The state can hold out a guarantee to the
depositors of a riba-free bank to make good any loss in the deposits
through mudarabah or musharakah with the bank.

daman al-naqs Lit: Liability for making up any loss. Tech: It relates,
generally, to contract for demand deposits in Islamic banking. The
Islamic bank is liable to make up any deficiency in the demand deposits.
But in case of investment deposits as well, the bank is liable to make up
the loss in case the loss occurs due to violation of terms of the agreement
or negligence by the bank.

daman al-talaf Guarantee to make good any loss that may occur to the
property of someone while in safe custody of the guarantor. The term
has been applied in the model of riba-free banking where the bank
guarantees demand deposits against any loss.

daman al-t‘arrud Surety by the seller to the purchaser against any
dispute about the property by a third party or by the seller himself.

al-daniq Lit: An ancient coin, a small coin. Tech: 4 coin of silver equal
to eight grains of barley or 0.496 g.

dar al-‘ahd Lands over which there is a peace treaty between the
Muslims and the non-Muslims.

dar al-arqam A sufi movement of Malaysia, founded in 1968 by Ustaz
Asha‘art Muhammad with the primary objective of reviving Islamic faith
among the Muslims. Later, the movement started a comprehensive pro-
gramme of rural development. By 1992, it had established 40 villages of
its own where its members lived and carried out various socioeconomic
activities on mutual help basis. The movement had an economic pro-
gramme by which its members and sympathizers operated various small
scale industries, business enterprises and services. The movement had
a rigorous programme of spiritual training. By 1992, it had branches in
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15 other countries. It published several magazines and disseminated its
message through audio—video cassettes. It had its own computer centre.
Its programme included social activities as well as entertainment within
the Islamic framework. Its members wear a distinct dress and follow the
Islamic code of behaviour in letter and spirit. It was banned by the
Malaysian government in 1998.

dar al-harb Historically, the country of those non-Muslims who had
declared war against the Muslims.

dar al-Islam Historically, the country where the Muslims were in majority
and lived according to the Islamic principles.

Dar al-Mal al-Islami See DMI.

dar al-manak In Fatimid Cairo (AD 969—-1171), a centre for collection of
tolls and taxes.

dar al-tiraz Royal textile factories of the medieval Islamic era.

al-dara’ib Levies imposed by an Islamic state on its citizens at times of
such emergencies as a natural calamity, famine, war, etc. These taxes
were levied only when normal sources of revenue were inadequate to
meet the immediate expenses.

al-darb fil ’ard Qur’anic term for struggle to earn one’s livelihood. By
implication, it is applied to struggle for lawful earning (halal rizq).

daribah al-ta‘am Kharaj of the land assessed and paid in kind. The term
was prevalent in Egypt during the early period of Islam.

al-daruriyat al-khams Li: The five fundamental needs. 7ech: Five
basic needs of every person, namely, protection of life, religion (din),
reason (‘aql), progeny and property. They have also been termed as
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magqasid al-shari‘ah, that is, the objectives of the shari‘ah. An Islamic
state is supposed to cater for these basic needs of all its inhabitants,
should the individual, the family or his community are unable to do it.

daya‘ Wastage, spending one’s energy, time or wealth in a manner that
brings no material or moral benefit.

deferred price certificate of indebtedness See DPC.

Department of Fatwa and Research See DFR.

deployment ratio An analytical tool used by some Islamic banks to
denote ratio of total financing and investment to total deposits. The ratio
ranges between 0 and 100.

DFR (Department of Fatwa and Research) A shari‘ah supervisory
organ of some Islamic banks responsible for guidance, supervision and
control of the bank operations in the light of the shari‘ah. It is different
from a Shari‘ah Supervisory Board (SSB) as it is a full-time department
of the bank and is represented in the top management and various com-
mittees of the bank. It reports to the top management and also to the
shareholders in the annual general meeting.

dhawu al-’arham  Relating to the law of inheritance, relations connected
through females. They get a share in the absence of dhawu al-fard’id and
‘asabat. The following relatives come under this category: (i) son of the
daughter and daughter of the daughter; (ii) son of the daughter of the son,
and daughter of the daughter of the son and their children; and
(ii1) maternal grandfather, maternal grandfather of the father, the grand-
father of the mother, maternal grandfather of the mother, the grand-
mother of the mother, children of the sisters, sisters of the father and
those of the mother, etc.

dhawu al-fara’id Relating to the law of inheritance. These are the
people whose shares have been defined in the Qur’an. They are 12 in
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number: (i) four males: father, grandfather, uterine brothers and husband;
and (ii) eight females: wife, daughters, son’s daughter, mother, grand-
mother, full sister, consanguine sister, uterine sister.

dhimmah lands Historically, lands in possession of non-Muslim resi-
dents of the Islamic state (dhimmis) on which they paid land taxes. Also
known as ‘ard al-khardj.

al-dhimmi Historically, non-Muslims who came under the protection of
the Islamic state after fighting and accepting the defeat. They were dis-
tinct from al-mu ‘ahid (contractees) who agreed to live under the Muslim
protection as a result of some peace agreement. A/-mu ‘ahid were liable
to pay tax according to the agreement whereas al-dhimmi paid jizyah.

al-dhira® Lit; arm, forearm, cubit. Tech: Measures of different length
prevalent in the medieval era in Muslim countries.

dhira‘ al-‘ammah Also known as dhira* al-kirbas, a cubit equivalent to
46.2cm.

dhira‘ al-daur See dhira‘ al-qasabah.

dhira‘ al-hadid Iron cubit used in Makkah of the seventh to tenth cen-
turies of hijrah for measuring fabrics. Equal to 53.9 cm. According to
another report, equal to 52.8 cm.

al-dhira‘ al-hashimiyah A cubit devised by Abu Musa al-’Ash‘art preva-
lent in Kufa and Basra. One dhira‘ al-hdashimiyah was equal to 61.6 cm
or 2.053 feet.

al-dhira‘ al-mirathiyah A cubit devised by the ‘Abbasid caliph al-
Mamiin al-Rashid (AD 813—-833) to measure barid (post stages), embank-
ments, siigs, canals and excavations; equal to one dhira‘ al-Sawdad plus
two-thirds of the same plus two-thirds of a finger.
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dhira‘ al-misahah A cubit to measure land. One dhira‘ al-misahah was
equal to 106.68 cm.

dhira‘ muqaddar al-shar® The legal cubit used in the shari‘ah was
46.2 cm. It was also known as dhira“ al-‘ammabh.

al-dhira‘ al-qasabah A cubit measuring two-thirds of a finger shorter
than dhira“ al-Sawad. One gasabah was 369.6 cm.

dhira‘ al-qumash A fabric cubit to measure length used in Makkah of
the seventh to tenth centuries of hijrah. Equal to 28 fingers or 53.9 cm.
Used for measuring short distances.

dhira‘ al-Sawad The cubit of Sawad, devised by the ‘Abbasid caliph
Hartn al-Rashid (AD 786—809) who determined it from the forearm of a
negro slave. It was used for cloth, merchandise, buildings and for road
distances.

al-dhira‘ al-‘Umariyah A cubit devised by the second caliph, ‘Umar b.
al-Khattab (13-23 AH), to measure lands of Sawad. It measured a cubit
(prevalent) plus a grip of clasped hand and a thumb.

dhira‘ al-yad A measure of length used in Egypt during the seventh to
tenth centuries of hijrah. Equal to 24 fingers or 46.2 cm. Used for meas-
uring relatively short distances. Also used in Makkah of the same period
during the pilgrimage season. For rest of the year, in Makkah, the meas-
ure used was 17 per cent longer than the dhira“ al-yad.

al-dhira‘ al-Yusufiyah A cubit measuring 3 fingers shorter than dhira‘
al-Sawad. 1t was devised by Imam Abu Yusuf (d. AD 798) to measure
lands of Baghdad.

DIB (Dubai Islamic Bank) Incorporated on 10 March 1975. Has three
branches in UAE. Authorized capital: 50 million dirhams (fully paid-up).
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al-dimar See mal al-dimar.

diminishing musharakah It is a musharakah in which the Islamic bank
agrees to transfer gradually to the other partner its (Islamic bank’s) share
in the musharakah, so that the Islamic bank’s share declines and the firm’s
share increases until the latter becomes the sole proprietor of the venture.

al-dinar Lit: A monetary unit. Tech: Gold coin weighing one mithqal,
equivalent to 4.25 g.

al-dinar al-‘aini Copper dinar in circulation during Nasrid Spain (four-
teenth century AD). It was used for day-to-day internal exchange and
carried a fixed monetary value.

al-dinar al-dhahaby Golden dinar in circulation during Nasrid Spain
(fourteenth century AD). Usually of 2g in weight, containing 22 carat
gold. The gold dinar was mostly used in the international trade in those
days. It was equal to 5-7 silver dinars or 75 silver dirhams.

al-dinar al-fiddi Silver dinar in circulation during Nasrid Spain (four-
teenth century AD), usually equal to one-fifteenth to one-seventh of a
gold dinar. Silver dinars were of square shape and seem to have been
issued by the Nasrid rulers with fixed monetary value as compared to
gold dinars, which had a fluctuating market price.

dinar shar‘i The dinar prevalent in the days of the Prophet Muhammad.
The jurists of later days used it to translate the equivalents of their own
respective times into the coin of the Prophet’s time to determine nisa@b of
zakah, diya or zakah al-fitr and other religious levies.

dirham lil-’ashya’ Lit: A weight of varying magnitude. Tech: A measure
for weighing commodities. One dirham equalled 3.171 g.

dirham al-fiddah Lit: A weight of varying magnitude. Tech: Silver coin
weighing 1 dirham. Equal to the weight of 70 grains of barley or 2.97675 g.
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dirham shar¢ The dirham prevalent in the days of the Prophet Muhammad.
The jurists of later days used it to translate the equivalents of their own
respective times into the coin of the Prophet’s time to determine nisab of
zakah, diyah or zakah al-fitr and other religious levies.

distributions to investors With reference to an Islamic Fund, they include
distributions from net profit from investments, sales and financing, dis-
tributions from realized gains from investments and financing, and return
of capital.

al-diwan Lit: Account books of the treasury. Tech: The finance depart-
ment of early Muslim states. Initially established by the second caliph of
Islam, ‘Umar bin al-Khattab (13-23 AH), as a department to manage state
finances, but later adopted by the Muslim states as a regular institution.
The entire economic activity came to be coordinated through diwan bait
al-mal, an equivalent of a present-day ministry of finance. During the
‘Abbasid period (AD 750-945), the diwan became a generic name for a
department. Each department came to be designated as diwan relating to
specific functions. Each diwan had two sections: al-asl (shortened from
majalis a-"asl or diwan al-"asl) and al-zimam. The former was the main
office while the latter was a supervising bureau (and was also called
diwan al-"ishrdf because it was responsible for an oversight function).
The ‘asl section was responsible for preparing the departmental budget
and its execution while al-zimam was responsible for audit and control.
In addition to a zimam section with each department, there was a zimam
for public undertakings or state property.

diwan al->’ahsham See diwan al-nafaqat.

diwan al-azimmah A supreme audit office established by ‘Abbasids
(AD 750-945) to control and check the accounts of other diwans. This
was also termed as diwan zimam al-azimmah.

diwan bait al-mal See bait al-mal.

diwan al-marafiq During the ‘Abbasid period (AD 750-945), an office
responsible for managing reclaimed bribes from the outgoing faction
in power.
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diwan al-birr wa al-sadaqah A department during the ‘Abbasid period
(AD 750-945) responsible for distributing that part of zakah on which the
poor, the needy and the awgaf'had a claim.

diwan al-dai‘ah Central board for the management of personal estates of
the caliph during the ‘Abbasid caliphate (AD 750-945).

diwan al-diyah An office set up by early ‘Abbasids (AD 750-945) to
oversee estates, properties, investments and rents of the state. See also
diwan al-mal.

diwan dar al-durib A department for controlling local mints. Originally
started by Ummayyads (AD 661-750), it grew into a modern-day central
bank. It kept an eye on the circulation of money and granted concession
for minting coins.

diwan al-jahbadhah See jahbadh.

diwan al-kharaj Finance department of the central government during
the ‘Abbasid period (AD 750-945). It had a number of wings. Majalis
al-"asl (where the chief used to sit) were responsible for drawing finan-
cial estimates. There were majalis al-hisab for reviewing the provincial
accounts before they were ratified in the majalis al-jama ‘ah, the bureau
for closing the accounts of local buyiit al-’amwal. Then there were
majalis al-sudan, probably a bureau for drafts or perhaps for keeping reg-
isters and majalis al-tafsil which kept specified charts over individual
tax-payers, their circumstances, yields and correspondence regarding
their problems. Finally, it contained majalis al-jaish that kept an eye on
the military participation, tax levy and the tasabbub [see hawala] that
flowed to them. Diwan al-kharaj functioned independently of other
departments. It functioned as an internal audit office over the wazirs, and
also looked after the agricultural and economic productivity of the
provinces.

diwan al-khazin A department during the ‘Abbasid period (AD 750-945),
responsible for governmental stores of natural products, magazines and
arsenals.
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diwan al-ma’ A department during the ‘Abbasid period (AD 750-945)
responsible for irrigation works. In case of private estates, the owner was
responsible for maintenance of irrigation works. This department also
supervised distribution of irrigation water. The department kept accounts
of the agricultural outputs and fed diwan al-kharaj with data for
calculating ‘ibrah (average output).

diwan- al-mal Provincial department of revenue during the ‘Abbasid
period (AD 750-945) that kept registers defining each province and indi-
cating how it had been annexed to the Islamic state: whether by force
(‘anwah) or by contract (sulh). Registration covered the status of land
taxation at various points (indicating whether the receipts were kharaj or
‘ushr, whether kharaj was considered as rent or as a jizyah), the survey
of the land with the names of holders, and the type of kharaj assessment
(whether it was misahah or mugasamah, and the fixed rate of kharaj in
the case of misahah or the proportion of yield in case of mugasamah).
Moreover, sufficient information was kept about mines and taxes
collected from them and about the custom duty ( ‘ushiir) of cross-border
trade. The payers of the jizyah were also listed.

diwan al-magbiidat See diwan al-musadarin.

diwan al-nazar fi al-mazalim It was an office that historically exercised
judicial as well as magisterial functions over those responsible for gen-
eral administration as well as over proper operation of markets. In certain
cases, the functions of this office were similar to the department of
al-hisbah. As a result, at these places, the department of al-hisbah was
named as diwan al-nazar fil mazalim.

diwan al-musadarin A department during the °‘Abbasid period
(AD 750-945), which dealt with matters concerning those officials who
were called to account for their conduct and performance with reference
to their responsibilities. The department had powers to punish those
found guilty of negligence and corruption. The methods employed at
musddarah might range from a polite discussion in which the accused
might voluntarily submit to pay a fine, to torture and even loss of life or
property. The department was also responsible for the management of
confiscated properties. Therefore, in certain cases it was also known as
diwan al-magqbudat.
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diwan al-mustaghallat An administrative office established by the
Ummayyads (AD 661-750) to administer state lands, including govern-
ment properties in cities and villages and their rents. It is likely, however,
that this diwan may have been a small department attached to the larger
and more important diwan al-kharaj.

diwan al-nafaqat An office established by the early ‘Abbasids (AD 750—
945) to manage expenditure on the administration of the royal court. It
dealt with the salaries of the court officials, provisions, construction and
repair of royal buildings and care of stables. As many of the expenses in
this department went to the retinue of the khalifah, it was also called
diwan al-"ahsham. It was divided into majalis al-jar, the place where the
pay of the notables (‘ahsham) was disbursed, the majalis al-’inzal, from
where the household of the khalifah was financed and where accounts
were settled with the merchants, who paid in the taxes (wazifah), and
where the natural products grown upon the government estate were
delivered and controlled. It also had majalis al-hawadith responsible for
extraordinary expenses to meet emergencies and natural calamities.

diwan al-sawad An office set up by early ‘Abbasids (AD 750-945) to act
as agent for collection of all revenues and taxes from the agricultural
lands of Iraq.

diwan al-sawafi Central board for the management of sawafi lands
during the ‘Abbasid period (AD 750-945).

diwan-i-wizarah Relating to the administration of state lands donated to
the notables (’igta ‘) in India of the sixteenth century. It was the central
accounts and auditing office for the revenue receipts of the provincial
taxes received from the state lands donated as ’igta“.

DJIMI (Dow Jones Islamic Market Index) An index of about 600 com-
panies whose products and services comply with the Islamic shari ‘ah.
The index was launched by Dow Jones & Co on 9 February 1999 at
Bahrain. The objective of this index is to publish regularly information
on the share prices of those companies for the information of those
investors who are interested in investing their funds in accordance with
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the shari‘ah. The criteria for including a company in this list is that its
primary business should be in accordance with the shari‘ah. Besides, it
should have a debt/total assets ratio as less than 33 per cent, accounts
receivable/total ratio less than 49 per cent and interest income/operating
income ratio as less than 10 per cent.

DMI (Dar al-Mal al-Islami) A holding company, registered in Bahamas
with a paid-up capital of US$ 1000 million contributed by the promoters
and the public in the Muslim countries. The affairs of the DMI are
conducted under the direction of an 18-member board of supervisors.
Administration of the business affairs of the DMI is entrusted to Dar
al-Mal al-Islami, S.A. (DMISA), a corporation formed under the laws
of the Canton of Geneva, Switzerland. All the shares of the DMISA
are owned by the DMI. The DMI Group has 25 financial and business
companies in 15 countries. The DMI operates through Islamic banks,
investment and insurance companies. The DMI invests in banking
companies as well, provided that it is allowed to hold 51 per cent of
the equity. The DMI claims to run its affairs on an interest-free basis.
A board of shari‘ah scholars supervises the legality of the DMI‘s
business operations. The investment companies of the DMI accept
deposits on various terms. The DMI acts as a mudarib and the depositors
are treated as ’arbab al-’amwal. The insurance companies of the DMI,
known as takaful or solidarity companies, cover known losses.
The membership of these companies brought all the members into a
union of brotherhood where the loss of one was made up by others. The
premiums received are invested in lawful business. Any profits are also
distributed among the members, DMI keeping a small commission for its
services.

double mudarabah An arrangement according to which capital is
advanced to an intermediary (be it a bank, a finance corporation or busi-
ness firm), on the basis of mudarabah. The intermediary forwards this
capital to a third party again on the basis of mudarabah. In this way, two
independent contracts of mudarabah take place. The intermediary (say I)
enters into contract with the one who advances money on the basis of
muddarabah (say S), and the one who takes it for actual business opera-
tions on the basis of mudarabah (say E). The profit from the business of
E is distributed between E and I in a given proportion, but any loss on the
capital is borne by E alone. Similarly, any profit earned by I is shared by
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S and I in a pre-determined ratio but any loss to I is borne by S alone. In
this way I acts as agent, and E sub-agent of S.

Dow Jones Islamic Market Index See DJIMI.

DPC (deferred price certificate) A proposed financial instrument for
financing those public projects that do not generate any explicit income.
The certificates are proposed to be issued by a public body, carrying
different maturities. They would be encashable at face value. But the
holders would be able to transfer them to another party for the purchase
of goods and services. Since they will be encashable over a long period
(1 year plus), investors for a very short period will not be able to buy
them. There would not be any secondary market for them. It would intro-
duce certain amount of illiquidity in the financial market, which could be
an advantage as it would lead to greater monetary stability.

DRP (depositors’ rate of profit-sharing) A proposed instrument of
monetary policy in an interest-free environment, percentage share of
depositors in the profits accruing to the banks. It is an Islamic alternative
to interest on saving bank deposits and the central bank can manipulate
to achieve monetary policy objectives.

Dubai Islamic Bank Sec DIB.

dukhil fil ’ard Purchase or lease of khardj land by a Muslim which was
originally banned.

E

ECO (Economic Cooperation Organization) Initially set up by
Pakistan, Iran and Turkey in 1985 as a modified form of Regional
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Cooperation for Development (RCD) has following other members:
Afghanistan, Azerbaijan, Kazakhstan, Kyrghistan, Tajikstan, Turkmanestan
and Uzbekstan. The objectives are: cooperation in trade, technical and sci-
entific fields, coordination in policies relating to agriculture, industry,
energy and infrastructure. Tehran has its permanent secretariat. The
Secretary General is elected by rotation from among the member states.
A protocol on exchange of trade preferences has been signed.

ECOSAI (Economic Cooperation Organization Supreme Audit
Institutions) Established in 1993, it is a body of the Supreme Audit
Institutions of the 10 countries who are members of the ECO plus
Turkish Republic of North Cyprus which has an observer status. Pakistan
is the permanent seat of the Secretary General. The objectives are: coop-
eration in training, sharing of knowledge and experience among Supreme
Audit Institutions of the ECO member states.

ECO Union for Multilateral Payments Arrangement A tripartite
arrangement among Iran, Pakistan and Turkey, signed in 1967 (former
RCD days), it is meant to promote reciprocal credit system to provide
automatic settlement of accounts among the participating countries. The
unit of account is US dollar.

effective capital Used with reference to Islamic financing by some
writers who profess that profit-loss sharing should not be proportionate
to face-value of capital but should be pro-rata ‘effective capital’. The
sum of effective capital is to be a factor of exposure to risk and period of
investment. It would be arrived at by multiplying face-value of the capi-
tal by a ‘risk exposure factor’. The share of profits of a particular class
of capital to the total profits will bear the same ratio as the effective
capital of that class bears to the fotal effective capital. See also risk
exposure factor.

emanet See al-muqata‘ah.

equipment trust certificates A proposed Islamic financial instrument
where an Islamic Trust Fund could issue equipment trust certificates
(ETCs) to raise funds for purchasing a durable asset, like an aeroplane,
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to be leased to a company. The ETCs would carry a fixed rate of return
from out of the lease money earned by the Islamic Trust Fund. The fund
could deal in leasing of various types of assets at a time.

equity participating mortgage An equity form of financing in which the
lender and the borrower undertake a joint investment and agree to a
future division of profit (or losses) according to specified shares. Thus,
the lender participates in the income, the residual or both. The mecha-
nism is simple: the lender lends money to the borrower in exchange for
a pre-determined share of the profit (or losses) earned in the enterprise
plus a portion of tax benefits for which the enterprise would be eligible.
The finance is provided to purchase a real estate, which is held in
mortgage by the financier. Such a form of mortgage financing is unique
in the field of real sector investment. In the Unites States, entities such
as Real Estate Investment Trusts (REITs), Real Estate Limited
Partnerships (RELPs) and pension funds invest in equity participatory
mortgages.

esham (sing. sahm) Lit: shares. Tech: The system of tax-farming adopted
by the Ottomans after 1775. In the early stages, the tax-farming system
allowed the tax-farmer to collect taxes from the peasant and deposit the
amount, after deducting his share as a reward for tax-collection services.
Thus the tax farmer had an incentive to work for the state. The state did
not need to create a present day system of tax department for collecting
the land tax. Gradually, the system evovled into a corporate body
whereby the system of tax-farm was managed centrally and its annual
expected net profit was divided into shares, hence the term esham.
Under the system, if a tax-farm was expected to generate a net profit of
15000 grus, this profit could be divided into a number of shares, say,
100 shares of 150 grus each. The sale price of each share (sahm) usually
consisted of five times the expected annual profit. In the above example,
if the annual expected profit of a share was 150 grus, the price of the
share would be 750 grus. Any person who paid this amount could buy a
share. He was then entitled to receive the profit for his share for rest of
his life. If he lived longer than 5 years, he would make a profit, but if he
died earlier, the state could re-sell his share to someone else for a differ-
ent price. Small savers could invest in the scheme. The system worked
efficiently for some time. Once the number of shareholders increased,
the state could not monitor the shareholders properly. Ultimately, people
started transferring the shares without state authority.
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al-fadl Lit: Surplus. Zech: Bounty of Allah. Used in connection with
struggle to earn livelihood and attain bounties of Allah.

al-fai’ Lit: Return, booty, shadow. 7ech: Signifies what is obtained from the
enemies when they lay down arms (without fighting) and what is received
from any alien people under a treaty, the proceeds of which, according to
the majority of jurists, go to the public sector of the Islamic state.
According to some, however, a fifth of al- fai’, like that of al-ghanimah, is
to be divided among the five categories specified for the latter: the
Prophet, his near relatives, destitutes, orphans and poor wayfarers. After
the demise of the Prophet, the two shares of the Prophet and his relatives
from the fifth of the al-fai’ and al-ghanimah, as held by the majority, were
withheld by Abu Bakr and this practice was also followed by the sub-
sequent three caliphs. These two shares were either absorbed in the shares
of the other three beneficiaries or, as some reports say, went to the general
public sector. Subsequently, al-fai’ came to be identified with all revenues
except zakah, a term that can mean civil revenues these days.

fai’ al-muslimin An alternate term for al-fai’.

al-faij Special messengers running with letters of credit, employed by
bankers during the ‘Abbasid period (AD 750-945). This was a regular
banking service provided for a small commission (usually one dirham
per dinar).

Failaka International Inc. A Kuwait-American Islamic financial
research and consulting company based in Chicago. It publishes a quar-
terly bulletin, Failaka Islamic Fund Quarterly (FIFQ) since April 1998
covering financial results of Islamic funds. By March 2000, the bulletin
had the analysis of over 85 Islamic funds.

fair price A price that comes into being as a result of the market operations
within the framework of the shari ‘ah.
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Faisal Finance Institution of Turkey Incorporated on 9 October 1984
with an authorized capital of TL 5 billion (all paid-up) by Prince
Muhammad al-Faisal al-Saud.

Faisal Finance (Jersey) Incorporated in 1996 in the United States, pro-
vides management and administrative sercvices to Faisal Finance Real
Estate Income Fund. It is a subsidiary of Dar al-Mal al-Islami. On
31 December 1998, it had US$ 169 under its management.

Faisal Islamic Bank of Bahamas Faisal Islamic Bank, Bahamas.
Incorporated on 9 December 1982. A subsidiary of DMI. Began opera-
tions on 1 February 1984. Paid-up capital, US$ 2 million.

Faisal Islamic Bank of Bahrain Faisal Islamic Bank, Bahrain. A sub-
sidiary of DMI. Incorporated on 14 July 1982. Authorized and paid-up
capital, US$ 30 million.

Faisal Islamic Bank of Egypt Faisal Islamic Bank of Egypt was founded
in 1977 by Prince Muhammad al-Faisal al-Saud. It claims to run its oper-
ations on the basis of the shar7‘ah. A board of religious scholars super-
vised the legality of the operations. Its operations consist of musharakah,
mudarabah, murabahah and qard hasan. Authorized capital was
USS$ 500 million and paid-up capital was US$ 131.9 million in 1998. The
bank has its head office in Cairo and 14 branches in Egypt. Most of the
bank’s activities consist of financing short-term projects. However, it has
plans to start long-term financing as well. The bank has established
32 companies in various development fields. The bank collects and
disburses zakah as well.

Faisal Islamic Bank of the Sudan Incorporated in August 1977. Has
18 branches, besides a head office and three subsidiaries for insurance,
trade and real estate. Authorized capital, £S 100 million; paid-up
capital, £S 58.4 million.

Faisal investment participation shares A financial instrument devel-
oped by Faisal Islamic Bank of Bahrain (FIBB) enabling the investors to
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place funds for short durations. The share certificates are tradable on
the stock exchange and supported by investments in ‘ijarah projects
(60 per cent), murabahah financing (30 per cent) and other modes
(10 per cent). The price of the shares are determined by market in the
light of the net asset values announced by the FIBB on a weekly basis.
This is claimed to be the first financial instrument issued by an Islamic
bank that is good even for very short-term investment.

al-fakkak Lit: To separate, disjoin and redeem. Tech: During fourteenth
century Nasrid Spain, used in commercial legal transactions to mean
redemption of pledges and debts. In Andalus, this term was applied to an
intermediary who was paid by the relatives of a person in the enemy ter-
ritory to buy the liberty of the person by paying the required amount to
the enemy. Gradually, al-fakkak grew in size and functions and started
earning commission from both parties. Other functions performed by
him were bargaining of ransoms, trading in silk, lending and dealing in
debased currencies, etc. He seems to be the professional money-lender
of the then Muslim Spain.

al-falah Lit: To thrive, to become happy, to have luck or success. Tech:
It implies success in the *Akhirah (hereafter). Al-falah presumes belief in
one God, apostlehood of Muhammad, life in the *Akhirah and compliance
with the shari‘ah standards in everyday behaviour. The Islamic state is
responsible for creating such conditions, which should facilitate achieve-
ment of the al-falah at individual and collective levels. The spiritual
conditions of al-falah are: humility in prayers, consciousness of God
(tagwa), remembrance of God, thanksgiving to God, repentance and
inner purification. Economic conditions for al-faldh are: spending to
promote social welfare (zakah and ‘infaq) avoiding riba, fulfilling
covenants, avoiding exploitation, earning livelihood through hard work
and avoiding miserliness. Cultural conditions of al-falah are: a system of
prayers, pursuit of knowledge, sexual chastity, prohibition of intoxicants
and gambling, purification of environments, enjoining of the proper and
prohibition of the improper and avoiding frivolities. Political conditions
of al-falah are: jihad and shiira (consultation). Islamic economics
studies the economic conditions of al-falah. Al-falah is a both-worldly
concept. It implies reconstruction of human character in the light of
Islamic values, while providing a minimum standard of living and clean
environments to the entire population. It also suggests self-respect,
self-reliance and a purified soul.
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al-fals (pl. fulis) Copper coin prevalent in the early centuries of the
Islamic era. The term was also used to denote a small weight equivalent
to 0.00082 g.

al-faqir Lit: A poor man. Tech: Used in the law of zakah, for a needy and
poor man who has nothing to live on. Some jurists think that al-fagir is
a person who does not have enough to make him liable to pay zakah. See
also al-miskin.

al-faqr  Lit: Poverty, need, want. Tech: A condition of unfulfilled basic
needs. It also refers to a condition of lack of contentment, leaving one in
a state of greed. But it has a positive connotation as well: indifference
towards material endowments, despite ability to acquire and possess.
A natural corollary of al-faqr is rough and simple living by one’s option
(and thus to transfer the surplus to the needy and the poor). In this sense,
al-fagr is an economic value of the Islamic society.

al-faraq A measure equivalent to 6 gist or 3 sa ‘. According to most of the
jurists it is equal to 6.516kg. In terms of litres, it is 8.2441 according to
most of the jurists but 10.0861 according to the Hanafites.

fard kifayah Lit: A collective duty upon Muslims, the discharge of which
by some of them absolves the rest of its performance, such as
salat al-janazah or jihdd. Tech: It covers such functions that the commu-
nity fails to (or cannot) perform and hence are taken over by the Islamic
state, such as provision of utilities, building of roads, bridges and canals.

al-faridah Lit: Obligatory. Tech: Zakah payable on the cattle wealth.

al-farsakh Lit: A measure of length, parasang. Tech: 1200 dhira‘ equals
3 miles 720 yards or 5.544 km.

fasad fil ’ard Lit: Corruption on the earth such as highway dacoity,
arson, manslaughter, burning of crops and social destruction of any type.
Tech: 1t also covers such individual economic behaviour or policies of the
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state that cause socioeconomic imbalance, poverty, deprivation, economic
backwardness and unemployment.

al-fasid See al-batil.

al-fatah See al-ghail.

fatrah al-’ikhtiyar See al-’ikhtiyar.

fatwa A decree by a competent shari‘ah scholar qualified to issue
decrees (mufi7) on a matter giving an opinion about the position of a mat-
ter in the light of the shari ‘ah rules and principles.

al-figh Islamic jurisprudence. The science of the shari ‘ah. It is an impor-
tant source of Islamic economics.

financial murabahah A contract of sale being practised by Islamic
banks, according to which the banks act as intermediaries to provide
finance for purchasing goods to a buyer on the basis of murabahah.
The banks charge a mark up on the sale price quoted by the seller and
agree to receive the amount from the buyer over a period of time
in the future. This is a development of the classical concept of bai
al-murabahah, where the sale was mainly a cash transaction. See also
bai‘ al-murabahah.

financing assets With reference to Islamic banks, these are the assets that
are financed through musharakah or mudarabah contracts.

f1 sabil Allah Liz: In the way of Allah. Tech: It is one of the eight heads
of account on which the zakah fund can be expended. It stands for jihad
in the name of Allah. In a broader sense, it includes all those efforts
that are carried out to implement Islam, whether it is fighting in the
battlefield or by other means.
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foreign currency bonds A proposed zero-rate financial instrument for
raising funds by government. The foreign currency bonds are issued by a
government against foreign currency loans. They may be used when the
value of the local currency is likely to decline in terms of foreign
currency. The incentive offered is the guarantee of payment in the foreign
currency in which the bonds are issued. As they are issued when the for-
eign currency is more stable than the domestic currency, these bonds are
a protection against domestic currency devaluation or inflation. The indi-
viduals who do not have any investment opportunities may be interested
in placing their surplus funds in these bonds.

al-funduq Liz: A hotel. Tech: Specialized large-scale commercial institu-
tions and markets of the medieval Islamic period. They dominated the
townscape of great cities in the entire Islamic world.

G

GCC (Gulf Cooperation Council) Set up by Bahrain, Kuwait, Oman,
Saudi Arabia and United Arab Emirates in 1981. Aims are: unified trade
and industrial legislation, common uniform customs tariff, liberalization
of intra-trade of industrial goods, policy coordination in petroleum
industry, coordination of financial and monetary policies, introduction of
common currency and scientific and technical cooperation.

gedik A system introduced by Ottoman Sultan Mahmud (AD 1808-1839)
in which the government issued a trade licence (known as gedik) for a fee
allowing the holder to carry out certain trade or craft. The gediks were
of two kinds: restricted and unrestricted. The restricted right created
a monopoly such that no one else was to be given this gedik. The
unrestricted right made it possible for others to obtain similar gediks
afterwards in that trade or craft. But the trade itself could not be carried
out without a gedik. The gedik could be sold but its transfer had to be
registered with the government for a fee. It could also be inherited.
The system of gedik was introduced by the Sultan to augment the income
of the imperial *awqaf which had gone into deficit over years because of
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inflation. The system of gedik fell into disrepute because of malpractice.
It was abolished in 1861.

General Agreement for Economic, Technical and Commercial
Cooperation among Member States of the Islamic Conference The
agreement was signed by foreign ministers of the OIC member states in
1977. Almost all sates have approved it but not all had ratified it until 1985.
The goal was to create a framework for the improved utilization of natural
and human resources of the member states. The agreement eased factor
movements between member states to promote economic cooperation and
development.

general investment account A type of investment deposit accepted by
some Islamic banks. The deposits received on this account are pooled in
a fund. The fund is invested on lawful Islamic business activities. The
profit or loss from these activities is distributed among the account hold-
ers. The account holders are given weight according to the length of the
period for which a deposit remained with the bank.

general investment certificate A proposed instrument of Islamic bank-
ing. The certificate would be offered by commercial banks to savers. Its
holder would be entitled to an average rate of profit from all operations
of the bank. The certificates would be issued for different maturities
ranging from 60 days to 10 years. They would also be marketable.

general musharakah certificate A proposed financial instrument for gov-
ernment for raising funds on the basis of partnership. The government can
sell these certificates for investment in public sector projects likely to gen-
erate revenues such as power plants, bridges, colleges and universities. All
providers of fund would be pro rata owners of the underlying assets. The
certificates would be entitled to the income generated from the operation of
the assets. The holders would be able to trade the certificates at the market
going rate. However, if the certificates are issued even before any tangible
assets are created, the government can issue them only at par value.

general takaful A form of Islamic insurance to cover losses of fire, theft
or natural calamities. The scheme or concept follows the principles of
mutual insurance. See also takaful.
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Geniza or Cairo Geniza Manuscripts, mostly in Hebrew characters but in
Arabic language, originally preserved in a synagogue, partly also in a ceme-
tery of Fustat (old Cairo), the ancient capital of Islamic Egypt. The material
originated all over the Mediterranean area and comprised every conceivable
type of writing, such as official, business and private correspondence,
detailed court records and other judicial documents, contracts, accounts,
checks, prescriptions, receipts and inventories, writs of marriage, divorce
and manumission, charms, children’s exercises and the like. The bulk of the
material is of Jewish origin. Manuscripts are preserved in the University
Library, Cambridge, the Bodleian Library Oxford, the British Museum, the
Jewish Theological Seminary of America, New York, the Dropsie College
Philadelphia and many other libraries. Geniza documents have thrown new
light on the commercial history of the Muslims and the orientalist writers
have used them to draw inferences about Muslim practices.

al-ghabn al-fahish Lit: Excessive overcharging or over-pricing. Tech:
Used for exorbitant or exploitative rate of profit.

al-ghail Natural water course such as canals, rivulets and streams. Lands
irrigated by the water of al-ghail are treated as ‘ushr7 lands and pay ‘ushr
(one-tenth) on the output at full rate. A/-ghail are also known as al-fatah.

ghair mamliik Liz: Not owned. See al-milk al-‘ammah.

al-ghallah Lit: Income, revenue yield, crop. Tech: It applies to the yield
or rent of land or wages of a labourer or earnings of a servant. It also
applies to the coins that are rejected by the treasury but accepted by the
merchants in their day-to-day dealings.

al-ghamir Lit: Waste, empty (land). 7ech: Land that is left out of tillage,
having formerly been put under plough. According to some, it is the land
where irrigation water does not reach and has to be irrigated artificially
with considerable cost.

al-ghana’ (al-ghina’) Lit: Wealth, affluence, sufficiency, adequacy. Tech:
Relating to the law of zakah, financial position of an individual that
enables one to dispense with help from others. It excludes a person from
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the category of beneficiaries of zakah and bars him from making any
lawful claim to the zakah fund. From the traditions of the Prophet, the
following stages of ghanda’ may be deduced: (i) when a person is in pos-
session of nisab of productive (nami) wealth above what one requires
to meet, for the whole year, his own needs and of his dependants;
(i) when no zakah is imposed but, nevertheless, one is not lawfully
allowed to accept it. This stage is reached when, in addition to the basic
necessities of life, one owns an amount equal to, but not less than 200
dirhams of unproductive wealth, such as the possession of clothing, a
number of dwelling houses and warehouses, and the possession of aban-
doned household items and cattle heads, etc.; (iii) when it is not desirable
for one to stretch one’s hand in begging but one is lawfully allowed to
accept zakah if provided. This state is reached when one is in possession
of 50 dirhams or, one ’iigiyah of silver or is solvent or has sufficient
means for the morning and evening meals or when one is physically fit
enough to earn one’s livelihood.

al-ghanam Liz: Goats and sheep. Tech: It refers to a herd of goats and
sheep on which zakah is payable.

al-ghanim Lit: Successful. 7ech: A soldier of the Muslim army who
receives a share from the war booty (ghanimah).

al-ghanimah Liz: Whatever is obtained without difficulty. 7ech: The
booty captured in a war with non-Muslims. It includes only movable
property captured from the battlefield left behind by the enemy troops. It
does not include the land, immovable property and even movable prop-
erty of the enemy not thus captured. Four-fifths of the total booty
(ghanimah) is distributed among those who participate in the war and
one-fifth is the share of the bait al-mal. See also al-khumus.

al-gharar Lit: Hazard, chance or risk. 7ech: Sale of a thing that is not
present at hand; or the sale of a thing whose consequence or outcome is
not known; or a sale involving risk or hazard in which one does not know
whether it will come to be or not, such as a fish in the water or a bird in
the air.
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al-gharb Lit: A large bucket. Tech: A large bucket tied to the camel or
bullock working on a well to irrigate land. Half ‘ushr (one-twentieth) is
levied on the output of such lands. This bucket is also known as
al-rasha’.

al-gharim (pl. al-gharmin) Lit: Debtor. Tech: Relating to the law of
zakah, a debtor who does not own a nisab over and above his debt. It is
one of the eight heads of account on which zakah can be expended. It
means that the zakah can be expended to pay off the debt of a person,
who if he pays off his own debt from his assets, is left with less than the
nisab. All such persons can claim help from the zakah. According to
some jurists, it includes not only those who are unable to pay off their
debts they incurred for their personal needs, but also covers those who
incur debts for some social purpose, such as in making reconciliation and
peace between feuding persons or tribes or in standing security in the
lawful interest of another person. According to some, it also includes
those on whom a calamity has befallen such as destruction of property
by fire. In the Islamic banking model, it has been suggested by some, that
the zakah can be utilized to compensate such bad debt losses to the bank
which have been caused by genuine inability of the debtor to pay back
the amount taken.

al-ghasb Lit: To usurp. Tech: Forcibly taking possession of the property
of someone else. The jurists have dealt with the question of liability of
the usurper in detail.

ghirarah A measure of volume used in Makkah of the Mamluk period
(AD 1250-1517) for measuring grain. Equal to a range between 93.6 kg
and 112.5kg. Precise information is not available. As a measure of
weight, the Makkan ghirarah of the same period was in the range of
72.4-87kg.

ghish Lit: Deceit, fraud. Tech: In a sale contract, trying to deceive
someone by concealing vital information. The Islamic law grants the
right to rescind the contract to the buyer who has been harmed in this
manner.
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al-ghulal Lit: Taking a thing and concealing it. 7ech: Stealing from out
of booty before it is distributed by the commander of the army.

al-ghurm Lit: Damage, loss. Tech: Liability of a debtor for any loss or
damage caused by any factor other than a crime or dishonesty on the part
of the debtor. It also applies to payment and performance bond provided
by a contractor.

al-ghunm bi al-ghurm Liz: One is entitled to a gain if one agrees to bear
the responsibility for the loss. 7ech: The rationale of the principle of
no profit-sharing without risk-sharing is that earning profit is legitimized
by engaging in an economic venture and thereby contributing to the
economy.

GICs (government investment certificates) Issued by the govern-
ment of Malaysia under the Government Investment Act 1983 for
borrowing money. The certificates carry a dividend to be declared
in the light of economic performance of the country, inflation rate and
equivalent return on other government instruments. The certificates
qualify for the purpose of liquid reserve requirements of financial
institutions. They are discountable at Bank Negara, Malaysia. The dis-
counted price is determined with reference to the expected rate of return
and the number of days for which the certificate was held before
discounting.

good management fee Relating to musharakah financing by banks in
Pakistan, it is a fee that a client can charge to the profits of the enterprise
if the projected profit percentage of the venture is more than the maxi-
mum of the rate laid down by the State Bank of Pakistan. Where the
actual profit is equal to the provisional rate of profit, the bank shall not
allow any good management fee to the client.

government investment certificates See GIC.

Gulf Cooperation Council See GCC.
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al-habbah Lit: Grain, granule. Tech: A weight of six grains of barley,
equal to 0.062 g.

al-habs (pl. al-’ahbas; also hubs, hubus) Inalienable property, the yield
of which is devoted to pious purposes; religious bequest. An alternate
term used for wagqf, mostly in North Africa. See also waqf.

al-hadith (pl. al-ahadith) Speech, action, habits and events of the
Prophet’s life codified by his companions and enlarged and revised by
later Muslims. There is a large collection of ahddith, the most authentic
of which have been recorded in the six books compiled by Bukhari,
Muslim, Tirmadhi, Abii Dawiid, Ibn Majah and Nisa’1. These books are
known as sihah sittah, the ‘six correct compilations’. There are other col-
lections also, the compilers of which are not regarded with comparable
grace. In the process of collection and compilation of ahddth, a detailed
art of evaluation was developed. Later on all ahadith were graded
according to the criteria accepted by the majority. The hadith is second
source of law in Islam. In Islamic economics as well, the contents of
authentic ahdadith are accepted as a valid primary source.

al-hafiz A person employed to keep guard on zakah assets. He is included
in the category of ‘@milin and paid out of the zakah funds.

hagbad A Somali version of the rotating savings and credit society. The
Somalis practise it widely. See ROSCA.

al-hajjah al-’asliyah Liz: Basic needs. 7ech: In relation to the law of
zakah, the shari‘ah has exempted those assets that are required to fulfil
one’s basic needs. Also spoken with regard to the economic role of the
Islamic state. The Islamic state is responsible to provide for the basic
needs of all citizens, should some of them fall short of the means.

al-hajjaji Historically, a scale to measure grains. One al-hajjaji was
equal to 1 al-qafiz al-hajjaji, 8 ratls or 3.27kg.
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al-hajr Liz: To deny access, to stop, to detain. 7ech: The authority of the
state to deny an individual his right to make use of his own assets, in case
his activities are harmful for the collective good or he is unable to use
them properly because of lunacy, minority, indebtedness or slavery. It
includes restrictions on extravagance and squandering of wealth on friv-
olous objects. This law gives wide powers to the state for intervening into
individual freedom. This executive authority, however, remains bound by
the superiority of the judiciary, where one can resort to for seeking
justice, in case the state exceeds its limits.

al-halal Lir: Permissible. Tech: Things or activities permitted by the
shart ‘ah. The concept of al-halal has spiritual overtones. There are activ-
ities, professions, contracts and transactions that have been explicitly
prohibited (al-haram) by the Qur’an or the sunnah of the Prophet.
Barring them (i.e. al-haram), all other activities, professions, transac-
tions, etc., are al-halal (permissible). This is one of the distinctive
features of the Islamic economics vis-a-vis traditional economics where
no such concept exists. In conventional economics, all activities are
judged on the touchstone of economic utility. In Islamic economics,
other factors, mostly moral and spiritual, are also considered for evaluat-
ing the utility. An activity may be economically sound, but may not be
allowed in the Islamic society if it is not permitted by the shari ‘ah.

halty al-mahzir Lit: Prohibited ornaments. 7ech: Relating to the law of
zakah, it refers to gold or silver cast into utensils or decoration pieces.

al-hamalah A blood wit or a debt, an obligation or a responsibility (that
must be paid, discharged or performed), taken upon oneself by a person
for others.

hamish qadiyah Relating to the contract of murabahah, it is the amount
paid by the orderer upon the request of the purchaser to make sure that
the orderer is serious in his order of the asset. However, if the promise is
binding and the orderer declines to accept the asset, the actual loss
incurred to the purchaser shall be made good from the amount deposited
by the orderer with the purchaser. If the amount is not sufficient to make
good the loss, the purchaser will raise additional claim. But if the amount
is more than the actual loss to the purchaser, the balance will be refunded
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to the orderer. The difference between bai‘ al-‘urban and hamish
qgadiyah is that in the case of the former, the purchaser forfeits the
amount of the advance irrespective of his loss, which could be more or
less. But in case of hamish qadiyah, the purchaser adjusts his loss against
the amount and settles the account according to his actual loss.

al-hamiilah Li#: Transport charges. Tech: Transport charges of the tax on
agricultural land paid by the tiller in kind. During medieval Islam, the
peasant had the option to pay the tax in cash or in kind. In the latter case,
he had to deliver the tax at the place designated by the government, bear-
ing the transport charges himself. The jurists contended that this was an
undesirable practice and the peasants should be exempted from it.

al-haqal See al-muhaqalah.

haqq bait al-mal Lit- What is due to the state treasury. Tech: It refers to
the taxation system in Ummayyad Iraq (AD 661-750) in which the tiller
held the land under more than one lord, that is, the local feudal lord and
the state. So the term haqq bait al mal was used in distinction with hagqq
al-dihgan, which meant what was due to the local feudal lord.

haqq al dihqan See haqq bait al-mal.

haqq al-‘ibad Individuals’ divinely ordained duties and obligations unto
themselves, fellow human beings and nature as a collective property of
mankind.

haqq al-’ijaratain Liz: Dual-lease right. Tech: Relating to the law of wagf,
refers to the arrangement whereby the lessee makes a large down payment
almost equal to the value of the wagf building and an annual nominal rent
(may be equal to 2—3 per thousand of the value). The wagqf is required to
use the lump sum amount for the renovation, repair and restoration of the
waqf building. The building remains the property of the wagqf, but the
lessee has the right to use it till the time he pays the annual rent. After his
death, the property passes on to his heirs except that when there is no heir,
it reverts back to the wagq f. It is very similar to hikr or hukr except that in
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the case of the latter, the wagq has the freedom to use the lump sum amount
in any manner it likes. But in this case, the lump sum must be used for the
renovation and repair of the waqf building to be used by the lessee.

haqq al-irtifaq Lit: The right of utilization or easement. 7ech: The right
to derive benefits gratis from the immoveable property of someone else.
The right has been recognized by the shari ‘ah in the spirit of generosity
that members of a community should display toward each other.
Following are important classes of this hagq: (1) The right to obtain
drinking water for self and animals from the canal privately owned by
someone else, known as haqq al-shurb. (ii) The right to fetch canal water
from across the land owned by someone else, known as haqq al majra.
(ii1) The right to drain out waste water over the property of someone else,
known as haqq al-masil. (iv) The right of access to one’s own property
across the property of someone else, known as haqq al-murir. (v) The
right of stopping the neighbour from carrying out such modifications in
his property that may cause harm to oneself, known as haqq al-jiwar.

haqq al jiwar See haqq al-irtifaq.

haqq al-majra See haqq al-irtifaq.

haqq al-mariir See haqq al-irtifaq.

haqq al-masil See haqq al-irtifaq.

haqq al-shuf‘ah Liz: Right of preemption. 7ech: A right to acquire by
purchase an immovable property in preference to other persons by
reason of such right.

haqq al-shurb See haqq al-irtifaq.

haqq al-yaqin Knowledge acquired with certainty by personal experi-
ence or intuition. Absolute truth with no possibility of error of judgement
or sense of perception.
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al-haram Lit: Prohibited, unlawful. See al-halal.

harim Lit: A sacred, inviolable place; sanctuary. Tech: In relation to a
certain place or thing, surrounding area on which no one other than the
owner of the place or thing has exclusive ownership rights. For example,
harim of a house, well, canal, river or tree. The jurists have defined lim-
its of harim in each case to delineate competing claims of ownership and
usufruct.

al-harth Relating to the law of zakah, it refers to agricultural produce in
general.

hashim1 Historically, a measure for grain prevalent in the ‘Abbasid period
(AD 750-945). One sealed (makhtiim) hashimi equalled 8 ratls or 3.27 kg.

al-hatitah See al-taswigh.

al-hawalah Lit: Bill of exchange, promissory note, cheque, draft. Tech:
A debtor passes on the responsibility of payment of his debt to a third
party who owes the former a debt. Thus, the responsibility of payment is
ultimately shifted to a third party. Al-hawalah is a mechanism that can be
usefully employed for settling international accounts by book transfer.
This obviates, to a large extent, the necessity of physical transfer of cash.
The term was also used, historically, in the public finance during the
‘Abbasid period (AD 750-945) to refer to cases where the state treasury
could not meet the claims presented to it and it directed its claimants to
occupy a certain region for a certain period and procure their claims
themselves by taxing the people. This method was also known as
tasabbub. The taxes collected and transmitted to the central treasury were
known as mahmiil (i.e. carried to the treasury) while those assigned to the
claimants or provinces were known as musabbab.

al-hawalah ‘ala al-bar”” Endorsement of one’s debt to a third party who
is not a debtor of the person endorsing the debt. The term has been applied
in the model of Islamic banking by some. An obvious example is the case
where a cheque is written in favour of a third party and drawn upon the
bank that does not have a credit balance of the cheque-writer in its books.
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al-hawalah ‘ala al-maqriid Endorsement of one’s debt to a third party
who is a debtor of the person endorsing the debt. The term has been used
in the model of Islamic banking by some writers. An obvious example is
the case where a cheque is written in favour of a third party and drawn
upon the bank that has a credit balance of the cheque-writer in the books
of the bank.

al-hawamil Used in the law of zakah for those animals engaged in carriage
of goods.

al-hawl Period for which zakah or ‘ushr becomes due. In case of cash,
golden silver, stock-in-trade and cattle, it is one year and in case of agri-
cultural and mineral produce, it is as and when the produce is available.

hayat tayibah Good life attained by the balanced satisfaction of both the
material and the spiritual needs of human personality. It does not mean
‘good life’ as in the materialistic Western culture, which over-emphasizes
fun, wealth, women and wine.

al-hazir An estimator for the green fruits and vegetables employed by the
tax departments during the ‘Abbasid period (AD 750-945).

al-hibah Lit: Gift, donation. Tech: Transfer of a determinate property
(mal) without any material consideration. The Prophet has exhorted the
Muslims to donate gifts to others. This is one of the important values of
the Muslim society. The objective is to cultivate love and cooperation
among people.

hibah bil ‘iwad A gift in exchange of gift without the exchange being a
condition of the gift. It is a simple gift transaction except that revocation
of gift cannot take place.

hibah bi shart al-‘iwad A gift on condition of an exchange. For instance,
A gives a house to B on condition that B will give to A a garden belonging
to B. Such a transaction partakes of the nature both of gift and sale. It is
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regarded as a gift in its inception, so that it will not be valid with respect to
an undivided property (musha ) and neither party will acquire any right in
the thing given to him before delivery of seisin. After delivery of possession
by each party the transaction has all the incidents of a sale, so that neither
party can revoke his act; the right of preemption will attach to the property
and either party can return for defect in the article that he has received.

HIFIP (Harvard Islamic Finance Information Program) Founded in
December 1995 as an academic research programme operating under the
Center for Middle Eastern Studies of Harvard campus in Cambridge,
MA, with the initial grant from Dar al-Mal al-Islami. The HIFIP is com-
mitted to the collection, analysis and dissemination of information on the
Islamic financial sector. In adherence to its goal of becoming the inter-
national clearing house of information in the field, the programme aims
at ongoing development and periodic publication of its original Islamic
finance software package on CD-ROM — the HIFIP Databank.

hikr or hukr Lit: Ground rent. Tech: Relating to the law of ’awgqadf, it
refers to the long-term lease of wagqf property, where the waq f gets a
lump sum of money approximately equal to the capital value of the
property with a right to receive monthly or annual nominal rent. The lat-
ter sum is usually a token to keep alive the ownership of the wagf. In
return, the lessee has the right to utilize the property in any manner he
likes. The heirs of the lessee inherit the property. The lessee can also sell
the property with the buyer owing the nominal rent to the wagf. A simi-
lar system is prevalent in the Indo-Pak subcontinent and is known as
pagari system.

al-hilm Lit: Being mild, gentle, clement. Restraining oneself at a time
when the spirit is roused to anger. 7ech: Relating to mutual relations of
trade, employment and gard (debt), the aggrieved party is required to
keep his cool and show al-hilm towards others. It is one of the values of
the Muslim society.

al-hima Lit: Grazing lands for the cattle. Tech: Those pieces of
land which are meant for grazing of the state cattle. On this land, indi-
vidual ownership is not permitted. The Islamic state has an inherent right
to declare any remote or commonly used meadow as al-himd, but the
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state cannot appropriate any individual’s private property for this
purpose.

al-himayah See al-talji’ah.

al-himl Relating to the law of zakah, it is a measure of weight
equivalent to one wasg or 60 sa‘. According to Hanafites it is equal to
192.69kg or 201.72 kg, while the rest of the jurists consider it equal to
130.32 kg or 164.88 kg.

al-hiqqah Relating to the nisab for zakah, a young (grown-up) she-camel
in her fourth year. Such a she-camel is fit for becoming pregnant and for
carrying load.

al-hisbah Lit: Reward, calculation. 7ech: An institution that existed
throughout the Muslim history for implementing what is proper and
preventing what is improper. The main role of al-hisbah remained the
regulation of markets and provision of municipal services. The depart-
ment of al-hisbah used to have a head with technical staff well versed in
various products and processes. The department was often assisted by the
police. The al-hisbah staff used to summon recalcitrant debtors to pay
their debts, prevent too heavy charges required by ships and street
porters, destroy old and weak houses that were near falling off and check
accuracy of the weights and measures.

al-hiyal (sing. al-hila) Lit: Artifices, strategic tricks and devices.

HSSB (Higher Shari‘ah Supervisory Board) Initially established by the
International Association of Islamic Banks (IAIB) in 1983, it was also set
up in the Sudan in 1992 as an advisor to the Finance Minister. The main
functions of the HSSB includes: scrutiny of the decrees issued by the
shari‘ah supervisory boards of the Islamic banks; supervision and con-
trol of the operations of the Islamic banks for compliance with the
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shari‘ah; advice on any matter referred by any member institution.
Decisions of the HSSB are binding on members of the IAIB.

al-hubs (pl. al-’ahbdas) An alternate term used for al-wagqf, mostly in
North Africa.

al-hukrah Lit: Hoarding of goods. 7ech: Hoarding of foodstuff with a
view to creating a shortage in the market and pushing prices up. An alter-
nate term for ’ihtikar.

hulwan See ’iltizam.

hulwan al-kahin Lit: Sweets offered to a sorcerer. Tech: The earnings of
a fortune teller in whatever form they may be.

al-‘iarah Lending some durable article for temporary use.

‘isar Lit: Poverty; financial straits; insolvency. Tech: A condition of
financial stringency when a debtor is not left with any asset to meet his
debts. The Qur’an enjoins that such a debtor be given relaxation either in
the time for repayment or by forgiving all or part of the debt. It is distinct
from insolvency under the law. In case of insolvency, the debtor still
owns some assets to pay his debts partly. But in case of ‘isar, he has no
asset to meet his debt obligations.

IBID (Islamic Bank International of Denmark) Islamic Bank
International of Denmark was the first fully fledged Islamic bank in
Europe. The capital was 30 million Danish kroner. Its main aim is to
promote the business of Scandinavian companies connected with the
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Islamic world, to serve other Islamic banks and to provide normal banking
activities. IBID claims to operate on a non-interest basis. The parent com-
pany, Islamic Banking System (IBS), has among its shareholders the
Kuwait Finance House, Abu Dhabi‘s Ministry of 'Awgaf and prominent
Muslim individuals.

IBP (Islamic banks’ portfolio) A scheme of the Islamic Development
Bank Jeddah, established in 1987 in collaboration with 20 Islamic banks
and financial institutions. The IBP, an investment pool of US$ 380 millions
in 1999, became operational in 1988, mobilized the available liquidity with
the Islamic banks and channelized it toward trade finance operations, leas-
ing modes of investment, with special emphasis on the private sector.

ibn labtin Relating to the nisab for zakah, a 2-year-old male camel.

ibn makhad Relating to the nisab for zakah, one-year-old male camel.

ibn al-sabil Lit: Traveller. Tech: One of the eight heads of account on
which zakah funds may be expended. The zakah can be spent to help a
traveller if he has fallen short of funds during the journey even though he
is a rich person at his home station.

al-‘ibrah During the ‘Abbasid period (AD 750-945), it referred to the
average rate of tax for each locality or area. The average was calculated
on the basis of the lowest and the highest revenues of the previous years.

’ibtigha’ fadl Allah  Qur’anic term for economic struggle. It implies that
struggle to earn livelihood is a part of the overall effort to achieve
al-falah in the hereafter. Whatever a person earns is a »n ‘imah (gift) or fadl
from Allah and one will have to account for it on the Day of Judgement.

ICB unit certificates Investment certificates issued by the Investment
Council of Bangladesh, which is a governmental non-banking financial
institution, mainly operating on the basis of interest. But the Council also
mobilizes funds on the basis of mudarabah. The funds collected on this
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account are kept separate from other interest-bearing deposits. The
certificates are redeemable and negotiable at stock market. The return is
distributed among certificate holders after the Council deducts its
commission.

ICCICE (Islamic Chamber of Commerce, Industry and Commodity
Exchange) Established in 1978 at Karachi, as an organ of the OIC, it
promotes industrial cooperation by Islamic joint ventures.

ICD (Islamic certificates of deposit) A financial instrument developed
by Islamic banks to mobilize savings. The certificates are issued for dif-
ferent denominations and for different maturities. The Islamic banks act
as mudarib for collecting these funds and have the right to invest them
on any project they deem fit. The rates of profit and loss sharing are
determined at the time of issue. The banks also announced to repurchase
the certificates at any time after the sale of the certificates. The banks
announced the repurchase price periodically.

ICDT (Islamic Centre for Development of Trade) Established in 1981
at Casablanca (Morocco) as an organ of the OIC, it aims at regular com-
mercial contacts among member countries and promotes harmonization
of commercial and investment policies of the Islamic countries.

ICECSA (The Islamic Commission for Economic, Cultural and Social
Affairs) Formed in 1976, as an organ of the OIC, it reports to the
Conference of Foreign Ministers. It supersedes the Permanent
Commission of Economic Experts and the Commission of Economic
Experts and Representatives.

ICHC (Islamic Corporation of Housing Finance) A Canadian corpora-
tion of private Muslims for financing house purchased on interest-free
basis. Found in 1980 with 16 members, in 1993 it had over 900 members.
A person can become a member with a token sum and has to contribute
a minimum of C$ 600 as annual savings. Once a person has accumulated
a certain level of savings, he could request to buy a house. The corpora-
tion uses the accumulated savings and makes up the difference of the
sale price as a co-owner of the house. The rent of the house is assessed
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and the person buying the house gets a reduction in the rent in propor-
tion to his accumulated savings. From then on, the buyer of the house
continues paying the rent and the annual savings as before. Every year,
the rate of rent to be paid to the corporation is reduced in proportion to
the accumulated savings of the person. At the end, the person owns the
house fully. The rent earned by the corporation is distributed among
the members in proportion to their capitals after deducting the adminis-
trative expenses.

ICIIEC (Islamic Corporation for Insurance of Investment and Export
Credit) An independent institution affiliated with IDB Jeddah, it com-
menced business since 1995 and by December 1998, 34 countries of the
OIC had signed the Articles of Agreement. It had a capital of US$ 150
million. The Corporation issued insurance policies to cover capital
invested in export trade.

ICVTTR (Islamic Center for Vocational and Technical Training and
Research) Established at Dhaka in 1978 as an organ of the OIC, it
helps to meet the demand for technically qualified manpower in the
Islamic countries.

’ida‘at al-mal Lit: Wasting of wealth, squandering. 7ech: Dissipation of
wealth in any manner not allowed by the shari ‘ah including dumping of
goods in the sea to create scarcity in the market. Other examples are:
setting on fire or destroying goods or assets in a selfish manner.

IDB (Islamic Development Bank Jeddah) Established as a result of a
decision by the OIC in 1975, the IDB Jeddah is owned by member coun-
tries of the OIC. Since 1413 AH (1992) the authorized capital had become
ID 6.000 billion (SDR 6.000 billion) divided into 600000 shares of
10.000 dinars each. The subscribed and paid-up capital of the bank at the
end of 1418 AH was ID 4.000 billion and ID 2.257 billion, respectively.
All member countries have subscribed to the capital but the major con-
tributors are Saudi Arabia, Libya, Kuwait and the UAE. There were
52 member countries of the bank at the end of year 1418 AH. The bank
provides development finance to the Muslim countries on the basis of
various Islamic modes of finance such as musharakah, mudarabah,
murabahah, ’ijarah and qard hasan. The bank claims to follow the
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principles of the shari‘ah in all its business. It also promotes trade
among member countries and encourages setting up of Islamic banks.
It has arrangements for in-house research on Islamic banking
and economics. See also Islamic Research and Training Institute
or IRTL

IDB export financing scheme The IDB Jeddah launched its Export
Financing Scheme (EFS) in the year 1407 AH with the objective of
expanding its trade financing activities to facilitate export of commodi-
ties from member countries. The scope of the market has been expanded
to include OECD countries. The EFS has its own membership capital. At
the end of 1418 AH, there were 23 members with a subscribed capital of
ID 315.5 millions of which ID 133 million was paid up. At the end of
year 1418 aH, the bank had approved operations worth ID 306 million
under the scheme.

IDB import trade financing operation Since 1977, the IDB Jeddah has
been providing trade finance to promote trade among member countries.
The modus operandi is purchase of goods and their re-sale to member
countries with a mark-up on deferred payment basis. By the end of year
1418 AH, the bank had approved import trade financing operations
(ITFOs) to the extent of ID 8335 millions for 32 countries.

IDB infrastructure fund Launched in October 1998 in Washington, this
USS$ 1.5 billion fund is focused on infrastructure development through-
out the Muslim world. The Islamic Development Bank Jeddah had com-
mitted $ 250 million and Dar al-Mal al-Islami, Geneva had committed
$ 200 million. It was a limited partnership with equity capital target of
USS 1 billion and complimentary Islamic finance facility of US$ 500
million. Minimum contributions are US$ 10 million from institutional
and private investors in IDB member and non-member countries and
target returns are 18-20 per cent. Emerging Markets Partnership, a
Washington-based company manages this fund. The target sectors are:
power, telecommunications and petrochemicals.

IDB investment deposit scheme A scheme of the IDB Jeddah started for
financing foreign trade operations. The IDB accepts deposits of a quar-
ter of million US dollars from governments, institutions and individuals.
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IDB prizes In the year 1408 AH, the IDB Jeddah instituted two prizes, one
each for outstanding contribution in Islamic banking and Islamic eco-
nomics. The amount of the prizes is ID 30 000. The IDB gives one prize
each year alternatively for contribution in Islamic economics and Islamic
banking.

IDB technical cooperation programme The technical cooperation
programme of the IDB Jeddah is devoted to the promotion of human
resources development in member countries. The programme provides
for on-the-job training, study, familiarization visits, organization of
workshops and seminars. Priority areas are: agriculture, industry, finan-
cial reforms, infrastructure, education, health, transport, telecommunica-
tion, solar energy, environment, science and technology. By 1419 aH, the
IDB had provided funds to the extent of US$ 1.7 million for this purpose.

IDB waqf fund The IDB Jeddah established the fund in 1997, by trans-
ferring US$ 1.5 billion from the Special Assistance Account. The fund
supports Muslim communities living in non-Muslim countries. It pro-
vides assistance for educational and health projects, emergency relief for
natural catastrophes like earthquakes, floods or droughts. By the end of
1998, the fund had supported 474 proposals in 63 communities to the
extent of US$ 164 million. Besides, for relief to the emergency-stricken
people, it had extended help to the extent of US$ 309 million. By the end
of year 1418 AH, it had net assets worth ID 0.885 billions.

IDB unit investment fund The IDB Jeddah launched the fund in 1990,
with an initial capital of US$ 100 million and then increased it to US$ 325
million by 1998. The fund purchased leasing and instalment sales con-
tracts from the IDB and thus refinanced the bank’s activities. The fund
also undertook investment on its own account to enhance the investment
activities of the bank.

IDS (Islamic debt security) It is an Islamic financial instrument started
by Bank Islam Malaysia in 1994. The issuer intended to get re-finance
for one of its existing interest-free debts. The purchasers of the security
provided cash for the debt equal to the par value of the debt on the
basis of mudarabah. The issuer shared the profit with the investors at
a pre-determined ratio.
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IFDS (Islamic Financial Data Services) A private company established
in 1998 based in London and Kuala Lumpur with the objective of
producing a multimedia directory of Islamic Banking and Insurance on
CD-ROM and to issue an electronic journal on the Internet for Islamic
financial community. It had a paid up capital of £ 100 000. The first edi-
tion of the directory came out in August 1999. The Internet journal is
also being published by the title of ‘IFDS E-journal for Islamic Banking
and Insurance’. Website address is: Attp://www.ifds.net.

’iflas  Lit: Bankruptcy; insolvency. Tech: Financial condition of
a person in which his liabilities exceed his assets.

IFSTAD (Islamic Foundation for Science, Technology and Development)
Established in 1978 at Jeddah, as an organ of the OIC, it collects and
disseminates information on research facilities of the Muslim world and
coordinates activities in the field of science and technology.

al-ighar Historically, a fief protected from the interference of tax col-
lectors, supervisors or their agents. For such protection a yearly levy was
imposed in the name of the '/mam or the treasury or military authorities,
depending on who provided the protection.

al-’ihraz Relating to the law of ownership, it refers to securing or taking
possession of things not already owned by someone else.

al-’ihsan Lit: Beneficence. Tech: Al-'ihsan is to accept readily and
ungrudgingly while receiving, a smaller share than what is due and to
give, while paying back, a share larger than what is due. A/- ihsan is an
important value of the Muslim society. It is over and above the legal
equality of justice (al-‘adl) and is practised voluntarily.

al-’ihtikar The hoarding of commodities of any kind, particularly food-
stuff, with a view to creating artificial scarcity and rise in price.

’ihya’ al-mawat  Lit: Revival of dead lands. Tech: Development of owner-
less lands (al-mawidt) to make them productive. See also al-’ard al-mawat.
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’ihya’ al-tamltk The process of development of a dead land that entitles
a person to claim its ownership. It includes cultivation, plantation and
irrigation, etc.

ITIBE (International Institute of Islamic Banking and Economics)
Established on 25 March 1981 by the Dar al-Mal al-’Islami in Cyprus
for the training of staff for the growing network of Islamic banks and for
research in Islamic economics. The Institute was closed in 1984,

IIC (Islamic Investment Certificate) A financial instrument developed
by Islamic banks for mobilizing savings. The certificates are of different
denominations and for different maturities. The Islamic bank announces
to invest the sale proceeds of these certificates in specified projects. The
feasibility studies or past performance of these projects is made known
to the buyers of these certificates. The profit or loss ratios are also
announced at the time of floatation. The bank agrees to repurchase the
certificates any time after the sale at the announced price.

al-’Tjar Historically, a class of privileged landlords who were not sub-
jected to arbitrary taxation. The tax on their land was fixed once for all.
It was not increased on any pretext nor was a concession given to them
if the land became waste or the crop failed. The privilege was enjoyed by
the landlord and his descendants.

al-’ijarah Lit: Letting on lease. Tech: Sale of usufruct of an asset in
exchange for definite reward, but it is commonly used for wages. Also, it
refers to a contract of land lease at a fixed rent payable in cash. It is
contrary to muzar ‘ah, when rent is fixed as a certain percentage of the
produce of land. It also refers to a mode of financing adopted by Islamic
banks. It is an arrangement under which the Islamic bank leases equip-
ment, a building or other facility to a client against an agreed rental. The
rent is so fixed that the bank gets back its original investment plus
a profit on it. The conventional lease financing distinguishes between
operating lease and financing lease. In the Islamic framework, al- ijarah
represents conventional operating lease. But Islamic al- ijarah financing
(called al-"ijarah muntahia bit tamlik) is distinct from the conventional
lease financing in the following respect. The conventional financing
lease applies to intangible assets while the Islamic lease financing also
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applies to intangible assets such as right to collect rentals of an
infrastructure as toll of a bridge. See also sukiik al-’ijarah.

’ijarah expense Instalment of rent paid for leasing an asset are shown as
‘ijarah expense in the books of the lessee.

’ijarah fasidah Lit: Voidable contract of tenancy. 7ech: A contract of land
tenancy is voidable if one of the following items are not exactly specified
in it: (i) size, quality and location of the land; (ii) use to which the land
would be put; (iii) duration of the tenancy; and (iv) amount of the rent.
The contract of tenancy also becomes voidable if it contains stipulations
that constitute one-sided charges to the advantage of either party.

’ijarah al-’istihlak Lit: Tenancy of consumption. 7ech: A contract of tenancy
in which the tenant rents a garden to consume the fruit growing in it.

’ijarah muntahia bitamlik Lease (‘ijarah) contracts that end up with
transfer of ownership of leased assets to the lessee. It can take one of the
following forms: (i) A contract that transfers the ownership of leased assets
to the lessee — if the lessee so desires — for a price represented by the rental
payments made by the lessee over the lease term. At the end of the lease
term, legal title of leased assets passes automatically to the lessee without
further contracting. (ii) A contract that gives the lessee the right of owner-
ship of leased asset at the end of the lease term for a specified price, which
may be a token price. (iii) A contract that gives the lessee one of the three
options that he may exercise at the end of the leased term: purchasing the
leased asset for a price that is determined based on rental payments made
by the lessee; renewal of ‘ijarah for another term; returning the leased asset
to the lessor (owner). (See also operating ’ijarah.)

’ijarah revenue Instalments of rent received on leased assets by the
financial institutions.

al-’ijarah wa al-’iqtina’ A mode of financing adopted by Islamic banks.
It is a contract under which the Islamic bank finances equipment, build-
ing or other facility for the client against an agreed rental together with
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an undertaking from the client to make additional payments in an
account which will eventually permit the client to purchase the equip-
ment or the facility. The rental as well as the purchase price is fixed in
such a manner that the bank gets back its principal sum along with some
profit which is usually determined in advance.

al-’ijarah bi shart al-tamlik It is leasing of property to a party on the
condition that it shall be sold to him after an agreed period on terms and
conditions mentioned in the agreement of lease.

al-’ijarah thumma’ al-ba’i Lit: Lease followed by sale. 7ech: A form of
Islamic financing arrangement for infrastructure projects, under which
the infrastructure company would sell the underlying project like a road
to the financiers for cash. The financiers, as owners of the project, would
then lease back the project (in this case the road) to the infrastructure
company. The infrastructure company issues ‘ijarah certificates (sukitk
al-’ijarah) in favour of the financiers. The financiers have the option of
selling these ‘ijarah certificates at stock exchange. After the expiry of the
lease, the infrastructure company has the option to purchase back the
asset from the financiers.

’ijarah contract A combination of ’ijjarah and musharakah contracts.

al-’ijma¢ Lit: Consensus. Tech: Consensus of the jurists (mujtahidiin) on
a certain question in a certain age. It is of two broad types: (i) ‘ijma ‘ qaul?,
in which all the jurists give their opinion explicitly; and (ii) ‘ijma’ sukiifi,
in which some express their opinion but others do not oppose it.

al-’ijtihad Lir: Effort, exertion, industry, diligence. Tech. Endeavour of a
jurist to derive or formulate a rule of law on the basis of evidence found
in the sources.

al-’ikhtilat Relating to the law of partnership, it refers to intermingling
of two investments so that they cannot be distinguished any more.

al-’ikhtiyar A variant of al-khiyar (the right to rescind the contract)
applied to denote options in the contemporary financial and stocks
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markets. It is of two types: (i) ’ikhtiyar al-talab (call option); and
(i1) ’ikhtiyar al-daf” (put option). The period to exercise the option is
called fatrah al-"ikhtiyar.

’ikhtiyar al-daf* See al-’ikhtiyar.

’ikhtiyar al-talab See al-’ikhtiyar.

’ikrah  Lit: Coercion. Tech: Imposing a contract or a condition on an
unwilling party.

al-’iktinaz Lit: To accumulate, to amass, to hide wealth. Tech:
Accumulation of wealth without paying zakah due on it. It also refers to
unproductive accumulation of wealth.

’iktisab al-halal Struggle for earning livelihood through lawful means.
It is an important value of the Muslim society.

’ilja’ lands  See al-talji’ah.

‘ilm al-’iqtisad al-’Islam1 Lit: Islamic economics. 7ech: It has been dif-
ferently defined by different scholars. Some of the definitions are: (i)
Islamic economics is the knowledge and application of injunctions and
rules of the shari ‘ah that prevent injustice in the acquisition and disposal
of material resources in order to provide satisfaction to human beings
and enable them to perform their obligations to Allah and the society.
(i1) Islamic economics aims at the study of human faldh achieved by
organizing the resources of earth on the basis of cooperation and partic-
ipation. (iii) Islamic economics is the study of the behaviour of the
Muslims who organize the resources, which are a trust, to achieve falah.

‘ilm tadbir al-manzil The science of economics, as referred to in
medieval Muslim sources. The goal of this knowledge was management
of the household. The economy of the home included the totality of all
its human relationships. Home economy was not formed by the market
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but concentrated on home and farm. It united ethics, economics and
politics. Despite an urge for material gain, the motives for enterprise
were different from the factory production of modern capitalism. The
‘ilm tadbir al-manzil studied the concept of the ‘whole house’ as distinct
from modern economics which emerges from a market economy and
concentrates on material aspects of life only.

‘ilm al-yaqin Knowledge acquired by reasoning or inference.

’iltizam A system of tax-farming introduced in Egypt in AD 1658. Under
the iltizam, the ruler (wal7) auctioned off whole districts, villages or even
individual farms. The buyer (multazim) would become the government’s
tax collector or representative. The multazim had to pay a tip of sorts, in
advance, called the hulwan which was equal to a year’s sum of taxes due
from the locality. The multazim was then obligated to pay the amount of
his ’iltizam in three instalments a year. This amount was called the miri.
In addition, the multazim had to pay special taxes called mudaf. The
multazim, in turn, leased the land to peasants for four or five times the
amount of the miri. The peasants were also obligated to pay several addi-
tional taxes such as the barrani and khushiifiyah. The barrani was a pay-
ment in honey, chicken and the like to support the multazim and his
retinue, while the khushiifiyah was a levy to support irrigation projects,
fix bridges and pay local guards. Around the eighteenth century, the state
also imposed unofficial taxes such as raf ‘aly mazalim and al-magharim
on both the multazim and the peasants. Consequently, the multazim was
often forced to borrow at high rates of interest to meet his obligations.
Eventually, Muhammad ‘Al1 abolished the ‘iltizam system in AD 1812.

al-’iman Lit: Faith. Tech: Faith in the oneness of God, in Muhammad’s
apostlehood and his finality, in the Day of Judgement, in the unseen real-
ities like angels, revelation, paradise, hell, etc.

’iman bil gha’ib Liz: Faith in the Unseen. 7ech: A Muslim’s faith in
God, prophets, revelation, paradise, hell, angels, etc. "Iman bil gha’ib is
a cornerstone of the value system that governs the Muslim society.
It induces a behaviour that is richly imbued in the obedience of God
and the Prophet, and a high sense of accountability on the Day of
Judgement.
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‘imartul >ard  Lit: Development of land. 7ech: Populating the earth, mak-
ing progress or prosperity, initiating productive activity, maintaining the
land in proper shape, and so forth.

al-‘inan al-‘ammah Relating to the law of partnership, a type of shirkah al-
‘inan, comprehending a variety of business operations as against al- ‘inan
al-khassah, which is limited to a single purchase and sale operation.

al-‘inan al-khassah See al-‘inan al-‘ammah.

al-’infaq Lit: Spending, expenditure. 7ech: Spending to seek Allah’s
pleasure, whether to discharge a liability or voluntarily, on the poor,
needy or to meet social needs. Al-’infag also covers one’s expenditure to
meet one’s own personal needs and those of the family.

al-’infaq al-tatawwu‘ Lit: Voluntary spending. Tech: refers to voluntary
spending in the cause of Allah or for helping the needy people. It is used
in comparison to obligatory spending (nafagat al-wajibah) where one
has an obligation to bear the expenses of his relatives and dependents.

interest English language equivalent for the Qur’anic term riba, accord-
ing to majority of the Islamic scholars.

interest-free banking See Islamic banking.

internal shari‘ah review An independent division or department or part
of internal audit department of an Islamic bank. Its functions include
examination and evaluation of the operations of the banks with a view to
determining the extent of compliance with the shari ‘ah rules, guidelines
and fatwas issued by the shari‘ah supervisory board.

International Association of Islamic Banks Set up in 1977, the objec-
tive of this organization is to promote and foster the Islamic banking
movement. It is an affiliate of the OIC.
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International Institute of Islamic Banking and Economics See IIIBE.

International Leasing and Investment Company A leasing company
incorporated in Kuwait in May 1999 with a capital of US$ 50 million.
The shareholders include IDB (33 per cent), Japan’s Itochu Corporation
(3 per cent), and seven Kuwaiti entities. The company focuses on
medium- to long-term leasing opportunities.

International Trade Fund A fund operated by the National Commercial
Bank of Saudi Arabia. The ITF collects money by selling units to
investors. Each unit represents a share of the ITF’ investment. The
resources of the ITF are used in murabahah-based trading transactions by
purchasing commodities from suppliers and selling them on deferred pay-
ment basis. The profits generated from this activity are added to the ITF,
increasing the value of each unit. The ITF provides short-term investment
as the maximum period allowed on any single transaction is one year. The
ITF portfolio has an average life of approximately 3 months.

investment assets With reference to Islamic banks, they are investments
in financial instruments using any of the suitable Islamic financial
instruments.

investment risk reserve With reference to Islamic banks, it is the amount
appropriated out of the income of investment account holders, after allo-
cating the mudarib’s share, in order to provide a cushion against future
losses for investment account holders.

involuntary public borrowing In a scenario where the government cannot
borrow funds on interest, it is an option suggested by some writers. The
government may acquire interest-free loans compulsorily and on the basis
of its authority from individuals, corporations, commercial banks and the
central bank. These loans would be in the nature of a refundable tax.

al-’iqalah Lit: Cancellation, revocation. Tech: Cancellation or revocation
of a contract of sale. There is a detailed code on al-’igalah in the texts of
jurisprudence.
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al-’iqta‘ Lit: Act of bestowing a gati ‘ah (a cut-off piece). Tech: A piece
of land donated by the state in the public interest subject to state taxes to
a person for self-cultivation. Sometimes the ownership is passed on to the
donee but at other times only the right to derive benefit is granted and the
ownership remains with the state.

’iqta‘ al-’amir Donating a piece of land by government to an individual
to enhance or protect public interest.

’iqta‘ al-’ijarah A piece of land donated to someone by state on the basis
of rent. The ownership rights remain with the state which can always
dispose it off in any other manner. See ’iqta‘ al-tamlik.

’iqta‘ al-’irfaq  See al-’irfaq.

’igta‘ al-’istighlal  Assigning of tax revenue to a person by the state
relating to a particular land or area. The donee is authorized to collect
kharaj from the people and to keep it with himself. He is not required to
deposit it with the public treasury. In this case, the land itself is not subject
of donation. This type of donation was prevalent during medieval Islam.

’iqta‘ al-ma‘adin  The pieces of land donated by the state containing
mineral deposits.

’iqta‘ al-tamlik A piece of land donated by the state on a permanent
basis without any liability for tax. Such an ’igta“ is treated as private
property of the person to whom it is donated. The land donated could be
dead land (mawat), arable land or land containing minerals (ma ‘adin).

al-’iqtisad  Lit: To adopt a middle course. 7ech: To be moderate between
extravagance (‘israf) and miserliness (bukhl). ’Iqtisad is one of the
important values of the Muslim society.

al-iqtiyat Lit: Foodstuff. Tech: Relating to the law of riba al-fadl.
According to some jurists, one of the causes for the prohibition of
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riba al-fadl lies in the articles of exchange being foodstuff (al-igtiyat).
See also riba al-fadl.

irdabb A measure of volume for measuring wheat, barley and beans used
in Makkah during the Mamluk period (AD 1250—-1517); equal to 90 litres.

al-’irfaq Concessions in public property such as market places or inac-
cessible mines given to individuals on payment of certain duties or taxes.
They are also known as ’igta ‘ al-"irfaq.

’irq al-zalim Unlawful cultivation of a land owned by another person.

’irsad  Lit: To keep ready. Tech: Setting aside by government the income
from bait al-mal for specific expenditures. It is distinct from wagq f, which
is usually a private property at the time of creating a waqfwhile ’irsad is
in public ownership to begin with. The Hanafites also use this term to
denote income of a waqf property that is set aside to settle any debts on
the wagqf. For example, if a tenant of a wagq f property carries out renova-
tions or extensions of the property, he is entitled to reimbursement of his
actual cost from the wagq fincome. Till the time his cost is reimbursed, the
income of the wagf will be set aside for meeting the claim of the tenant
on a priority. This setting aside of the income is known as ’irsad in the
Hanafite figh.

IRTI (Islamic Research and Training Institute) Established by the
IDB, Jeddah, in 1981, it conducts theoretical and conceptional research
in the field of Islamic economics and law as well as policy-oriented
research regarding Islamic banking, development finance and economic
cooperation among Islamic countries. It also extends training to person-
nel engaged in economic development activities in the bank’s member
countries. IRTI also organizes seminars and conferences on subjects
relating to Islamic banking, finance and economics. It publishes a bi-
annual refereed journal in Arabic and English known as Islamic
Economic Studies. In order to recognize and encourage activities of out-
standing merit in Islamic economics, banking and finance, IDB awards
annually a prize alternating between Islamic economics and Islamic
banking and finance. IRTI invites the prize winners to deliver a lecture
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on a topic of current interest. The IRTI is working on the development of
a number of information systems.

’irtifagat  Liz: Adopting convenient ways, helping devices, beneficial
methods, useful technology and good manners in one’s life. 7ech: Shah
Wali Allah used it to denote four stages of socioeconomic development.
The first stage is primitive society. The second stage is when the society
organizes itself, adopts division of labour, develops trade, hiring, credit,
modes of fair dealings and mutual cooperation. At the third stage, a city
state comes into being with proper governance. At the fourth stage,
a super authority that controls and wields power over all the city states
comes into being. Shah Wali Allah combines the concept of socioeco-
nomic development with the concept of securing the pleasure of Allah
(ridwan Allah) and termed it as igtirabat that is, ways and stages of
purifying and spiritually developing oneself.

ISA (Islamic Shipowners Association) Registered in Jeddah in 1982,
became operational in 1987. By 1992, it had 40 shipping companies relat-
ing to 16 countries as its members. It came into being under the overall
umbrella of OIC.

Islamic Bank Bangladesh Limited Incorporated on 13 March 1983.
Besides a head office, it has 16 branches in Bangladesh. Authorized
capital, taka 500 million; paid-up capital, taka 79.5 million.

Islamic Bank for Western Sudan Incorporated in 1981. Has a branch at
Nyala. Paid-up capital, £S 25 million.

Islamic Bank International of Denmark See IBID.

Islamic banking Banking in consonance with the ethos and value system
of Islam as compared to conventional banking that conducts its business of
borrowing and lending on the basis of interest. Islamic banking is expected
not only to avoid transactions on the basis of interest, but also to participate
actively in achieving the goals and objectives of an Islamic society. Islamic
banking involves a social implication which is necessarily connected with
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the Islamic order itself, and represents a special characteristic that
distinguishes Islamic banks from the banks based on other philosophies.
In exercising all its banking and developmental activities, the Islamic
bank takes into prime consideration the social implications that may be
brought about by any decision or action taken by the bank. Profitability —
despite its importance and priority — is not, therefore, the sole criterion
in evaluating the performance of Islamic banks, since they have to match
both between the material and the social objectives that would serve the
interests of the community as a whole and help achieve their role in the
sphere of social mutual guarantee. Social goals are understood to form
an inseparable element of the Islamic banking system that cannot be dis-
pensed with or neglected. Islamic banking started as a movement in the
Muslim countries in the early 1970s. The IDB, Jeddah was the first inter-
national bank to be set up on the principles of the Islamic shari ‘ah. Since
then, several countries have tried to set up Islamic banks in their coun-
tries. They include some of the European countries as well. By the end of
1999, there were over 200 Islamic financial institutions around the globe
handling funds worth more than US$ 200 billion.

Islamic Banking System See IBID.

Islamic banks’ portfolio See IBP.

Islamic Centre for Development of Trade See ICDT.

Islamic Centre for Vocational and Technical Training See ICVTT.

Islamic certificates of deposits See ICD.

Islamic Chamber of Commerce, Industry and Commodity Exchange

See ICCICE.

Islamic Commission for Economic, Cultural and Social Affairs See

ICECSA.
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Islamic Cooperative Housing Corporation See ICHC.

Islamic Corporation for Insurance of Investment and Export Credit
See ICIIEC.

Islamic credit card It is an Islamic alternative to the conventional credit
card. It has been suggested by some to operate as follows. The customer
agrees to place X amount of funds into an investment account with the
bank. The bank holds these funds, for purposes besides investment, as a
security for the credit card. The customer has the facility of having
liquid funds for his purchases while his own funds are accruing value
through investment on the basis of mudarabah or musharakah. The
customer meets his payments, as usual, on a monthly basis. The bank has
the safeguard of the investment account in case of default. The funds
attracted by these credit cards can also be used for regional development
projects in which the investors will have interest.

Islamic debt securities See IDS.

Islamic Development Bank Jeddah See IDB.

Islamic dinar Currency used to denominate share capital and financing
operations of IDB, Jeddah. The value of one Islamic dinar equals one
SDR of the International Monetary Fund (IMF).

Islamic Economic Development Foundation of Malaysia Established
in 1976 as a trust under the Trustees Act, the Islamic Economic
Development Foundation of Malaysia aimed to collect voluntary
donations from the public and utilize them for the development of
Muslims in various fields of education, welfare and economic develop-
ment. By 1993, it had assets over RM 50 million and had distributed over
RM 13 million to the public. It provides interest-free loans to the poor.
It has created a subsidiary organization known as ’'Amanah Ikhtiar
Malaysia (AIM) for the purpose of managing its interest-free loans
operation.
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Islamic Financial Data Services See IFDS.

Islamic Foundation for Science, Technology and Development See
IFSTAD.

Islamic housing debt securitization scheme A housing scheme intro-
duced by Cagmas Berhad Malaysia, it mobilizes funds by issuing ‘Bon
Mudharabah Cagmas’ (BMC). The BMCs are issued on the basis of
profit-sharing. The bondholders and Cagmas share the profit based on
specific profit-sharing ratios. Cagmas uses these funds to purchase exist-
ing Islamic housing debts of Bank Islam Malaysia Berhad (BIMB) and
other Islamic financial institutions at a discount. The discount represents
profits to be shared between Cagmas and BMCs holders.

Islamic Instruments Study Group (IISG) The Securites Commission
Malaysia set up IISG on 10 October 1994 to provide input and advice in
the effort to develop an Islamic capital market. It had four shari‘ah
scholars as permanent members but had also two co-opted members with
experience in capital market and banking.

Islamic interbank check clearing system Started by Malaysia from
3 January 1994, the Islamic banks and other financial institutions dealing
in Islamic finance participate in this system. It separates the cheques of
the participating banks from the conventional cheques. The clearing
process works on the basis of mudarabah. At 12 a.m. midnight, during the
check clearing, the deficit banks get their deficit automatically financed
from the surplus of other banks in the scheme. If there is still a deficit
after the round of funding, the central bank steps in and provides funding
on the basis of mudarabah. The profit-sharing ratio for this mechanism
is 70:30, giving 70 per cent to the investor bank. The repayment is made
by the next morning.

Islamic interbank money market Started by Malaysia in 1994, all
Islamic banks and those financial institutions which dealt in Islamic
finance participate in this market on the basis of mudarabah. One bank
with a surplus could invest in another bank which has a deficit. The
investment could be for periods ranging from overnight to 12 months.
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The profit-sharing ratios which were fixed by the central bank of
Malaysia were negotiable from 2 February 1994. The profit-sharing
ratios for investments for less than or equal to one month are 70:30
(70 per cent for the capital provider), for periods 1-3 months 80 :20, and
for periods exceeding 3 months, 90:10. The minimum for interbank
investment is RM 50000 and the rate of return is based on the gross
profit rate before distribution for a 1-year investment of the receiving
bank. The surplus bank and the deficit bank negotiate on the investment
amount, the period of investment, and the profit-sharing ratio, either
directly or through a money broker. The surplus bank does not know
what the return would be, as the formula would only become concrete
figures towards the end of the investment period. At the end of the invest-
ment period, the deficit bank returns the principal sum plus the share of
the bank’s profit from the usage of the funds.

Islamic investment certificates See IIC.

Islamic man The primary character of an ideal Islamic society whose
behaviour conforms to the Qur’an and the sunnah of the Prophet. The
behaviour of the Islamic man is considered rational because it is consis-
tent with the Islamic shari ‘ah. The Islamic man gives a greater weight to
life in the hereafter as compared to life in this world. He does not maxi-
mize his utility but seeks the falah for himself as well as for others. He
is just, benevolent, altruistic and moderate. He fears Allah and thinks
himself accountable to Him. He is not materialistic. He fulfils his social
obligations without any coercion. He produces, consumes and distributes
wealth and income with a view to attain falah in the hereafter.

Islamic pawn-broking scheme (skim al-rahnu) A Malaysian scheme to
provide interest-free loans to clients of small means. The scheme operates
through branches of Bank Rakyat Malaysia. Under the scheme, anybody
who qualifies for an interest-free loan offers some gold jewellery as col-
lateral to the bank. The bank provides interest-free loan and charges
nominal safe custody charges for the jewellery.

Islamic private debt securities A financial instrument introduced
by Malaysia in 1990 when a deferred sale facility amounting to RM
125 million was syndicated by the Bank Islam Malaysia Berhad (BIMB)
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for a multinational company. Under this facility, the BIMB arranged
a group of financiers who purchased certain assets from the issuer
amounting to RM 125 million. These assets were then sold back to the
issuer at a mark-up price representing the cost plus a pre-determined
profit. The payment was deferred so it became a debt. The company
issued a series of promissory notes to the syndicate participants with
amounts and maturities dates according to repayment schedules of the
debt. The notes became tradeable at the stock exchange.

Islamic rationality The behaviour of an Islamic man signifies Islamic
rationality (see Islamic man). Implications of Islamic rationality are:
(1) moderation in consumption; (ii) consumption for one’s own self as
well for the sake of Allah; (iii) avoiding consumption of those goods
which have been prohibited by the shari‘ah; (iv) avoiding hoarding of
wealth; (v) taking investment decisions with reference to social respon-
sibility; and (vi) saving not only for oneself but also for others.

Islamic Research and Training Institute See IRTI.

Islamic Shipowners Association See ISA.

Islamic takaful (takafol) A form of insurance within the Islamic frame-
work. Conceptually, a group of persons join hands to share risk mutually.
They contribute a given sum of money periodically to cover defined risks.
In case of loss covered by the scheme, the sufferer gets a financial com-
pensation from the takaful. Others meet the loss and share the burden
mutually. The funds collected remain invested in Islamically permissible
investments and any profit or loss after charging the fakafil expenses is
credited or debited to the accounts of the members. A number of Islamic
takaful companies exist in several countries. The first one came into being
in 1979 and by the end of 1993, there were 20 such companies in the world.

Islamic Takaful Company, Luxembourg Founded in December 1982,
for providing an Islamic alternative to conventional insurance, it is oper-
ating in the United Kingdom, Germany, Holland and Belgium with head-
quarters at Luxembourg. It is a wholly owned subsidiary of Dar al-Mal
al-Islamt and had an authorized capital of USS$ 1 billion in 1992.
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Islamic Trading Company Established in Bahrain in 1991 with an
authorized capital of US$ 100 million and a paid-up capital of US$ 20
million, for mobilizing resources of the banks and promoting trade
among the Muslim countries.

Islamic transactions certificates Islamic bonds issued by the Islamic
Transactions Branches of Bank Misr, Egypt for a nominal value of 1000
Egyptian pounds (or US dollars) and their multiples. The bond was
issued for a term of five renewable years. The funds collected were
invested by the bank in Islamic projects and the bank had full authority
to decide the investment avenues. A monthly return was payable to the
holders by the bank but it was finally adjusted at the time of annual
results of the enterprise. The certificate holder could recover its value 6
months after the date of its issue and could get an interest-free loan from
the Bank with certificates as a collateral.

Islamic trust funding A mode of finance for long-term home-buyers
offered by some Islamic banks. Under this mode of finance, the bank
purchases the asset on participation basis whereby the other party also
contributes 15-20 per cent of the capital. The house so purchased is
leased out to the borrower who also becomes the tenant. The bank not
only receives the share of its profit, but the borrower also gradually
purchases the share of the bank by increasing his own participation.

al-’israf Lit: Intemperance, immoderateness, exaggeration, waste. Tech:
Covers: (i) spending on lawful objects but exceeding moderation in
quantity or quality; (ii) spending on superfluous objects while necessities
are unfulfilled; and (iii) spending on objects which are incompatible with
the economic standard of the majority of the population.

al-’istan Historically, taxation incumbent on the rural population of fiefs
and state domains. It was usually a certain proportion (mugasamah) of
the produce of land (sometimes to the extent of 50 per cent of the pro-
duce). This was a distortion of the taxation system of the shar7 ‘ah, which
prescribed ‘ushr or kharaj.

al-’istar A measure equal to 6.5 dirhams or 19.5g.



100 istibdal
’istibdal Relating to the law of wagqf, it refers to the conversion of a type
of wagqf into another type. Usually, it applied to the conversion of cash

wagq fs into real estate wagqfs. There were certain conditions which had to
be fulfilled before such a conversion was authorized by the state.

istidanah Liz: To incur debt. Tech: To assume a financial liability of any
type such as by way of cash loan for a fixed term or through purchase of
goods or by hiring services of a person or by receiving an advance for
goods or services to be supplied later. It is a broader concept than
‘istiqgrad, which covers only cash loans for a fixed term.

al-istihsan Relating to the sources of Islamic law, it is a deviation, on
a certain issue, from the rule of a precedent to another rule for a more
relevant legal reason that requires such deviation.

’istijrar A financial instrument issued by Pakistan’s Muslim Commercial
Bank (MCB). It is an Islamic mode of finance, enabling buyers to buy
commodities such as cotton, edible oils, pharmaceuticals, etc. conveniently.
The sale price payable to the bank is determined by the market forces.
The sale price is taken as the average of market prices, during the financ-
ing period relating to the particular commodities determined by reliable
and undisputed sources. The buyer has an option to fix sale price at any
time on or before the due date for repayment provided the market price
exceeds the defined upper limit. The price would then be payable by the
buyer to the MCB on due date. Similalrly, MCB has the option to close
the deal under volatile price fluctuations, provided that the market price
falls below the defined lower limit. In such cases MCB would declare the
pre-determined provisional price to be the sale price, to be paid on
due date.

istirdad Lit: Reclamation, claim of restitution. 7ech: Right of a person to
claim back anything which originally belonged to him, if the other person
took it either through an optional sale (bai ‘ bil khiyar), or by a defective
contract of mudarabah, wadi ‘ah, hibah or anyother unlawful manner.

al-istislaf  Lit: To borrow. Tech: Commercial commitment of the mudarabah
agreement by the working party (mudarib) in excess of the capital invested.
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’istifa’ Lit: To receive in full. Tech: In a contract of sale, the deal is
complete only when the buyer has taken delivery of object of sale in full
and in a satisfactory manner.

’istifa’ al-qard Lit: To receive back the amount of loan in full by the
creditor. 7ech: Used in riba-free banking for the operation of a current
bank account by cheque.

al-’isti‘faf To abstain from begging. Begging has been prohibited in the
shari‘ah, except when: (i) a person is under debt and is not finding any
means to pay it off; (ii) a natural calamity befalls and destroys one’s
belonging; (iii) one is poverty-stricken and three persons of his commu-
nity testify to it. In all these cases, one may beg only to the extent
of meeting the above needs. In no case is this to be a regular source of
income.

al-’istighna’ Lit: Being rich. Tech: Feeling rich and independent and
thinking oneself capable of independent of even God and His command-
ments. This is an improper attitude and has been condemned in the
Qur’an.

’istiglal A legal device practised by the people of Turkey during the
Ottoman period (1281-1925) for concealing a usurious transaction. It
was apparently a sale transaction but actually a loan contract. The bor-
rower handed over to the lender some real estate, supposedly as a sale,
but actually as a pawn. If the borrower redeemed his debt after the agreed
period, asset reverted back to him. In the meantime, the lender leased the
asset to the borrower (so that the borrower could go on using it) and the
‘rent’ which was exactly 10 per cent per annum of the loan, was nothing
but interest. It was, thus, a transaction of interest-bearing loan with real
estate as a security.

al-’istiqrad Lit: 7o raise a loan. Tech: In a contract of mudarabah or
shirkah, the financier (rabb al-mal) or other partners may authorize the
working partners (mudarib) to raise loan in cash for business over and
above the business capital.
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al-istislah  Relating to the sources of Islamic law, it is an unprecedented
judgement within the overall shari‘ah framework, motivated by public
interest but not supported by the Qur’an nor the sunnah explicitly.

’istishab A juristic principle to the effect that a given judicial situation
previously existing is held to continue to exist until it can be proved that
it no longer exists or has been modified.

’istisna¢ bonds A proposed financial instrument for raising funds by
government. The government can issue these bonds to the public for sell-
ing certain assets in the future, (on the principle of bai ‘ al- istisna *) like
houses or cars, etc. The bonds will be issued with a mark down on the
current market price of the assets or in times of inflation with a guaran-
tee that the current market price will not be increased. The bonds will be
non-negotiable. However, the bond holders will be able to get back their
money before due date at par value.

’istisna‘-cum-installment sale A sale agreement in which the prospective
buyer makes a promise to buy specified goods, once they are acquired by
the bank. The bank concludes with the producer of goods an ’istisna*
contract to manufacture the goods according to the buyer’s specifications.
When the goods are manufactured and accepted, they will be sold on
installment basis to the buyer who made the promise. See also two-tier
’istisna‘.

’istisna‘-cum-staggered payment arrangement It is a proposed
arrangement for financing government operations. In case the govern-
ment intends to get some facility like a road or bridge constructed, it can
sub-divide the whole project into distinct phases and contract out the
work on the basis of bai al-istisina ‘. It can then agree to pay for each
completed phase of the work.

al-’itawah  Originally, a due imposed on foreign traders in return for
protection or a tax paid by strangers and all such Arabs whom no alliance
had attached to the Qurashite clans. It was paid in money and did not take
into account the value of the land. In the later usage it became a gross
amount that was paid according to an agreement.
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’itraf  Lit: Living in ease and luxury. 7ech: Ostentatious lifestyle involv-
ing arrogance and waste. It is a mental state in which a consumer treats
others with disdain while he is wasteful in his behaviour. It is distinct

from ’israf, which is merely wasting of resources without mental
arrogance.

J

al-jadha‘h Lit: Young man. Tech: Relating to the law of zakah, it refers
to a she-camel in the fifth year. It is also spoken for a lamb of six months
or more.

jahalah Lit: Ignorance, folly, foolishness. Tech: Doing something with-
out sure knowledge. For example, buying something without knowing its
specifications. There is a fine difference between jahalah and gharar. In
a sales transaction, if a person is unsure whether he would be able to get
the subject of sale or not, it would be a transaction involving gharar. For
example, buying a fish still in water, not being sure if it would be possi-
ble to catch it or not. But if a person buys something lying in the closed
cabinet of the seller, it would be transaction involving jahalah as
the buyer is sure to get the subject of sale but is not sure about its
specifications.

ja’ihah Liz: Calamity, ruin, epidemic, crop damage. Tech: Any calamity or
accident beyond human control that causes loss to life or property. There
are detailed rules for settling various claims arising out of such a situation.

jagir An urdu word. A piece of land donated to a person by the state. The
owner enjoys absolute rights on the land as a feudal lord. The jagir is
generally perceived as an institution of exploitation. The Islamic concept
is, however, different. The Arabic equivalent is al- 'igta ‘. The donation, in
the Islamic state, must be in consideration for significant national serv-
ice by the donee and the donation must be subject to the laws of the state.
By injunctions on other aspects of land tenancy system, possibilities of
exploitation have also been minimized. See also al-’iqta‘.
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al-jahbadh Financial administrator in the ‘Abbasid period (AD 750-945)
responsible for maintaining prescribed standards of fineness and quality
of gold content and equivalence of various currencies. He used to be the
head of a department called diwan al-jahbadhah. He acted like an
authorized banker to collect state revenues. He used to prepare and sub-
mit periodical statements to the government. Usually the jahbadh was a
commercial magnate (#djir) who owned capital of his own and was able
to advance money to the government when the treasury needed it. In
some cases, the sahib bait al-mal and jahbadh were one and the same
person.

jalab Lit: Imports. Tech: Relating to the law of zakah, it refers to the
tax-collector’s encampment at a particular place and his orders to the
tax-payers to bring their cattle and agricultural produce to his place.

jami‘ah Lit: An association or a group. Tech.: An association of persons
got together with the purpose of pooling savings and financing the needs
of the members on a rotational basis. It is popular in various countries
under different names. In Egypt, it is called jami‘ah. A typical jami‘ah
operates on an annual basis and its members turn over a given sum every
month to the administrator of the association. The pooled sum is paid to
one member on an agreed sequence basis. Thus, the earlier ones get
interest-free finance while the later ones are able to make forced savings.

janab Lit: Avoid. Tech: Relating to the law of zakah, it refers to act of
avoiding the tax-collector by taking away the cattle from its usual location.

al-jar al-janb Liz: An adjoining neighbour. Tech: Relating to the law of
preemption, the lateral owner of an adjoining property (the adjacent
neighbour), not belonging to the family. He is a last preemptor in order
of priority.

al-jarib Lit: A patch of arable land. 7ech: A measure of length and
weight. One jarib is equal to 1366.0416m?. As a measure of weight, it is
equal to 48 sa ‘. According to Hanafi jurists it is equal to 156.552kg or
161.3761. But according to other jurists it is equal to 104.256kg or
131.904 1.
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jaridah Lit: Newspaper, journal. Tech: A primary book of accounting record
prevalent in early Islamic history. It is possible that the term ‘journal’ used
by the Italian originator of the present-day book-keeping Niccoli Pacioli
or ‘zonal’ as it was called in Venice could be a literal translation of the
Arabic word jaridah. It was a specialized journal and there were quite a
few of these journals for specific purposes. During the ‘Abbasids period
(AD 750-945), 12 specialized accounting books were used. Some of the
more famous were: (i) jaridah al-nafagat or expenditure journal;
(ii) jaridah al-mal or funds journal; and (iii) jaridah al-musadarin or
journal of confiscated properties.

al-jawali Poll-tax imposed upon groups of people who had emigrated
from their lands and had taken abode in towns. It also refers to tax upon
other unsettled people.

al-ji‘alah (al-ja‘alah or al-ju‘alah) Lit: Stipulated price for performing
any service. Tech: Undertaking to pay specified fee or compensation for
getting a specified service. It involves ja il or employer who pays the fee
or wage and an ‘amil who performs the service according to the contract.
Islamic banks in Iran have started transactions in ji ‘alah either as ‘amiliin
or as ja ‘ilin. In the former case, the banks stipulate that they can get a
job done from others under a secondary ji alah, but the ultimate respon-
sibility remains that of the bank. There are provisions for advance receipt
of fee or commission.

ji‘alah certificates Proposed financial instrument for government and pri-
vate sector. The certificates may be issued by a government body or by a
private sector firm and used for the provision of services to the issuing
agency against deferred payment. The certificate holders’ income will be
the difference between the face value of the certificate and the cost of the
service provided to the certificate issuing agency. The certificate holders
may use these certificates to purchase goods and services from third
parties. Thus, a secondary market of these certificates may emerge.

al-jibayah A comprehensive term expressing all types of taxes.

al-jizyah Al-jizyah is mentioned in the Qur’an (9: 29). The word comes
from the Arabic root jaza, meaning, to compensate. In this case, it is
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a compensation for the security and protection that the non-Muslims
have in the Islamic state without fighting for the defense of the country.
Historically, the non-Muslims had to pay the jizyah on two grounds:
for their exemption from the obligation to fight Muslim wars and for
exemption from zakah. Conversion of a person to Islam freed him from
obligation to pay the jizyah but subjected him fo jihdad and zakah. There
were different practices and rates in relation to jizyah determined in the
light of the treaty with the non-Muslims or the way they became subjects
of the Islamic state. It is evident from ahadith that originally, the rates of
Jizyah were considerably lower than zakah on the Muslims. Women, chil-
dren, old people, the poor, disabled and religious leaders were exempt.
Similarly, those non-Muslims who opted to serve in the Muslim army
were also exempt. Where the jizyah was levied as a fixed amount, the
terms khardj and jizyah were undifferentiated. But as soon as kharaj
came to mean land tax and stood in place of ‘ushr, jizyah was levied in
addition and this represented a tax in lieu of jihdd. In the former case, the
khardj meant jizyah in general, but in the latter case, the kharaj simply
meant land tax; that is to say, that portion of the jizyah which was called
kharaj or the assessment on the produce of the land. Kharaj was levied
according to the type of land. For example, in Sawad there were three
categories of land tax or kharaj: (i) land tax based on the measured
acreage (al-khardj ala masdahah al-"ard); (ii) the land tax based on a per-
centage of the yearly harvest (al-kharaj ‘ala al-mugasamah); and (iii) the
fixed amount of money (al-kharaj ‘ala muqa‘tah).

joint investment account A type of investment deposit accepted by some
Islamic banks. These account holders deposit cash with the intention of
sharing in profit or loss of the bank arising from the investment of these
funds. A joint investment account could be a saving account, notice account
or a fixed term account. Each category of the joint investment account has
a different weightage system for calculating profit or loss. Profit or loss
relating to activities financed from joint investment account funds is
accounted for separately from other activities of the bank. The most promi-
nent practitioner of this type of deposit accounts is Jordan Islamic Bank.

Jordan Islamic Bank for Finance and Investment Incorporated on 28
November 1978. Paid-up capital, JD 6 million.

al-ju‘alah An alternate term for al-ji‘alah.
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al-ju‘l Lit: Pay, wages. Tech: Historically, financial levy on Muslims who
stayed away from war. The funds thus raised were used to equip those
who went on military service. In the days of caliph ‘Umar 1, sometimes,
married people were taxed to equip the bachelors for war.

just price See fair price.

al-juzaf Lit: Purchasing a certain quantity of thing. 7ech: Sale transaction
of an article without weight, measure or count.

K

al-kafaf Lit: Sufficiency. Tech: The standard of living that provides
subsistence and honour in a Muslim society.

al-kafalah Liz: Surety, bail, guarantee. Tech: A contract of surety in which
a person adds to his responsibility or liability on behalf of another
person in respect of a demand for something.

al-kafalah bil darak Providing surety to the buyer for the delivery of a
commodity according to specifications. It also refers to performance
bond in a contract.

al-kafalah bil mal Providing surety for the payment of price of a com-
modity bought on credit by another person.

al-kafalah bil taslim Providing surety for returning a rented asset in
proper condition on termination of the lease contract.

kafalatul ‘awam Lit: Security of people, sponsorship for people. Tech:
Relating to functions of the Islamic state, it is an important responsibility
of the state to ensure for everyone at least those necessities which are
essential for the survival and maintenance of human life. It includes food,
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shelter, dress and medical aid. But the list will vary according to the
socioeconomic conditions of the state. The responsibility of the state
does not, however, mean provision of these necessities to all citizens
except that the state will assist only those who are in need of help due to
some physical, social or economic handicap.

kaffarah (pl. kaffaraf) Lit: Expiation of sins. 7ech: Obligations prescribed
by the shari ‘ah for various sins. These obligations are to be discharged, in
some cases, by spending money on needy persons.

al-kailjah A measure of weight equivalent to 0.5sa@‘. According to
Hanafites it is equal to 1.6801kg or 1.631kg, whereas according to oth-
ersitis 1.3741kg and 1.086 kg.

al-kala’ Lit: Grass, herbage, pasture. Tech: It is one of the three things,
along with water and fire, which the Prophet explicitly declared as
public property and prohibited its monopoly in any form.

al-kalalah Relating to the law of inheritance, a/-kalalah is a person who
has neither parents nor children. His wealth is inherited by brothers and
sisters in given ratios (Qur’an 4: 176).

al-kali Debt whose repayment is postponed. See also bai‘ al-kali’ bil kalr’.

al-kanz Lit: A treasure trove. Tech: Wealth on which zakah has not been
paid. It also refers to unproductive or idle wealth even though zakah has
been paid on it.

kara’im al-’amwal Relating to the law of zakah, it refers to the best
animals in a flock.

kasad Lit: Obsolescence; non-prevalence of a thing due to lack of general
interest. Tech: Non-use of a currency by the general public or obsolescence
of a currency due to hyperinflation.
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al-kasib Lit: Winner, earner, provider. 7ech: One who makes a living by
physical or mental labour. Mostly, the term is used for the self-employed
and the business people. It is distinct from al-ajir who ‘sells’ his labour
to someone else.

al-katib  Lis: Relating to the law of zakah, one who acts as scribe or clerk
to the zakah-collector. He is included in the category of al- ‘amiliin and
is paid out of zakah funds.

al-kayyal Tech: Relating to the law of zakah, the person who measures
the zakah collected in kind. He is included in the category of al- ‘amiliin
and is paid out of zakah funds.

al-kaza’im Relating to the law of ‘ushr, it refers to such natural water-
courses as rivulets, canals and streams.

al-khafarah See al-talji’ah.

al-khabalah Lit: Fraud in trade. As a general rule, all cheating and
misrepresentation in trade is unlawful in the shari ‘ah.

khalaf Lit: Substitute, succession. Tech: Relating to the law of owner-
ship, it refers to securing or taking possession of things through succes-
sion under the law of inheritance.

al-khalit Lit: Mixed, blended. Tech: A partner of a business whose assets
cannot be distinctly identified from those of other partners. It contrasts
with the sharik, whose assets can be identified distinctly. Also, relating
to the law of zakah, it refers to livestock (al-mashiyah) owned by two or
more partners where it is not specified which animal belongs to whom.

khalt mal Lit: Combining of property. Tech: In the law of shirkah, a
situation in which partners join the business by combining their wealth
or in the case of mudarabah, the entrepreneur combines his own business
capital with the capital of the rabb al-mal.
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al-kharaj Land tax that is levied by the state on the state-owned lands
whether the cultivator is a lease-holder or a permanent tenant. The rates
can be different in different times. A/-kharaj is payable only once in a
year, irrespective of the number of crops, except in the case of kharaj
al-muqgdasamah where it is assessed on each crop. See also al-jizyah.

al-kharaj bil daman The right to derive benefit from a property if one
assumes the responsibility for its maintenance. It states the principle of
the Islamic jurisprudence that the yield from an asset is for the one who
is liable for that asset and one who does not bear the liability has no claim
to the yield. For example, if a person buys a house and then rents it out,
but subsequently notices a defect in the house and returns the house to
the seller, the seller has no claim on the rent during the period the house
remained with the buyer.

kharaj al-jizyah See al-jizyah.

kharaj al-muqasamah Land revenue fixed as a percentage of the actual
produce of the land as contrary to al-kharaj al-muwazzafah, which is
fixed in terms of cash.

kharaj al-muqati‘ah The amount of kharaj fixed as a lump sum to be
paid by the vanquished enemy as a result of an agreement. This is in con-
trast to al-kharaj al-mugasamah and al-kharaj al-muwazzafah, which are
related to the land and its produce.

kharaj al-muwazzafah Land revenue fixed by the state in terms of cash
as contrary to al-kharaj al-muqasamah, which is equal to a certain share
of the produce of the land.

kharaj al-wazifah A fixed amount (dirhams or dinars) that is assessed
upon the land as tax. Also known as al-kharaj al-muwazzafah.

kharaj al-zar* Rent of land, especially from fiefs (‘igfa‘) donated to
someone.
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al-kharis Relating to the administration of ‘ushr; the government official
deputed to assess the yield of fruit-trees and crops for levying the ‘ushr.

al-khars Assessment of a crop still in growth. Also applied to a sale
transaction when the commodity sold is not weighed, measured or
counted but is merely assessed by a guess.

Khartoum stock exchange First Islamic stock exchange, established in
1995 in the Sudan. According to its enabling law, it deals only in shares,
bonds, leasing contracts, and those commercial and financial papers
whose return is Islamically acceptable, that is, not based on interest. It
could trade only on spot basis and with full values paid. Futures trading
is not allowed. All public limited companies, banks and insurance
companies are its members by law.

al-khatam al-jami‘ah Pertaining to the fiscal administration of the
‘Abbasids (AD 750-945), it referred to the annual statement of accounts.
It gave information about the revenues, expenditure and surplus, very
much similar to the present-day annual income statement.

al-khatamah Pertaining to the fiscal administration of the ‘Abbasids
(AD 750-945), it was a book that contained record of the tax collected,
financial totals, items of expenditure and receipts. The treasury officer
(al- jahbadh) used to present it just as if he were putting ‘his seal’ on the
month by its presentation (and thus the name al-khatamah).
Alternatively, the name al-khatamah referred to the fact that the treasury
officer had put his seal on the document as an evidence of its being
correct and valid. It seems that the al-khatamah was somewhat similar to
the present day statement of income and expenditure.

al-khatt Lit: Bond or bill of exchange. Tech: The term was in vogue during
the Muslim history. It was an important banking instrument during the
medieval times.

khatt al-saraf A credit instrument of medieval Spain comparable to
cheques of the modern-day banks.
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al-khazin See bait al-mal.

khazzan A category of merchants in al-Andalus of the eleventh century,
who stocked goods when the prices were low for later resale when the
prices rose.

al-khibr See al-mukhabarah.

al-khitmah An accounting report prepared during the ‘Abbasids period
(AD 750-945) by the government accounts department at the end of each
month, very much like a monthly trial balance of the present day.

al-khitmah al-jami‘ah A comprehensive accounting report prepared by
the accounts department of the ‘Abbasids caliphate (AD 750-945). It was
an annual report.

al-khiyanah Liz: Faithlessness, breach of faith, deception. Tech: It is an
important characteristic of the hypocrites and the Muslims are to be
distinguished from non-Muslims by their complete abstinence from
khiyanah. 1t is opposite of 'amanah (honest dealing). In economics,
khiyanah refers to all sorts of cheating whether at micro or at macro
level.

al-khiyar Lit: Option. Tech: A term used to express an option to rescind
a contract of sales by either party within a certain period after the con-
clusion of a bargain. Its main types are: khiyar al-shart, conditional
option, where one of the parties stipulates certain conditions, failing to
meet which would grant a right to the stipulating party an option to
rescind the contact. Khiyar al-‘aib, the option to rescind the contract on
discovery of a defect in the subject of sale. Khiyar al-ru ‘yah, option of
rejecting the thing purchased after seeing it. Khiyar al-t ‘ayin, where a
person having purchased two or three things of the same kind, stipulates
a period to make his selection. Khiyar al-majlis, the condition of with-
drawing from the contract while the two parties are still at the place of
transaction. Khiyar al-naqd, where the seller has the option to cancel the
contract if the buyer does not pay cash up to a certain agreed date. Khiyar
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al-ghubn, the option of the buyer to cancel the contract if the seller
has sold it at a price higher than what an independent evaluator evaluates.
Khiyar kashf al-hal, the buyer’s option to cancel the contract on knowing
specifications of the product where a product is sold without specifica-
tions. Khiyar al-qabiil, the option to accept or reject a proposal, in
a contract of sale, before the proposal is accepted, the option is surren-
dered by giving acceptance to the proposal. Khiyar al-taghrir, option to
rescind the contract if the seller perpetrates a fraud causing loss to the
buyer.

khiyar al-‘aib See al-khiyar.

khiyar al-faskh The right of the buyer and the seller to confirm, cancel
or rescind a contract of sale.

khiyar al-ghubn See al-khiyar.

khiyar kashf al-hal See al-khiyar.

khiyar al-majlis See al-khiyar.

khiyar al-naqd See al-khiyar.

khiyar al-qabiil See al-khiyar.

khiyar al-ru’yah See al-khiyar.

khiyar al-shart See al-khiyar.

khiyar al-tadlis An alternate term for khiyar al-taghrir. See al-khiyar.
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khiyar tafarruq al-safaq Lit: Option to divide the contract. Tech: The
right of the buyer to reject part of the contract of sale due to defect in
some of the goods, irrespective of cause of the defect.

khiyar al-taghrir See al-khiyar.

khiyar al-tarwiyah Lit: Option to consider. Tech: The option of a buyer
to rescind a contract of sale after some consideration.

khiyar al-t‘ayin See al-khiyar.

khizanah al-mal An alternate term for bait al-mal, mostly applied in
Muslim Spain.

al-khultah An alternate term for al-shirkah. In this partnership, every
partner contributes his respective capital and one of the partners works
individually or they amalgamate their capitals and work together.
Division of profit is on the basis of capital and work.

al-khumus (al-khums) Lit: One-fifth. Tech: It has come to be known as
one-fifth share of the state from the booty. In the early days of Islam, it
used to be one of the major sources of public revenue.

khumus al-khumus One-fifth of the khumus or 1/25th of the entire
booty. The Prophet divided the khumus into five shares: Allah and His
Prophet, relatives of the Prophet, orphans, the poor and the needy and
travellers. The khumus al-khumus refers to the share of the Prophet in
the one-fifth booty accruing to the state.

kira> al-’ard Lit: Rent of land. Tech: Lease of land against wheat,
whether produced on this land or procured otherwise by the tenant. This
was in vogue in the pre-Islamic Arabia. It became a source of public
revenue in later periods as a return from the public lands.
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al-Kis al-wahid Lit: Single purse. Tech: Relating to partnership business,
most probably the usage owes its origin to the single purse of money that
the partners used to operate.

al-kurr A measure for wheat employed in Iraq (tenth and eleventh cen-
turies AD) equivalent to 720sa‘ or 12 wasgs. According to Hanafites, it
is equivalent to 2348.28 kg or 2420.64 litres, while according to other
jurists it is equivalent to 1563.84 kg or 1978.56 litres.

al-kurr al-mu‘addal Most commonly used measure of wheat in Iraq
(tenth and eleventh centuries AD), equivalent to 7200 ratls.

al-kurr al-qanqal A wheat measure employed in Iraq (tenth and eleventh
centuries AD) equivalent to 3000 ratls.

kushufiyah See ’iltizam.

Kuwait Finance House Established by the government of Kuwait on
23 March 1977, it started its operations on 31 August 1978 with
49 per cent shares held by the government and 51 per cent by private
individuals. It has 17 branches. Its total share capital at the end of 1998
was KD 53.584 million. Kuwait Finance House is engaged in banking,
insurance, real estate, share dealings and general trade. It also undertakes
social operations, such as distribution of zakah, building of schools,
mosques and clinics and provides interest-free loans (qard hasan) in
certain cases.

L

l1a khalaba Lit: There will be no cheating in the bargain. Tech: If a buyer
utters these words at the time of buying he gets a right to revoke the
contract if subsequently he proves that he has been cheated.
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leasing certificate An Islamic financial instrument. The certificate is
offered by Islamic banks to savers when the latter want to invest their
funds in lease operations.

lease-cum-equity financing It is a technique followed by some Islamic
banks for financing large industrial projects. According to this technique
the client gets long-term finance initially in the form of leased assets
such as land, building, machinery, equipment, etc. During this period, the
client pays rent of these assets to the Islamic banks. After construction,
the bank’s investment in these assets is converted into equity capital of
the company.

lending ratio The ratio of funds set aside for interest-free loans from out
of demand deposits in an Islamic bank.

limited period investment deposits A type of investment deposit
account practiced by some Islamic banks, such as Bahrain Islamic Bank
and Kuwait Finance House. The banks accept deposits under this scheme
for a specified period which is mutually agreed by the banks and the
clients. The contract terminates at the end of the period but calculation of
profit or loss is done at the end of the financial year of the bank.

al-luqatah Lit: Anything found lying on the way. Tech: Property that
a person finds lying unclaimed, whose owner is not known, and he
picks it up for the purpose of preserving it in the manner of a trust for
sometime.

M

ma’ al-bahr Water of the ocean to which every person has an equal right.

al-ma’ al-‘idd Liz: Water that gushes forth by itself. 7ech: Relating to the
law of igta‘, a place that contains a source of water gushing forth naturally
and being accessible to common people. It cannot be donated as “igta‘ to
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anyone. The Prophet withdrew on this plea from one of his companions
salt layers of Ma'arib after granting them as ‘igta".

ma’ al-kharaj Water of canals dug by non-Muslims but now within the
Muslim territory. Land irrigated by this water is subject to kharaj.

ma’ al-nahr The water of large rivers from which every person has an
equal right to drink and also conditional right to irrigate his lands.

ma’ al-shurb The water used for irrigating land. A person is entitled to
dig a canal from the river to irrigate his lands, provided it is not detri-
mental to the interests of others. In case of dispute, there are explicit
guidelines for courts to adjudicate.

ma’ al-‘ushr The water of wells, springs, streams, rivers and rainfall.
Lands irrigated by water of such natural sources are subject to ‘ushr.

al-madhrii‘at Things that are estimated by linear measurement, such as
a yard of cloth.

al-ma’dhiin The slave whose owner has granted him permission to
engage in trade.

al-madi Lit: A dry measure. Tech: One madi is equal to 22.5sa’.
According to Hanafites, one mad1i is equal to 73.384 kg or 75.645 litres,
while other jurists consider it equal to 48.870kg or 61.83 litres.

al-ma‘adin al-batin The mineral deposits that are hidden in the earth and
their excavation requires much labour such as gold, silver, oil, gas, etc.

al-ma‘adin al-zahir The mineral deposits, such as salt, graphite, etc.,
which are on the surface of the earth and do not involve much labour in
excavation.
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maghribl dinar Dinars minted by the Fatimids (AD 969-1171) in Egypt
and in Syria.

al-mahmil Lit: Something carried. Tech: In the ‘Abbasid period
(AD 750-945), taxes collected from the provinces and carried to the central
treasury as against musabbab, which denoted taxes assigned to the
provinces or to certain claimants against central treasury.

al-mahriim Lit: Deprived, bereaved. Tech: A poor man who does not
have means of sustenance and requires help for personal maintenance.
The Qur’an speaks of the share of the mahriim in the wealth of the rich.

al-maisir Lit: An ancient Arabian game of chance played with arrows
without heads and feathering for stakes of slaughtered and quartered
camels. 7ech: It came to be identified for all types of gambling.

majalis al-’asl See diwan and diwan al-kharaj.

majalis al-hawadith See diwan al-nafaqat.

majalis al-hisab See diwan al-kharaj.

majalis al-’inzal See diwan al-nafaqat.

majalis al-jaish See diwan al-kharaj.

majalis al-jar1 See diwan al-nafaqat.

majalis al-sudan See diwan al-kharaj.

majalis al-tafsil See diwan al-kharaj.
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al-makhzan Public treasury in fourteenth century Muslim Spain.

al-makilat Things that were ordinarily sold by measurement of capacity,
such as wheat and barley. See also al-mauziinat.

al-makkilk A measure equivalent to 1.5sa°. According to Hanafites, it
is equivalent to 4.892kg or 5.043 litres, while other jurists consider it
equivalent to 3.258 kg or 4.122 litres.

al-maks Tax, more particularly excise or sales tax. See also sahib
al-maks.

al-mal (pl. al-’amwal) Lit: Wealth. Tech: Something that can be hoarded
or secured for use at the time of need. There are three attributes of al-mal:
that it must have some value, that it must be a thing the benefit of which
is permitted under the Islamic law and that it must be possessed. It is
of two kinds in respect of form: al-mal al-batin (hidden) and al-mal
al-zahir (apparent). But in respect of ownership it is classified into
al-mal al-‘ammah (which has no specific owner) and al-mal al-khassah
(which is owned by someone).

al-mal al-‘ain Relating to the law of zakdah, it denotes an asset.

al-mal al-batin Lit: Non-apparent wealth. 7ech: The wealth that cannot
be assessed or inspected by the zakah collector on the basis of any exter-
nal evidence except that the owner chooses to disclose it. It includes,
primarily, ornaments and cash holdings, etc.

mal dimar Relating to the law of zakah, it is a property that has slipped
out of one’s hands with little chance of recovery, such as a lost slave;
property fallen into sea or river; property usurped by someone when the
real owner does not have evidence to prove its ownership. It also applies
to all such property for which the owner despite possessing the title can-
not derive benefit out of it or does not have actual possession or control
of the property.
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al-mal al-gha’ib Liz: Absent cash, capital not immediately available for
use. Tech: Relating to the law of shirkah al-mufawadah, no partnership
can be valid with al-mal al-gha’ib. Al-mal al-hadir (ready cash) is a
necessary condition for a lawful partnership agreement.

al-mal al-hadir Lit: Ready cash. See al-mal al-gha’ib.

mal al-jahbadhah The commission or pay of the jahbadh for various
functions performed by him. They were charged to the public (by col-
lecting excessive taxes) or to the government by deducting from the tax
proceeds.

al-mal al-kathir Lit: A large amount of wealth. Tech: The quantity of
wealth on which zakah is levied.

al-mal al-khas The movable or immovable assets owned by a specified
person, giving the owner an absolute right to use or dispose it off in any
manner by himself or through an attorney and the theft of which entails
hand-chopping of the thief, subject to other applicable conditions. It is as
compared to al-mal al-‘ammah, which belongs to the Muslim commu-
nity as a whole and is not owned by any specific person, such as bait
al-mal al-muslimin.

al-mal al-mustafad Relating to the law of zakah, the property which was
not in one’s possession in the beginning of the assessment year but came
into one’s possession during the year. Examples are monthly salary,
wages, bonus, gratis receipts, etc. There is a controversy in the law about
applicability of zakah on it.

al-mal al-mutaqgawwam Wealth that has a commercial value. It is possi-
ble that certain wealth has no commercial value for the Muslims (ghair
mutagawwam) but is valuable for the non-Muslims. Examples are wine
and pork.

mal nami  Relating to law of zakah, refers to capital that is growing or has
the potential to grow. Zakah is payable on mal nami. It is represented by
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net assets that have been owned for one lunar year for the purpose of
profit as decreased by the related obligation (free of debt) measured by
the net realizable value or the replacement cost method. It is calculated
as follows. New working capital (+) short-term debts used to: (i) finance
fixed assets; (ii) pay off long-term debt; or (iii) reduce capital stock;
minus (—) long-term debts used to finance short-term assets (trade
assets).

mal al-qunyah Liz: Acquisition, property. Tech: Wealth that one holds for
personal consumption rather than for trade.

al-mal al-samit Relating to the law of zakah, goods lying dormant such
as in the ownership of an orphan.

al-mal al-zahir Lit: Apparent wealth. Tech: The type of wealth that can
be inspected, examined and assessed by the zakah collector. Examples
are: livestock, agricultural produce, stock-in-trade and minerals.

al-ma‘liifah Relating to the law of zakah, the cattle that are fed at the
stable of the owner.

malikane A system of revenue collection introduced by Ottoman Sultan
Mustafa (1695-1703) in the year 1695 by replacing the system of 'iltizam
(tax farming). Malikane was a life-lease over land granted by the state on
the payment of an initial down payment (al-mal al-mu ‘jjal) followed by
a yearly minimal payment (a/-mal al-mu ’jjal). The state determined the
minimum amount that it would accept for a tax-farm, the sum required
was then advertised to potential bidders. The highest bidder was called
the malikaneci. Although the holder of a malikane enjoyed the right of
tenancy for life, upon his death this right reverted to the state, which indi-
cated provisional nature of the malikane as a lease from the government.
The possessor of a malikane had the right to cede the farm to his male
heirs on payment of a transfer fee to the government. However, the tax-
farmer had the right to sub-tax-farm his right. In this way the original
malikaneci usually became an absentee landlord. The task of managing
the tax-farm was usually left to an agent who was chosen by the official
farmer by public auction. Into this situation came the sarraf who helped
the malikaneci succeed in initial auctions as well as in choosing the
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agent. The system worked well till 1775 when it could not sustain itself
with the defeat of the Ottomans at the hands of the Russians.

malikaneci See malikane.

al-manihah Donation of a property with the permission to derive benefit
from its yield without transferring the ownership to the donee. Examples
are: donating a date-palm tree with permission to eat the fruit or donat-
ing a cow with permission to drink its milk. The property in question
remains in the ownership of the donor. It is an important value of the
Islamic economy.

al-manfa‘h Lit: Advantage, yield. Tech: Relating to the institution of
wagqf, it is usufruct of the trust for the beneficiaries. In case of fai ' lands,
that were a trust of the Muslims, the peasants were entitled to the
manfa’h of the lands on payment of rent (kharday).

al-mann A measure equivalent to 2 ratl ‘Iraqi or 815.39 g.

mann al-jubn wal ‘asl A measure of weight in Makkah of the Mamluk
period (AD 1250-1517) to measure cheese and honey. Equal to 432
dirhams or 1.35kg.

mann al-lahm A measure of weight used in the Mamlik period
(AD 1250-1517) in Makkah to measure meat and other fatty stuffs. Equal
to 400 dirhams or 1.25kg.

mann al-saman A measure of weight used in Makkah of the Mamluk
period (AD 1250-1517) to measure olive oil, sesame oil and vinegar.
Equal to 800 dirhams or 2.5kg.

mann al-Yaman A measure of weight used in the Makkah of Mamluk
period (AD 1250—-1517). Equal to 320 dirham or 1.0kg.
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mannan Lit: Beneficent, kind. 7ech: Relating to ’infag, one who recounts
his charity and teases the recipient by it.

magqasid al-shari‘ah  Lit: Objectives of the shari‘ah. Tech: 1t refers to the
protection of life, religion, reason (‘aql), progeny and property. These
objectives also define basic needs in an Islamic economy. See also
al-daruriyat al-khams.

al-m‘aqil Lir: Blood money. 7Tech: Mutual insurance ‘societies’ of pre-
Islamic Arabia constituted to collect a common fund known as al-kanz to
insure against damages and tort. If and when a member of the group com-
mitted a tort and had to pay damages, this common fund came to his
rescue. For instance, the damages for culpable homicide were one hundred
camels. Few individuals could pay it. In such cases, kanz of the tribe was
employed to pay for the damages. The members of the tribe were known as
‘dqilah. The Prophet retained this practice. See also al-‘aqilah.

al-marhalah A measure of distance equivalent to 2 barid, 8 farasikh or
44.352 km.

mark-down A financing technique adopted by some Islamic banks,
applied usually for discounting bills of exchange. A person who needs
short-term financing against a bill, gets cash after foregoing a certain
amount on the face value. The amount foregone is called mark-down.

mark-up A financing technique adopted by some Islamic banks. It is an
agreement in which the bank agrees to finance the purchase of equip-
ment or some commodity for its client at a price that includes a fixed pre-
agreed profit for the bank. The pre-fixed margin of the bank is called
mark-up. If the client does not meet his obligation on due date, the bank
cannot add anything to this mark-up. It is treated as a component of the
price and cannot be enhanced subsequently by the bank.

al-masarif al-thamaniyah Eight heads of expenditure mentioned in the
Qur’an about zakah. They are: fuqara’, masakin, zakah-collectors, those



124 al-masarif al-thamaniyah

whose hearts have been reconciled, freeing of slaves, helping the poor
debtors, fi sabil Allah (in the cause of Allah) and the wayfarers (ibn
al-sabil) (Qur’an 9: 60). By a consensus of the ‘Ummah, zakah cannot
be spent on any other head besides these.

al-mashiyah Relating to the law of zakdah, it refers to cattle subject to zakah.

masih (a for alif) Lit: A person who measures. Tech: A surveyor of land
in the days of ‘Abbasids (AD 750-945) for assessing the tax liability of
each individual. See also qaniin al-kharaj.

al-maslahah Liz: Utility, benefit. Tech: Exigencies which necessitate pro-
tection of faith, life, progeny, property and rationality. A/-maslahah is the
basic consideration in the formulation of law in Islam. Those acts or
omissions that cause harm to any of the above named five masalih are
known as al-mafasid and enactment against them becomes obligatory in
the Islamic state.

al-mata‘ It has a number of usages all of which are relevant to Islamic
economics: enjoyment, object of delight, necessities of life, property,
merchandise, household effects. The Qur’an refers to worldly possessions
that are available for a very short span of time as compared to the pleas-
ures of the hereafter, which are everlasting. The Qur’an uses al-mata’ to
denote insignificance of this world as compared to the life after death.
(Qur’an 3: 14, 3: 185, 3: 197, 4: 77, 16: 117).

al-ma’iin  Lit: Implements, utensils, instruments. 7ech: Small household
articles that neighbours or friends borrow from each other for temporary
use without any consideration. Lending of ma ‘un is known as ‘ariyah
and has been recommended in the shari ‘ah as a virtuous act.

al-mauziinat Things that are ordinarily sold by measurement of weight,
such as gold or silver. See also al-makilat.

al-mawat See al-’ard al-mawat.
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maximum rate of profit Relating to musharakah financing by banks in
Pakistan, it is the rate above which the banks cannot receive anything as
their share of profit on the finance provided by them. It is determined in
the following manner: (i) averaged-out rate of profits on profit—loss
sharing (PLS) of the longest term deposits paid by various banks; (ii) rate
of service charges determined by the State Bank of Pakistan. Total of
(1) and (ii) above would be the maximum rate of profit.

al-mazalim al-mushtarakah 7ech: Extra-shari‘ah taxes imposed on a
group of people jointly. This practice has been disapproved by jurists.

al-Meezan Investment Bank A Pakistan-based Islamic investment bank.
Registered in August 1997 with an authorized capital of Rs 1.0 billion
and paid capital of Rs 721 million.

al-mil Lit: Mile. Tech: 1t is equal to 4000 dhira°, 1 mile plus 240 yards or
1848 meters.

al-milk Expression of the connection between a man and a thing which is
under one’s absolute power and control to the exclusion of control and
disposition by others. But the milk of individuals or society is regulated
by the shari ‘ah since absolute milk belongs to God.

al-milk al-‘ammah Public property such as roads and large waterways.
They are also called ghair mamliik (not owned) and can be used by an
individual so far as it does not involve navigation or the use does not
deprive the shareholders of their water supply. Likewise, roads must not
be blocked by the erection of buildings.

al-milk al-tamm Liz: Perfect ownership. Tech: Complete and total own-
ership of an asset.

minimum rate of profit Relating to musharakah financing by bankers in
Pakistan, it is the rate below which no financing is provided by the banks,
arrived at in the following manner: (i) Averaged-out rate of profit paid on



126  minimum rate of profit

PLS saving accounts by various banks; (ii) Rate of service charges
determined by the State Bank of Pakistan. Total of (i) and (ii) above
would be the minimum rate of profit.

miri ’aradi  Khardj lands in the Ottoman empire (AD 1281-1924). Also
known as ‘amiri 'arddi, that is, lands belonging to the ‘amir.

al-misahah Lit: Measuring or surveying land, taxing for unit of area.
Tech: Historically, one of the bases for land taxation used to be ‘ala
al-misahah, that is, a tax calculated on the size of land tilled, keeping in
view the location and fertility of the soil. The term was used to express
two related meanings. First, tax assessed on the basis of measurement of
land independent of any fluctuations in the area tilled or crop produced,
assessed for the lunar year and paid, quite frequently, in monthly instal-
ments. Second, land-tax assessed on the basis of area sown, leaving out
fallow and waste land, assessing different rates for different crops, for the
solar year.

al-miskin Used in the law of zakah for a person who has been rendered
helpless or invalid by sickness, old age or war and is either unable to
work or cannot earn enough to maintain himself and his family.

Mit Ghamr saving bank The first Islamic bank in the contemporary
world established in a village of Egypt named Mit Ghamr in 1963. It was
established by Dr Ahmad al-Najjar on the pattern of West German rural
saving socieities. The bank collected savings and provided finance to its
members. The finance was either for consumption purposes but in small
quantities or for investment purposes and on PLS basis. The recovery of
loans by the bank was fairly good. But the Egyptian government had sub-
sidized its operations. During the 5 years of its operations, the govern-
ment subsidies totalled up £E 496 000. The bank was closed in 1968 by
the Egyptian government. All its operations were on interest-free basis.
It also collected zakah and managed it.

al-mithlt  Li#: Fungibles. Tech: The Muslim jurists classify things into two
categories: those whose elements are distinguishable and those whose
elements are indistinguishable. The first category is called mithli. For
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example, different units of wheat, corn or grapes are not distinguishable.
If a person borrows 1 kg of wheat, he must return 1kg of wheat, but it is
not possible precisely to distinguish between the wheat borrowed and the
wheat returned. The two are indistinguishable, or mithli. See al-qimi for
distinguishable things.

al-mithqal A weight for measuring commodities, equivalent to 4.5 g.

al-mithqal bi dhahab A weight to measure gold, equivalent to 4.25 g.

money mudarabah A contract of mudarabah in which the capital owner
provides capital in cash (‘ain).

MSI (Muslim Saving Investment, Inc.) A company incorporated in the
United States, finances home-purchase on rent-sharing basis. It provides
about 80 per cent of the price of the house. In lieu of interest payments,
the borrower pays the MSI a proportionate rent that takes into consider-
ation the property’s appreciation or depreciation due to market valuation.
The borrower can elect to buy out MSI in a scheduled period of 15 years.
During this period, every 3-years the value of the property is evaluated
independently and the proportionate shares of the company and the partner-
owner are determined. The partner-owner is given the option to purchase
the value of the house owned by the company at any time during this
period at the market price.

al-mu’ajarah A contract in which a landlord leases his land to a tenant
for a fixed sum of money or anything else usually paid in advance.

al-mu’akarah An alternate term for al-mu’ajarah.

mu’allafatul quliib Lit: Those whose hearts have been reconciled. Tech:
Used in the context of zakah, one of the eight heads of account on which
it can be spent. In the days of the Prophet, the zakah fund was also
expended on those who could be a potential danger to Islam, or who had
converted to Islam recently and needed economic support or who could
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go back to kuf if not supported financially. All schools of jurisprudence
agree that this head of account is still alive and the Islamic state can
appropriate zakah for it. Those who receive zakah on this account can be
Muslims or non-Muslims, rich or poor, nationals or aliens.

al-mu‘amalah Lit: Economic transaction. Tech: Lease of land or of fruit
trees for money or for a share of the crop.

al-mu‘amalah fi al-thimar An agreement of land tenure in which the
orchard owner gives his fruit trees to a farmer who irrigates the soil with
buckets, by water-wheel or in some other way; fecundates the trees; and
fulfils all the requirements of tillage until the time when the fruit
becomes sound enough to be sold. In exchange, the worker gets one-half,
one-third or one-fourth of the fruit.

mu‘awadah ‘ala al-daman Compensation for providing a guarantee.
A type of contract where a person/agency agrees to act as a guarantor for
a certain thing or person and charges a fee for providing such guarantee.
A common example is a letter of guarantee by a bank for a certain fee
issued in favour of a person or firm, saying, in case the person or the firm
does not fulfil a certain obligation, the bank would do.

al-mu‘awamah Selling the fruit on trees for a period of 1, 2 or 3 years,
even before the fruit has appeared.

mubadalah Lit: Exchange of two commodities. 7ech: Exchange of two
different currencies made of the same metal, like gold or silver by count
and not by weight. If the exchange is by weight, it is called murdatalah.

al-mubadharah Agricultural contract in which seeds and other inputs are
provided by the landlord and the tenant receives a mere sixth or seventh
part of the produce for his labour.

mubah Permissible; an action for which people will neither be rewarded
nor punished.
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mubah al-’asl In Islamic law, free gift of nature not owned by anybody or
anything which is free to be used by public.

mubah ‘umimi Things and advantages that are open to everyone and
cannot be exclusively appropriated by anyone. Examples are air, light,
fire, grass, seawater, rivers, streams, public roads and grazing fields for
the cattle.

mudaf See ’iltizam.

al-mudarabah A form of business contract in which one party contributes
capital and the other personal effort. The financier is known as rabb
al-mal and the worker or entrepreneur as mudarib. The proportionate
share in profit is determined by mutual consent. But the loss is borne only
by the owner of the capital, in which case the entrepreneur gets nothing
for his labour. As a financing technique adopted by Islamic banks, it is a
contract in which all the capital is provided by the Islamic bank while the
business is managed by the other party. The profit is shared in pre-agreed
ratios, and loss, if any, unless caused by the negligence or violation of the
terms of the contract by the mudarib, is borne by the Islamic bank.
Ultimately, the bank passes on the loss to the depositors.

mudarabah certificate A financial instrument devised by Islamic invest-
ment companies to mobilize funds for investment. A mudarabah certificate
can be for a specific purpose or for a general purpose. The former is related
to financing of specific projects and matures only on the completion of the
project. The latter can have a specific or indefinite duration but proceeds
can be invested in any /alal business. Both the types can be issued in nego-
tiable form and can be either registered or bearer. The mudarabah certifi-
cates can be distributed in an underwriting or sales effort for a fixed term
or can be continuously available or be available on a periodic basis.

mudarabah market See qirad market.

mudarabah model Based on the concept of two-tier mudarabah, refers
to the model of Islamic banking proposed by several scholars in early
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seventies. The first tier of the mudarabah is between the bank and the
depositors who agree to put their money in the bank’s investment account
and share profits with it. In this case, the depositors are considered to be
providers of capital and bank functions as the working partner. In the sec-
ond tier, the bank provides funds to entrepreneurs who act as working
partners and the bank acts as the provider of funds. The loss is the liabil-
ity of the bank while the profit is shared by the entrepreneurs and
the bank.

al-mudarabah al-mutlagah Lit: Unconditional mudarabah. Tech:
A contact of mudarabah that does not bind the entrepreneur about the
place, time, season, commodities, credit or techniques of trade. These
matters are left to the option of the entrepreneur. The mudarabah contract
defines merely the profit-sharing ratio.

al-mudarabah al-muqayyadah Lit: Conditional mudarabah. Tech:
A contract of mudarabah in which certain conditions like place, season,
commodities, credit and techniques of trade are stipulated by the
provider of the capital (rabb al-mal).

mudarabah shares Normally issued by the state, they are instruments for
obtaining funds from the private sector on the basis of mudarabah. The state
issues a share certificate, indicating the price, the period and the terms of
the contract. The funds thus collected are invested in some profit-yielding
project so that the state can share profit or loss with the public.

al-mudarib In a mudarabah contract, the person who acts as a working
partner or entrepreneur. See also sahib al-mal and rabb al-mal.

mudarib udarib principle In a contract of mudarabah, an arrangement
by which the entrepreneur (mudarib) appoints another agent who actu-
ally runs the business. The Islamic banks apply this principle extensively
when they provide finance on the basis of mudarabah.

al-mudd Liz: A weight or measure. 7ech: According to Hanafites, it is
equivalent to 2 ratls, 1.032litres or 815.39 g. According to other jurists
it is equivalent to 1.33 ratls, 0.687 litres or 543 g.
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mudd shari® The mudd prevalent in the days of the Prophet Muhammad.
The jurists of later days used it to translate the equivalent of their own
respective times into the measure of the Prophet’s time to determine
nisab of zakah, diyah, fitrah and other religious levies.

al-muddakhar Lif: Something that can be stored. 7ech: Relating to riba
al-fadl, the Malikite jurists apply the concept of riba al-fadl to items which
are both mugtat (quality of being a food item) and muddakhar (storable).

al-mufawadah See shirkah al-mufawadah.

al-mugharasah Lit: A contract for planting trees. Tech: A contract in
which a landlord gives his bare land to a worker to plant fruit trees. It
may be done in two lawful ways. First, the landlord bears all expenses of
transplantation of twigs, fixtures, date stones and pruning of branches
and twigs; he hires a worker/tenant to plant trees and to work and irrigate
them for a certain fixed period until the plant yields fruit. In exchange
for this work, he gets a fixed definitely known wage or a certain piece of
that land, that is, he becomes co-owner of the trees. Second, the tenant is
made responsible for all these expenses including plantation of the fruit
trees, its mending, irrigation, etc., and in exchange he obtains a certain
stipulated share such as one-half, one-third, one-fourth, or more or less
of the fruit crop. In that case, the worker does not have any right over the
land. The period for this tenancy is not fixed and all other terms and con-
ditions of the contract of muzar ‘ah apply in this tenure.

al-muhaqalah It denotes a deal involving lease of land against corn or buy-
ing of a crop still in growth when grains are in the ears in exchange for corn.

al-muhtajir One who fences a dead land for the purpose of developing it.

al-muhtakir One who hoards commodities (especially food grains) with
the intention of causing a shortage in the market and pushing up the price.

al-muhtasib Head of al-hisbah department during the Muslim history.
His main responsibilities were: (i) enforcing the proper behaviour
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("amr bil marif’) and preventing the improper (nahi ‘anil munkar);
(ii) supervision of markets; and (iii) helping the state keep flows of supply
and demand unobstructed. He had wide executive and judicial powers. The
muhtasib was often a scholar of the shari’ah.

mujahhiz A category of sedentary merchants in the eleventh century
al-Andalus who mainly dealt in imports and exports, through merchants
who actually travelled with the merchandise.

al-mujamalah Liz: Mutual kindness. 7ech: Informal partnership preva-
lent during Fatimid (AD 969—-1171) and ’Ayubid (aD 1183-1260) Egypt.

al-mukatab The slave who obtained from his master the privilege of
manumission on payment of a fixed price. Such slaves had the right to
engage in trade and buy and sell in order to earn the price of their free-
dom but did not own goods themselves.

al-mukhabarah An agreement to lease land on rent for cultivation with
the condition to share the produce in a given ratio. In some cases, the
agreement provides for the supply of seed by the land owner but it is not
always essence of the contract. It is also know as khibr.

al-mukhadarah Sale of fruit or crop before it has ripened.

al-mukhammin A valuer for estimating crops when still in the root,
employed by the tax departments during the °‘Abbasid period (AD
750-945).

al-mukhatarah A wagering contract or a risky contract. It applies to all
those contracts which may bring a reward without any human effort or to
contracts that involve non-business risks.

al-mulamasah See bai‘ al-mulamasah.
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al-muljam A measure equivalent to 2.5sa‘. According to Hanafites,
1 muljam is equal to 8.154 kg or 8.425 litres, while other jurists consider
it equal to 5.43 kg or 6.87 litres.

multazim See ’iltizam.

mltilateral mudarabah A contract of mudarabah that may take either of
the following forms. A number of subscribers of capital may make the
contract of mudarabah with a single person (or entity) or a subscriber
may contract mudarabah with more than one person jointly or severally
or a number of workers may join hands to work for one or more than one
subscribers of capital.

multipurpose mudarabah A mudarabah contract that has more than one
specific purpose or objective.

al-munabadhah See bai‘ al-munabadhah.

al-munasabah An alternate term for al-mugharasah.

al-muqaradah An agreement in which a person leaves his commodities
(stock-in-trade) with another person so that the latter may sell them. The
profit is for the owner of the commodities. Also used as an alternate term
for mudarabah.

muqaradah bonds Non-interest-bearing financial instruments, initially
issued by the Government of Jordan in 1981, which share the profit of
the project financed with the funds raised through them. The
Government of Jordan guaranteed the nominal value of the bonds.
The bonds were repayable over a period of time from out of the profits
of the venture in which the funds were deployed.

al-muqarid In a contract of mudarabah, one who furnishes the funds.
Also termed as rabb al-mal.
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al-muqasamah Liz: Partnership. Tech: A contract of partnership to till
land for sharing the produce. The classical example is that of the
Prophet’s contract with the Jews of Khaiber. He concluded an agreement
with the Jews for sharing the produce of the land, retaining them as tillers
on the land.

al-muqassah Lit: Accounting, clearing, settlement of accounts. Tech:
Used in Islamic banking, the current account deposits are treated as a
loan to the bank and withdrawals from the deposit account as a loan of
the bank to depositor. Thus, the two loans cancel each other (mugassah).

al-muqata‘ah A system of taxation followed by *Umayyads (AD 661-750)
and ‘Abbasids (AD 750-945). It referred to a procedure for collective tax
payment for the state and the caliph. It was used in a number of ways:
(1) a fixed yearly sum of money payable according to agreement and
without regard to the prosperity of the cultivator or the population; (ii) an
annual due paid for a fief; (iii) a tax paid by allied nations and provinces
as a tribute on condition of retaining a certain autonomy; and (iv) dues
paid by the one who undertakes the tax management of an entire
province or a major area. In the Ottoman empire (AD 1281-1924) the sys-
tem was classified into three categories: Timar, Emanet and '[ltizam. The
first form was similar to the fief system of European feudalism, whereby
the feudal lord kept the income and in return was obliged to perform cer-
tain services for the state. The second form constituted income from
properties administered on a trustee basis, which was handed over to the
state in return for a reward. The third form was tax tenure whereby the
tax tenant (‘amin) was allowed to keep a part of the taxes for himself and
had to give the rest to the state.

al-muqayadah See bai‘ al-muqayadah.

al-muqtat Something that has the quality of becoming a food item.
Relating to riba al-fadl, the Shafi‘tes apply the above concept to food
items (al-mugtat) only.

al-murabahah See bai‘ al-murabahah.
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murabahah bonds A financial instrument proposed for obtaining debt
by the government within the interest-free framework. The certificate can
be issued by the government in the following manner: The government
may appoint one of its agencies to procure goods and services for it. The
agency will float murabahah bonds and collect public funds. With
these funds, it will procure goods and services and sell them to the gov-
ernment on a mark up. The certificate holders will be entitled to profit
on the sale.

murabahah receivables In a contract of murabahah, the amount of debt
due from the customers at the end of the financial period less any provi-
sion for doubtful debts.

al-murahanah Bet by two parties on the happening of an event in the
future so that one will pay the other a certain amount if the event takes
place; otherwise, the latter will pay the former. This is a form of gambling.

al-muraj‘ah al-Islamiyah Liz: Islamic swap. Tech: A financial technique
followed by Islamic banks in which two banks agree to swap with each
other two deposits denominated in different currencies for a fixed period
but on interest-free basis. During the period they are holding these
deposits, each one of them is free to invest it and earn a return on it. Any
profit or loss accrues to the party investing. After the expiry of the agreed
period, the original swaps are reversed.

al-muratalah Selling by counterpoising gold for gold or dirhams for
dirhams.

al-murt’ah Lit: Manliness, valour, sense of honour, generosity. Tech:
Spending on hospitality, honour and gifts for well-to-do and respectable
people. This is in contrast to sadagah, which is meant for the poor and
the needy.

al-murij A category of common land (hima) in early Arabic society
where the cattle could graze. The village owned it collectively so that its
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residents could sell or develop it as an owner of a private property. It was
possible to parcel it out to individuals who could cultivate it.

al-musabbab Taxes assigned to certain claimants or provinces as against
mahmiil, taxes collected from provinces and carried to the central treasury.

al-musadarah Confiscation of property by the state without compensation.

al-musaqah A contract in which the owner of the garden shares its pro-
duce with another person in a pre-determined ratio in return for latter’s
services in irrigating the garden.

al-musaqqafah A housing property that produces income. The term is
applied to a wagqf property.

al-musarrah Liz: The animal that is not milked and whose milk is left in
the udders. 7ech: Used in a sales contract whereby the seller of milch
cattle keeps the cattle un-milked for a day or so and deceives the buyer
by milking a larger quantity in his presence than is usual for the cattle.

al-musawamah See bai‘ al-musawamah.

musawamah facility It is a financing technique being used by some
Islamic banks. Under this mode, the customer requests the bank to pur-
chase a specified quality and quantity of a commodity or product. The
commodity remains in the possession of the bank and the client keeps on
taking its delivery at a notional price. The notional price usually is fixed
by keeping in view bank’s margin. The period of transaction is usually
180 days. As a security for the due and prompt performance of all obli-
gations, the bank obtains a collateral.

al-musharakah A financing technique adopted by Islamic banks. It is an
agreement under which the Islamic bank provides funds which are
mingled with the funds of the business enterprise and others. All
providers of capital are entitled to participate in management, but not
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necessarily required to do so. The profit is distributed among partners in
pre-agreed ratios, while the loss is borne by each partner strictly in
proportion to respective capital contributions.

musharakah convertible income certificates A financial instrument
floated by Investment Finance Corporation (IFC) in 1993. The certificates
were the first musharakah facility provided by IFC. They are US dollar
denominated, have a 10-year maturity and a rate of return linked to
annual dividend rate on mushdarakah’s ordinary shares. The certificates
are convertible into ordinary shares of the musharakah at book value and
are tradeable at stock exchange.

al-musha® Lit: Common; undivided. 7ech: Mixing up of the proprietary
rights of more than one person in a thing, such as in joint ownership
where each co-owner has a right until the entire property is distributed.

al-musharrif Tax-collector in fourteenth century Muslim Spain. He used
to be responsible to one of the secretaries (katibs) of the sultan called
sahib al-"ashghal.

mushrif Relating to the administration of ’ig#a ‘ in sixteenth century India,
the mushrif was a treasury officer who authenticated accounts and other
writings.

al-musinnah Relating to the nisab of zakah, a cow in her third year. This
is also used for 2-year-old sheep and goats.

al-muslam fihi In a contract of bai * al-salam, the commodity sold.

al-muslam ‘ilaih In a contract of bai ‘ al-salam, the seller.

Muslim Savings and Investment, Inc. See MSI.

al-mustad‘afin See al-mustakbirin.
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al-mustaghallat The landed property that produces income. The term is
applied to a wagqf property.

al-mustahiqq Liz: Entitled to a benefit. 7ech: A person entitled to receive
assistance from the zakah fund.

mustajar Objects of a hiring contract.

mustajir Refers to a lease holder or a tenant in the case of land tenancy.
Also used for an employer, in the case of letting out of services.

al-mustakbirin Qur’anic term for well-to-do people in a society. The
Qur’an comments on unjust distribution of economic power, which
results in emergence of two distinct classes in the society: al-mustakbirin
and al-mustad ‘af in. The former are economically powerful and corrupt
people who oppress the weaker sections of the society. The latter consist
of economically weak and oppressed people who remain contented with
their fate.

al-mustakhrij In ‘Abbasid Iraq (AD 750-945), an official of the tax
department who worked for the jahbadh.

al-mustarsil Lit: Loose, flowing (hair), friendly, affable. 7ech: A buyer
who does not haggle over the price; also a buyer who is unaware of the
actual price of a commodity and is willing to buy at the price quoted
by the seller. Some jurists have also included in this category those
farmers who bring their produce to the market but, being unaware of
the market conditions, sell their produce at a price lower than the
prevailing rate.

mustawf1l See diwan al-mal.

mutajarah An arrangement whereby an Islamic bank agrees to provide
goods needed by a client on immediate payment basis.
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mutaqabbil One who undertakes the contract of gibalah or tax-farming,
in which a contractor pays the ruler an agreed amount, collects taxes from
the people and retains the difference. In modern parlance, it was privati-
zation of tax collection. It was a tyrannical system. See al-qibalah.

mute investment Investments that do not generate financial income and
cannot be financed on a participatory basis. Examples are: lighthouses,
military airfields, public schools, etc.

al-muwafaqah wal jam‘ah Pertaining to fiscal administration of the
‘Abbasids (AD 750-974), it referred to comprehensive accounts (hisab
jami ‘) presented by an ‘a@mil (tax collector) on relinquishing his appoint-
ment. The accounts were termed muwafaqah if the accounts were agreed
upon by both the submitting ‘@mil and the authority concerned. They
were termed muhdasabah if there was any difference over the accounts.

muwasah Lit: Consolation, charity, beneficence. 7ech: Fulfilling the
needs of others while one is himself hard pressed. It involves some
amount of sacrifice.

al-muwasalah Lit: Close relationship. 7ech: Informal partnership during
Fatimid (AD 969—1171) and ’Ayubid (AD 1183-1260) Egypt.

al-muzabanah See bai‘ al-muzabanah.

al-muzar‘ah It is a contract in which one person agrees to till the land of
the other person in consideration for a part of the produce of the land.

N

nadhr Lit: Vow, pledge. Tech: An undertaking to spend or sacrifice a
specified item or money for the pleasure of Allah if a certain wish is
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fulfilled. Although making such a vow is optional, but once made, its
fulfilment is obligatory.

al-nafal Lit: Booty, spoil. Tech: In a broad sense it covers the ghanimah
and the fai‘, but in its narrower sense it is a share of the booty given to a
warrior for showing feats of bravery in the battlefield. It is in addition to
his regular share in the booty as a soldier of the army.

nafaqat Lit: Obligatory expenses. Tech: Obligatory expenses of the fol-
lowing types: (i) unconditional obligation of providing for one’s nearest
relatives, like wife and children; (ii) conditional obligation of providing
for needy relatives if one can afford it.

al-najash See al-tanajush.

al-najiz Lit: Entire, complete. Tech. Relating to the commercial law, it
refers to a transaction for ready cash.

al-naqd Gold and silver in the form of coins.

al-naqdain Lit: Two currencies. Tech: Gold and silver or dinar and
dirham used as currencies. Also called al-nugqiid.

al-naqal Transfer or transportation of goods from one place to another
with the intention of giving possession to the other party.

al-naqqal A person employed to transport or carry the goods collected as
zakah. He is included in the category of ‘amilin and is paid out of the
zakah funds.

al-nashsh  Lit: Half of anything. Tech: A weight equivalent to half “igiyah,
20 dirhams or 59.5 g.
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nasib al-mithl Lit: Similar share. 7ech: In relation to an agreement of
partnership, such as shirkah, mudarabah, muzar‘ah, musaqah, etc., it is
share of profit for each party to the agreement, in case the original agree-
ment becomes void ( fasid) for any reason. In such a case, each one is
given nasib al-mithl: the generally accepted share in similar cases.

Nasser Social Bank Established in 1971 in Egypt, mainly to help the
poor. Its main operations are interest-free. However, it charges one
per cent as adminstration charges on all financing. It provides interest-
free loans for short periods and in small amounts. For investment pur-
poses, it provides finance on PLS basis. It also collects and distributes
zakah. It provides finance to non-members (non-depositors) also.

national participation paper A proposed financial instrument for rais-
ing funds by the government. The governments can raise funds for
financing asset-creating expenditures. The paper will carry a return to be
calculated according to an average rate of return on similar projects by
private sector. The government can create a research organization respon-
sible for collecting and analysing data on the rate of return of various
types of private sector organizations. This rate of return will become
operative for each type of paper issued by the government.

al-na‘arah See al-daliyah.

al-nawadih Relating to the law of zakah, it refers to camels that irrigate
land. Half ‘ushr is usually payable on the produce of the land worked by
al-nawadih.

al-nawah Lit: Date pit, stone of a date. Tech: A weight equivalent to
5 dirhams or 14.875 g.

al-nawa’ib  Lit: Calamity, misfortune. Tech: Taxes imposed to meet any
emergency arising out of some natural calamity. Also used for irregular
levies of Muslim states imposed collectively on the people anywhere.
Jurists opposed these levies, but they were in vogue during medieval Islam.



142 nazir al-awqaf

nazir al-awqaf Administrator of an endowment or trust.

nazir al-sikkah A fourteenth-century Spanish institution. The nazir
al-sikkah was an officer in the mint responsible for supervizing quality
of the coins minted. This office was usually filled by jurists.

nazir al-siiq  An alternate term for al-muhtasib prevalent in North Africa
during the third century of Hijra. See al-muhtasib.

al-nazirah Postponement of debt at the request of the debtor who is
facing difficulty in repayment on due date. Along with gard hasan, it is
an important element of the riba-free credit structure.

nerkh The system of controlling prices followed by the Ottomans during
the 1300 to 1920. The Ottoman government used to fix prices of essen-
tial commodities in the light of market conditions, cost of production and
demand by consumers. The prices were fixed in consultation with mem-
bers of respective guilds. Office of the gadi used to keep a register,
known as gadi sicilli or sicilli shari‘ah, which showed the prices fixed
during a particular period. The office of the muhtasib used to monitor
prices in the market and ensure that the fixed prices are not violated by
individual traders.

net assets Relating to an Islamic Fund, they are shareholders/unitholders’
equity and include their contributions, undistributed net income from
investments (or accumulated investment losses), undistributed net real-
ized and unrealized gains (or accumulated net realized losses), and net
increase/decrease in the value of investments and other assets.

net equity concept Relating to the law of zakah, it is a concept for assess-
ing the liability of zakah payable in Saudi Arabia. Briefly, zakah is payable
in Saudi Arabia on the net equity of a business. It is calculated as follows:
first add (a) Paid-in capital (plus owner’s account if proprietorship) at the
beginning of the year. (Any addition during the year is ignored, since it
does not meet the ‘passage-of-the-one-year’ condition.) (b) Retained earn-
ings including any reserves or appropriations. (¢) Net income for the year
before any distribution. (d) Income to be distributed unless it is deposited
in a bank under the direction of stockholders. The company has no right
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to withdraw any amount from it. From the total of (a) + (b) + (c) + (d),
deduct total of (e) + (f) + (g), which are defined as: (e) Net fixed assets
at the end of the year after deducting accumulated depreciation and any
related debt, but not more than the sum of paid-in capital, retained earn-
ings, reserves and owner’s capital at beginning of the year. (f) Investment
in another entity. (g) Actual losses for the current year or prior years. The
net amount would be called ‘net equity’ for the purposes of zakah.

al-nisab Exemption limit for the payment of zakah. It is different for
different categories of wealth.

nizim al-misahah Relating to administration of land revenue, the system
of levying khardj on the basis of area cultivated irrespective of the produce.
This system remained in vogue from the times of the first four caliphs to
the times of the ‘Abbasid caliph Mahdi (AD 775-785) who changed it to
nizam al-muqasamah, that is the system of tax on the basis of produce.

nizam al-muqasamah Relating to administration of land revenue, the
system of levying khardj on the basis of the produce of land. This was
adopted by the ‘Abbasid caliph Mahdi (AD 775-785). The system of
land revenue on ‘ushri lands was also that of mugasamah.

non-commingled mudarabah Relating to Islamic banking, a form of
mudarabah in which the Islamic bank accepts funds for investment from
its clients and invests them without contributing any funds from its own
resources.

O

object deferred sale An alternate term for bai‘ al-salam, where money

is paid in advance and the goods are delivered later.

operating ’ijarah An operating lease that does not include a promise to

transfer the title of the leased asset to the lessee at the end of the lease.
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orfT hukiik Lit: conventional law. Tech: A combination of customs of peo-
ple and regulations of the Ottoman rulers relating to land administration
during the Ottoman period (AD 1281-1924).

output sharing certificate A proposed financial instrument for mobilizing
resources by the government, it takes the following form: the government
sells an existing income-earning fixed asset, such as toll bridge or a high-
way, to certificate holders. The proceeds of the sale are needed for another
governmental project, whatever it may be, and the purchasers have nothing
to do with this matter. Certificate holders may assign a governmental bridge
authority ( or any other body of their choice) to run the property on the basis
of output sharing, while all the running expenses are borne by the manag-
ing authority. Of course, expenses are taken into consideration in determin-
ing the rate of output sharing. Alternatively, a private contractor may issue
shares and invite investors to construct a toll bridge which will be managed
by the governmental bridge authority on the basis of output sharing. The
bridge authority may also be the construction contractor as deputed by
shareholders. The output sharing certificates can be made negotiable at the
stock exchange. They represent actual property. They can thus be sold at
market prices. For new projects, there may be a certain waiting period until
cash funds are substituted for physical property and/or construction mate-
rial. They do not necessarily involve redemption like common stock as they
represent the full ownership of fixed assets. They also expose holders to
risks resulting from natural calamities as well as commercial risks. The out-
put sharing certificates may represent projects in which an allowance for
amortization of capital may or may not be made. In the latter case, the peri-
odic distribution of output shares represents both a portion of the principal
and a return. This approach may be suitable for projects based on exploit-
ing a franchise or when there is a condition for transferring ownership of the
projects or its assets to the public sector after a certain period.

P

pagari system See hikr.

parallel salam A type of bai ‘ al-salam where a financial institution that
has purchased some agricultural commodity enters into a secondary
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contract with another party to supply the commodity and thus recovers
its investment with some profit or loss. See also bai¢ al-salam.

paria Derived either from the Arabic bara (to be free, acquitted, cleared
of a debt) or bard ‘ (which in some forms means to donate, give or con-
cede), was the tribute paid by the f@’ifah states of the Andalus in the
eleventh century (after AD 1031) when the Umayyad dynasty had disinte-
grated. The small ¢a@’ifah states paid parias to the Chrisitian rulers. Parias
were first paid to Ramon Berenguer I of Catalona during the 1040s, and
soon became a widespread phenomenon. Some #a 'ifah states paid multi-
ple parias. Most parias stopped with the arrival of the Almoravids in
1085, putting an end to the tributary status of the southern al-Andalus.

participation It is a musharakah in which the Islamic bank owns shares
or units representing an equity stake in another firm’s capital.

participation bonds A financial instrument issued by Tehran Municipality
in 1994. The bonds were underwritten by Bank Millie Iran. There was a
minimum guaranteed return, beyond which if the actual profits were
higher, the holders would get a share. The funds raised by the sale of these
bonds were to be invested on projects with a positive economic return.

participation term certificate See PTC.

participatory ’istisna‘ A mode of finance that combines features of pure
istisnd ‘a and some features of musharakah. This mode of finance is suit-
able where a foreign party joins a host party to establish a project. In this
mode of finance, the project is conceived and specified by the host party
but established by the foreign party. The host party operates the project. The
ownership of the project is gradually transferred to the host party. The for-
eign party shares in the profits or output instead of claiming a fixed price.

participatory redeemable capital Outside capital not based on interest
and raised for business other than permanent part of equity of a company.
An obvious example is ‘participatory term certificates’ of Pakistan. They
take the place of debentures in the interest-based system.
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partnership shares Proposed in the model of interest-free banking by
some. Normally to be issued by the state, they are an instrument for
obtaining funds from the private sector for investment in the public
sector on the basis of partnership. The holders of these share certificates
are owners of respective enterprises in which their funds have been
invested. These shares are transferable and marketable.

patriot ‘'ummah saving scheme A scheme started by Bank Partanian
Malaysia (BPM) in 1990. Under the scheme, a person pays the bank a
minimum of ten ringgits to start a saving bank account. Instead of earn-
ing interest on his saving account, the saver gets a bonus, which is equal
to inflation rate in the economy. Thus, the scheme protects real value of
the savings.

PLS counters Profit-loss sharing counters opened from | January 1980
at the five nationalized banks of Pakistan. The counters accept deposits
for varying duration and use them for financing on the basis of
al-musharakah, al-mudarabah, bai‘ al-mu’ajjal and bai‘ al-murdabahah.

PLS ratio Profit-loss sharing ratio used in the interest-free banking
model of the Council of Islamic Ideology, Pakistan (1980). The PLS ratio
was the ratio of financiers’ funds with the entrepreneurs’ funds. It is
supposed to play the role of a monetary policy instrument in lieu of bank
rate in interest-based financial model.

PLS security A proposed financial instrument in the interest-free frame-
work. It is a title of ownership of a common share in the net worth of a
project and is entitled to any profit or loss arising from the operations of
the project. The seller issues PLS securities and invests the funds in buy-
ing goods for cash or for an advance payment and reselling the goods on
deferred payment basis or for renting the asset. The PLS securities could
be either of the following types: (i) one transaction mudarabah certificates;
(1) fixed-term mudarabah certificates; (iii) one-term musharakah certifi-
cates; and (iv) fixed-term musharakah certificates. The PLS securities
would be negotiable in secondary market provided their value represents
real assets to the extent of more than 50 per cent of their value. While
announcing the sale of PLS securities, the seller should guarantee that at
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no time the real assets of the project will become less than 50 per cent.
If the certificates may become non-negotiable at any time (as they
represent less than 50 per cent of the real assets of the project), the
seller should undertake to inform the holders of the certificates of any
change in the structure of the net worth, which may prevent their
negotiability.

PLS system Profit-loss sharing system proposed by the Panel of
Economists and Bankers and endorsed by the Council of Islamic
Ideology, Pakistan (1980). The PLS system is the main plank of
Islamization of financial institutions in Pakistan. Under the system the
savers deposit their funds on the basis of PLS. The banks provide finance
on the basis of approved modes such as musharakah, mudarabah,
mark-up, mark-down, leasing, lease-purchase and rent-sharing.

Preferential Trade Agreement for North Africa See PTANA.

price deferred sale An alternate term for al-bai‘ al-mu’ajjal. Credit sale.

price and object deferred sale A sales contract where goods and price
thereof are deferred. Under the normal rules of the shari‘ah, it is not a
lawful contract. But bai ‘ al-istisna * is one such sale where both the goods
and the price are deferred and the Hanafites allow it on the basis that the
bai* al-"istisnd ‘a is not a binding agreement.

productive mudarabah A contract of mudarabah wherein the owner of
raw material gives the material to an artisan or worker to manufacture a
certain product with the stipulation that the finished product will be sold
and the profit will be shared by them.

profit equalization reserve It is the amount appropriated by the Islamic
bank out of mudarabah income, before allocating the mudarib s share,
in order to maintain a certain level of return on investment for investment
account holders.
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profit-sharing certificates A proposed instrument of Islamic banking.
The certificate would be offered by commercial banks to savers.
A profit-sharing certificate involves investing a certain sum of money
into short term operations. Its maturity can vary from 60 days to one
year. It offers diversification among short-term placements. All these
characteristics would make it especially marketable and relatively attrac-
tive to savers who desire to stay closer to the higher edge of the liquidity
spectrum.

profit-sharing cost-plus model A model of Islamic banking in which the
bank shares profits with depositors but provides funds to entrepreneurs
on cost-plus techniques like murabahah and ’ijarah.

profit-sharing deposits Financial instrument of riba-free economy.
Indicates deposits with commercial banks on the basis of profit sharing.

provision With reference to Islamic banks, a provision is essentially a
contra-asset in the statement of financial position and is constituted by
charges made as expenses to the banks’ income statement. See also
specific provision.

provisional rate of profit Relating to the musharakah financing by
banks in Pakistan, it means the rate which is determined after deducting
a good management fee from the projected rate of profit and after taking
into account the weightage, if any, given to any of the funds deployed.
See also good management fee.

PTANA (Preferntial Trade Agreement for North Africa) Signed by
Algiers, Egypt, Libya, Mauritania, Morroco and Tunisia in 1987. Aims
are to establish a preferential trade area in the region.

PTC (participation term certificate) A financial instrument used by
Islamized banks in Pakistan to replace debentures. Holders of the PTCs
share in the profit or loss of the issuing companies. Usually issued for
a maximum period of 10 years, secured by a charge on the assets of the



al-qabil 149

company, the PTCs have a prior claim on profits of the company. Any
loss is first met from past reserves, and any left-over loss is shared by all
providers of the capital including PTC holders. In practice, PTC has
imbibed the spirit of interest. The PTC scheme requires a ‘pre-production
discount rate’ on long-gestation period projects. Similarly, when the
company does not have profits to pay to holders of the PTCs, then it is
required to issue additional PTCs in the name of existing holders, the
amount being equal to the expected profit of the PTC holders. In certain
cases, the PTC holders might also get equity holdings equal to the loss
of the company. The PTC holders do not suffer a loss in any case. Thus,
the PTC has been criticized widely for being against the Islamic finan-
cial principles. The instrument was discontinued in the early 1990s.

public utility warrants A financial instrument to raise funds by the gov-
ernment or a public utility corporation. A public utility corporation may
contract with its consumers to sell them a certain quantity of electricity
in the future at a mark-down price against advance payment. This can
also be adopted for certain services, such as the government may raise
funds for constructing a university with the promise that the warrant
holders will be able to get their children educated at a cheaper rate in
future for a given number of years.

Q

al-qabil In a contract of tax-farming (gibalah), a person who provides
surety in landed property for the payment of tax. It is used in the same
sense as al-kaf’il. The gabil was a tax-farmer who acted as an intermedi-
ary between the tax payers and the government’s tax collectors. When a
person entered into a contract of gibalah, he was assumed to be account-
able for a fair treatment of the tax payers besides being responsible for
such development works as levelling of land, water-supply channels and
rural roads. His expenses for this were met by diwan al-kharaj. The con-
tract of gibalah was awarded by public auction. The tax-farmers were
usually local chiefs, ex-administrative officers, managers and merchants.
The contract was given to the lowest bidder. The bid meant the wage the
tax-farmer would claim for collecting and depositing the tax (which was
often in kind).
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qadah A measure of volume used in Makkah of Mamliik period
(AD 1250-1517). Equal to 0.94 litres.

al-qafiz Lit: A dry measure. Tech: One gaf'iz is equal to 12 sa ‘. According
to Hanafites, it is equal to 39.138 kg or 40.344 litres, while according to
other jurists it is equal to 26.064 kg or 32.974 litres.

al-qafiz al-hajjaji A grain measure, 1 gaf’iz hajjaji is equal to 8 ratls, or
96 ugiyahs, or 12343.68 dirhams or 3.2615 kg.

qafiz al-tahhan Lit: A measure of flour given to grinder of grains as
wage for his services. Tech: Basis of the Hanafite law that no wages
should be paid in the form of the product produced by the worker, as it
may involve uncertainty.

al-qana‘ah Lir: Contentment, frugality. Tech: Attitude of a Muslim to
remain contented with what he gets as a result of lawful struggle.

al-qaniin  Lit: Law. Tech: Abbreviated from ganiin al kharaj, the rent roll
that was the basis of tax levy during the ‘Abbasid period (AD 750-945).

ganiin al-kharaj Prevalent in the days of ‘Abbasids (AD 750-945), the
qaniin referred to an official register (daftar) containing basic data of
taxable and arable lands. Information in this register was used for assess-
ing tax on land. Enabling surveys, undertaken for each village, began in
Qumm, Persia in AD 804. Detailed instructions specifying duties of a sur-
veyor (masih), survey method and assessment rates were provided. In
keeping with contemporary overhauls of fiscal policies, updates in the
ganiin were quite common.

al-qard Lit: To cut, to sever. Tech: Loan of mithi7 articles (such as money)
with the stipulation to return its like in the future. It is a general term for
monetary loans without a deadline for repayment.

al-qard al-hasan Lit: A virtuous loan. 7ech: A loan with the stipulation
to return the principal sum in the future without any increase.
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qgard hasan certificates Short-term certificates issued by the Malaysian
government in order to obtain interest free loans from banks, institutions
and private individuals. The principal is repaid to its owners by the
government without any benefit to the certificate holders.

al-qasabah A measure of length equal to 13.6604 m.

al-qassam Tech: Relating to zakah administration, it refers to the person
appointed to distribute zakah revenues.

al-qata® See al-muqata‘ah.

al-qati‘ah See al-’iqta‘.

Qatar Islamic Bank Incorporated on 7 July 1983. Authorized capital,
QR 200 million; paid-up capital, QR 50 million.

Qatar International Islamic Bank Incorporated in the State of Qatar as
a Qatari Shareholding Company by ’Amiri Decree in 1990. Its main
office is in Doha with three branches in Qatar. Its total equity was QR
121 million at the end of 1998.

al-gibalah Used in two senses. First, it is equivalent to that form of ten-
ancy in which the landlord receives a fixed share of crop or a fixed sum
of money or both; it is thus almost synonymous with muzar ‘ah and kira’
al-"ard. Second, tax-farming in which a tax-farmer guarantees and pays
a lump sum to the state and obtains the right to collect rents and revenues
from the contract land, retaining the difference between the two.

gibalatul ’ard An arrangement in which the state leases its land to
a person for some rent.

gibalatul kharaj An alternate term for gibalah.
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al-qimah  Lit: Value, worth, size of an amount. 7ech: Price of an article as
prevalent in the market as compared to thaman, which is the price of an
article as agreed by the buyer and the seller irrespective of the market
price.

al-qimar Lit: Gambling. 7ech: An agreement in which possession of a
property is contingent upon the happening of an uncertain event. By
implication it applies to those agreements in which there is a definite loss
for one party and definite gain for the other without specifying which
party will lose and which will gain.

al-qimi  Lit: Non-fungibles. Tech: Things that are distinguishable. For
example, if a person borrows a horse, it is not the same thing to return
any horse. Horses are distinguishable by colour, age, lineage, etc., and
are therefore gimi. See al-mithli for indistinguishable things.

al-qintar A weight of varying measures in different periods of the
Muslim history. It refers to a large quantity of gold and silver. Some say
it was equal to 1200 "agiyah; others say it was equal to 1000 dinars, still
others think it was equal to 1200 dirhams. In another opinion it was
80000 dirhams or 100 ratls of gold.

al-qirad An alternate term for al-mudarabah.

qgirad market Market for girad funds. In Islamic economy, funds for
qirad may be available through banks, insurance companies, joint stock
companies, mutual funds, investment trusts and other financial interme-
diaries. The supply of and demand for girad funds determines the ratio
for distributing uncertain outcomes of the enterprise. This ratio has been
variously termed in the literature as girad rate, profit-share, mudarabah
rate, etc. The girad market automatically adjusts this rate but the central
bank may also intervene and prescribe girad rates for different sectors.

al-qirat A measure of weight and length of varying sizes in different
ages. A girat for measuring silver and commodities is equivalent to 0.248 g
and for measuring gold, 0.2120g. For measuring length, a girat is
equivalent to 175 m.
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al-qirbah Lit: A skin bag for water. Tech: A measure for liquids equivalent
to 40sa ‘ or 68.48 litres.

gismatul ghurama’ Distribution of the assets of the bankrupt among the
creditors in proportion to their debts.

al-qist Lit: A measure. Tech: One gist is 0.5 sa . According to Hanafites,
it is equal to 1.607 kg or 1.680 litres, while according to other jurists it is
equal to 1.086kg or 1.374 litres.

al-qiyas Lit: Measure, example, comparison, analogy. Tech: Derivation
of the law on the analogy of another law if the basis (‘illah) of the two is
the same. It is one of the primary sources of Islamic economics.

al-Qur’an The book of Allah revealed to the Prophet Muhammad and
transmitted to the present age through an incessant chain.

al-qusarah In a contract of muhdqalah, grains left over in the ears after
thrashing. The qusarah belonged to the landlord.

R

al-raba‘yah Relating to the nisab of zakah, a she-camel in her seventh
year.

Rabb Attribute of God as the Sustainer of the entire universe. Sustenance
includes fostering, bringing up, regulating and completing the evolution of
things from the crudest state to that of the highest perfection. God is Rabb
of the entire universe. Belief in Him as a Sustainer is basic to Islam and
defines a large number of socioeconomic relations in the Muslim society.

rabb al-‘amal Lit: One who undertakes an activity. 7ech: Relating to the
law of ’ijarah, an employer of a full-time employee or a person who
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engages someone for a particular job, like a client of a lawyer, or a
customer of a tailor or a company that engages an accountant for auditing.

rabb al-’ard Landlord in a contract of muzar ‘ah.

rabb al-’asl Owner of capital in a contract of mudarabah.

rabb al-mal In a mudarabah contract, the person who invests the capital.

rabb al-salam A buyer in a contract of bai ‘ al-salam.

al-rabi® Streamlet for irrigation of land. Regarding contract of muzar ‘ah
in pre-Islamic days, the crop grown on the area irrigated by the rabi * was
considered to be the share of the landlord.

al-radkh Lit: A small, paltry gift. 7ech: A small gift from out of
ghanimah for non-combatants (ghair ghanimin).

al-rafah Enjoyment of comforts and amenities with humility and obedi-
ence to God. See taraf.

al-rahn Lit: Readiness or immutability or durability. It also implies that
a thing is inseparable from or tied up with its acquisition, earnings and
deeds. Tech. To pledge or lodge a real or corporeal property of material
value, in accordance with the law, as security for a debt or pecuniary obli-
gation, so as to to make it possible for the creditor to regain the debt or
some portion of the goods or property.

al-rahn bil darak For the buyer to keep something as mortgage in case
of a third party’s later claim on the goods; withholding a part of the price
as a mortgage.

al-Rajhi Company for Islamic Investment Saudi Arabia Incorporated
in December 1980. Has 230 branches in Saudi Arabia. It is part of
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al-Rajhi Group which capitalized at about US$ 1.38 billion at the end
of 1999.

rakkad A category of merchants in the eleventh century of al-Andalus,
who travelled on business for himself or in partnership with some other
sedentary merchant.

ra’s al-mal al-salam In a contact of bai‘ al-salam, the price of the
commodity sold.

al-rasha’ See al-gharb.

rate of mudarabah Ratio of profit-sharing between the owner of the
capital and the entrepreneur, who uses these funds on the basis of
muddarabah. 1t is an alternative for or parallel to the rate of interest in the
capitalist economy where funds are advanced by one party to the other as
a loan. Manipulation in the rate of mudarabah can be made to adjust the
supply of and demand for investible funds in the Islamic economy.

ratl bil-’ashya’ Lit: A weight. Tech: One ratl is 128.57 dirharms or
407.695 g.

ratl al-fiddah A weight equal to 480 dirhams, 12 "ugiyah or 1428.4 g.

receivables With reference to Islamic banks, receivables are amounts
due from clients as a result of sale transactions through the financial
instruments of murabahah, salam or ’istisna’.

redeemable equity See acquired equity.

redeemable musharakah certificates A proposed financial instrument
for government to raise funds for creating revenue-generating assets. The
certificates are issued with the explicit condition that the government
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will have the right to buy out stakes of other parties in a planned manner.
The profit-sharing ratio would be equal to the share of each party in the
total capital during a given accounting period. It would change for every
certificate over time with changes in the stake of the certificate holder.
The certificate holders would be able to sell their stakes between them-
selves and among others at going market rates.

religious supervisory board A board of religious scholars appointed by
an Islamic financial institution to oversee the process of implementation
of the Islamic laws.

rent-sharing A mode of financing adopted by financial institutions in
Pakistan, according to which the financial institution provides part of the
finance for construction of a house. The client and the financial institu-
tion share in the presumptive rent of the house. Since maintenance and
taxes are to be paid by the client, a suitable allowance is given to him in
the share of the rent. Similarly, the financial institution’s share is adjusted
upward to provide for administrative expenses. But all legal charges are
paid by the client and the house remains mortgaged until the financial
institution receives back all due to it.

reserves With reference to Islamic banks, a reserve is essentially a com-
ponent of equity (of either investment account holders and/or sharehold-
ers) and is constituted by appropriations out of income.

restricted investment account Relating to Islamic banking, refers to an
investment account in which the bank has the authority to invest the
account holder’s funds on the basis of mudarabah contract or agency
based contract for investment, but has certain restrictions as to where,
how and for what purpose the funds are to be invested. Further, the
Islamic bank may be restricted from commingling its own funds with the
restricted investment account funds for purposes of investment. In addi-
tion, there may be other restrictions which investment account holder
may impose. For example, investment accounts holders may require the
Islamic bank not to invest their funds in installment sales transactions or
without guarantor or collateral or require the Islamic bank carry out the
business itself rather than through a third party.
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revenue sharing bonds Bonds introduced by the government of Turkey
to attract private capital for infrastructure projects such as bridges, roads,
power plants, highways, telecommunication, etc. The return on the bonds
is not guaranteed but is calculated annually on the basis of the revenues
accrued to these infrastructure projects.

revolving mudarabah A parallel of credit line in conventional banks, it
is a mudarabah facility extended by an Islamic bank with the condition
that if the client repays part or whole of the balance outstanding against
him, he would be entitled to obtain mudarabah funds to that extent again
subject to the overall sanctioned limit.

al-riba Lit: An excess or increase. Tech: An increase which in a loan
transaction accrues to the lender over time without giving an equivalent
counter-value or recompense ( 7wad) in return to the borrower.

riba al-‘ajlan  An alternate term for riba al-fadl. In a transaction of barter
exchange involving a single commodity from both sides, where one party
gets an excess in exchange. This is in contrast to 7iba al-nasi’ah, which is
a transaction of loan and the lender gets something in excess over the
principal sum lent with the passage of time.

riba al-buyii An alternate term for riba al-fadl.

riba al-duyiin A substitute expression for the Qur’anic riba or riba al-
nasi’ah.

riba al-fadl A sale transaction of the ‘amwal al-ribawiyah (commodities
where the injunction relating to 7iba is applicable) in which a commod-
ity is exchanged for the same commodity but unequal in amount and the
delivery of at least one commodity is postponed. To avoid riba al-fadl,
the exchange of commodities from both sides should be equal and instant
(yadan biyadin). Riba al-fadl has been prohibited by the Prophet as a
measure to forestall the 7iba from creeping into the economy through
back door.
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riba al-jahiliyah The riba prevalent in Arabia in pre-Islamic days.

riba al-jali Lit: Manifest increment. Tech: An alternate term for riba
al-Qur’an.

riba al-khafi Lit: Concealed increment. An alternate term for riba al-fadl.

riba al-nasi’ah Increment on the principal of a loan payable by the bor-
rower. 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 this period the amount originally lent together with an increment in
consideration of the lender having granted him time to pay. The incre-
ment is known as riba al-nasi’ah. It was in vogue in Arabia in the days
of the Prophet.

riba al-Qur’an The riba that has been explicitly prohibited in the Qur’an.
See riba al-sunnah.

riba al-sunnah Transactions involving riba prevalent in Arabia of the
Prophet, prohibited by the sunnah of the Prophet. An alternate term for
riba al-fadl. See riba al-Qur’an.

riba al-yad A sale transaction that involves barter exchange of the same
commodity in unequal amounts and postponed delivery by either or both
parties. An alternate term for riba al-fadl.

al-ribah Lit: Doubtful. Tech: Income that has the semblance of riba or
which raises doubts about its legality.

al-ribh al-mu‘tad Lit: Usual profit, normal profit. Tech: The rate of
profit prevalent in a trade in a competitive market. Although there is no
quantitative limit on the rate of profit in the shari‘ah, it is not expected
to go beyond al-ribh al-mu ‘tad. Charging profit over and above this is
condemned in a Muslim society.
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al-rikaz Hidden treasure.

al-rigab  Lit: To liberate a soul. 7ech: One of the eight heads of account
mentioned in the Qur’an on which zakah funds can be spent, meaning to
spend money for the liberation of slaves. These days this head of account
does not seem to be relevant.

risk exposure factor In relation to Islamic banking, it has been argued by
some people that weight should be given to capital in proportion to its
exposure to risk and period of investment before sharing profit or loss,
which is the risk exposure factor. Capital at face value should be multi-
plied by a risk exposure factor for arriving at the effective capital. Also
see effective capital.

al-rizq Lit: Livelihood, means of living, subsistence. Tech: It has been
used to denote all the resources at the disposal of man on earth. God
speaks of these resources as one of His blessings. Man is accountable to
God for his share of the rizg, that is, how he acquired these resources and
how he utilized them.

ROSCA (Rotating Savings and Credit Associations) A group of partici-
pants who make regular contributions to a fund which is given, in whole
or in part, to each member in turn. The first collector receives an interest-
free loan from all the others. The last in line is saving money as he
extends credit to his fellows. The others alternate between debtor and
creditor positions.

rub¢ A measure of volume equal to one-fourth of a mudd used in the
Mamlik (AD 1250-1517) period of Makkah.

al-ruq‘ah Banking instrument of the medieval Muslim period, it was a
payment order to draw money from the bank.

ruq‘ah al-sairif Liz: Paper slip of the money-changer. Tech: 4 type of
promissory note prevalent in the twelfth century Ap Muslim world to
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facilitate retail and wholesale commercial transactions. It was issued by
bankers to individual merchants who had actually made payments to the
banks, who had money or valuable goods deposited in the bank or who
simply were preferred customers.

al-rugba 7ech: Giving a property to someone on the condition that if the
donor dies before the donee it shall become the property of the donee and
his heirs but if the donee dies first the property given shall return to the
donor.

al-rushd Lit: Good conduct, sensible conduct. 7ech: Prudence in using
the resources. A/-rushd is an essential condition for the right to own
property in Islam.

al-ruznamaj Pertaining to fiscal administration of the ‘Abbasids
(AD 750-945), it was an official register that contained financial transac-
tions of each day, like tax collected or payments made on a particular day.

S

al-sa¢ Lit: A cubic measure of varying magnitude. 7ech: One sa‘ equals
8 ratls (in Hanafite school) or 5.33 ratls in other schools. In Hanafite
school, it is equivalent to 3.2615 kg, whereas in other schools it is equiv-
alent to 2.172 kg. For measuring liquids, it is equal to 3.362 litres accord-
ing to Hanafites and 2.748 litres according to others.

al-sa‘ al-shar‘t The sa ‘ prevalent in the days of the Prophet Muhammad.
The jurists of later days used it to translate the equivalents of their own
respective time into the measure of the Prophet’s time to determine nisab,
diyah, fitrah and other religious levies.

al-sabr Lit: Patience. Tech: A value of Islamic society. The Muslims are
enjoined to bear economic hardship with patience and not to feel inclined
towards acquiring resources by unlawful means. It does not preclude,
however, protest against economic injustice and exploitation.
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al-sadaqah Liz: Charity. Tech: In its widest sense it means an attitude of
mutual appreciation, affection, mutual assistance, an act of loyalty to
God and to one’s fellow beings, a sense of true human hood. At material
level, it consists of two kinds: al-sadagah al-tatawwu’ given at the free
will of the donor and zakah, the obligatory tax imposed by the Qur’an on
the Muslims having wealth beyond a certain limit.

sadaqah al-fitr A small sum levied on all Muslims having income above
a certain exemption level to be paid during the month of Ramadan to the
poor people of the community. This sadagah is obligatory and is an
important part of the overall system of sadagat in Islam.

al-sadaqah al-jartah A form of charity, benefits of which continue to
accrue over generations, such as building a mosque, providing a well for
drinking-water and constructing inns for travelers, etc. The range of
al-sadaqah al-jariah is very broad. The establishment of charitable trusts
(awgaf’) is an important example. The Muslims have been exhorted by
the Prophet to invest their wealth in al-sadagah al-jariah with promise
of rich reward in the hereafter. Spending on such acts carries a high value
in the Muslim society.

al-sadaqah al-mawqiif A form of waqf in which a person assigns his
property to a man and his indeterminate progeny which reverts to the next
of kin of the original donor once the line of beneficiaries had died out.

sadaqah al-najwah Contribution required before seeking private consul-
tation with the Prophet. This was made obligatory for a short time but
abrogated subsequently.

sadaqah al-sawa’im Zakah on the grazing animal. See also al-sawa’im.

al-sadaqat al-wajibah Compulsory charity such as zakah, sadaqah
al-fitr, etc. It also includes penal charity for such sins as breaking of oath,
breaking of fast, etc.

al-sadis Relating to the nisab of zakah, a camel in its eighth year.
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al-sadiigah  Official designation for informal partnership during Fatimids
(AD 969-1171) and ’Ayubid (ap 1183-1260) Egypt.

al-safahah Lit: Foolishness, imprudence. Tech: The quality of squander-
ing wealth recklessly and against the spirit of the shari‘ah. It includes
’israf'and tabdhir. The quality of safahah invites the law of hajr by which
the state can impose such restrictions on the utilization of assets as may
be necessary to safeguard personal and social interests. One who has the
quality of safdhah is known as al-safth, which is the antonym of
al-rashid. Sufahah include minor children, lunatics, extravagant persons
and those who spend money to promote evil in the society. See also
al-hajr.

al-safth See al-safahah.

al-safiyah Share taken by the leader of an army before division of booty,
such as a horse or a sword. The term was later used as sawaf1 (sing.
saf tyah) lands or possessions which the sultan appropriated exclusively
for himself. It also meant all lands which their owners had abandoned or
the owners of which had died leaving no heirs.

al-safqah Lit: Striking of the hand of one person upon the hand of
another in ratifying a sale or purchase and a covenant. It is also used to
signify the contract that is itself made in the case of a sale.

sahib al-’ashghal Finance secretary in the fourteenth century Muslim
Spain. See also musharrif.

sahib bait al-mal See bait al-mal.

sahib al-‘inah In a contract of bai‘ al- “inah, the borrower.
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sahib al-kharaj An officer of the Muslim government responsible for the
collection and administration of al-kharaj.

sahib al-maks Lit: Tax-collector. 7ech: Tax-collector in the market who
would take as tax more than what is due. Such a dishonest official has
been condemned by the Prophet.

sahib al-mal In a mudarabah contract, the person who provides the
capital. See also rabb al-’mal.

sahib al-nisab Relating to the law of zakah, one who possesses wealth in
excess of the exemption limit. Also used for one who possesses sufficient
means to offer sacrifice on ‘Eid al-Adha or for pilgrimage to Makkah.
See also al-nisab.

sahib al-stiq  Lit: Guardian of the market. 7ech: An alternate term for the
muhtasib before the latter term gained currency.

al-sa‘1  Lit: The messenger. Tech: Zakah-collector who visits people at
their places to collect the zakah.

saib al-bahr Product of the sea, such as fish, amber and pearls. They are
a free, natural gift and fall in the category of public property.

al-saibah A property that has been abandoned by its owner without trans-
ferring it to someone else.

sa’is Lit: Stableman. Tech: The person who used to collect zakah on cattle.

al-sakk Lit: Order of payment. Tech: The term was in vogue during the
Muslim period. The sakk was a payment order on a banker with whom a
person had an account.
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salaf Lit: Advance payment; pre-payment, interest-free loan. Tech:
Interest-free loan for a specified period. Also used as an alternative term
for bai‘ al-salam, whereby an advance payment is made as price of the
specified goods to be delivered in the future at a specified date.

salam See bai‘ al-salam.

salam bonds A proposed financial instrument for borrowing funds by
government. The government can issue these bonds for supplying some
goods or services in the future (on the principle of bai‘ al-salam). The
bonds will be non-negotiable but they are denominated in physical quan-
tities rather than in money terms. The bond holder can return the bond
before time at par value and get the money back from the government.
The incentive for the bond holders will be that the government will agree
to provide the specified goods or services with a mark-down on the cur-
rent market price or in times of inflation at the current market price.
In the latter case, the government will not increase the price despite
inflation.

salam certificates A proposed financial instrument for raising funds by
the government. The government can offer to sell specified quantities of
a certain commodity at a specified price on the basis of bai‘ al-salam.
The government can use the cash immediately and supply the commod-
ity at a future date. The holders of these certificates can sell them in the
market at going market price of the commodity. To overcome the diffi-
culty of selling something which does not exist and over which a seller
does not have the possession, the sales contract can provide for a refund
of the sale price by the immediate seller and the original seller’s consent
to transfer his collection rights. The salam certificates once sold can be
re-purchased by a party, and this would not clash with the shari‘ah
restriction on trading debt for debt.

sales With reference to Islamic banks, it is an exchange transaction using
any of the Islamic instruments such as murabahah, salam or ’istisna .

SAMA (Saudi Arabian Monetary Agency) Established in 1951 as a
semi-independent institution, it is the central bank of Saudi Arabia. It
manages the Saudi monetary policy.
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al-samahah Lit: Magnanimity, generosity. Tech: Spirit of beneficence in
commercial dealings, especially among debtors and creditors. It is an
important economic value of the Muslim society. The Prophet exhorted
the Muslims to forego their claim from a debtor in part or in full and to
extend the period of payment if the latter was a victim of uneven
circumstances. In other commercial dealings also the give-and-take
should be done in a spirit of magnanimity.

al-saniyah Lit: Water scoop. Tech: Water scoop fetched by camels.
Produce of land irrigated by saniyah is subject to half ‘ushr (i.e. 5 per cent)
on the gross produce.

sard mursal A measure that conformed to an older authorized pattern.
’Imam Abu Yusuf recommended that the crop yield between landlord and
tenant be distributed by using sard mursal. The emphasis seemed to be
on the use of an authorized measure because it was nearer to justice.

al-sarf See bai‘ al-sarf.

al-sariqah Liz: Theft. Tech: Taking away the property of another in a
secret manner at a time when such property is in proper custody.

al-sawafT Public estates belonging to the crown. They were also known as
da‘iah al-‘ammah. Income from them accrues to the bait al-mal
al-‘ammah.

al-swa’im  Lit: Pasturing animals. Tech: Animals bred and pastured with
the purpose of increasing their stock. Not included in this category are
animals kept for riding, for work or for carrying of loads.

al-sawm  Lit: Offer for sale of a commodity. Tech: It implies distracting a
customer by offering a lower price or superior quality of an article; for
instance, two persons might agree on a deal for a certain price, but
another person intervenes and says to the buyer, ‘I can sell you the same
thing for a lower price’. In the present-day jargon, it may also include
under-selling a commodity or dumping goods in the market.
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service ’ijarah bonds A proposed Islamic financial instrument for meet-
ing budgetary deficit of government. The government can issue bonds to
its employees in lieu of paying them in cash for their services. The
employees could avail of certain services provided by the government at
cheaper rates. For example, a person holding the bonds will be able to get
admission for his dependents or anybody he wants at a prime educational
institution by paying concessional fees. These bonds can also be made
tradeable on the market. They will have a maturity date. They can be
made usable for specific services like education, health and for specific
institutions. But they can be made all-purpose bonds. The price of these
bonds will vary according to the supply and demand for various services
and maturity date of the bond.

sittiiq dirham  Lit: A coin without any redeeming quality. A coin of poor
quality. Tech: Relating to the law of mudarabah, no valid agreement can
take place with sittiig dirhams.

SER (shared equity and rent) An Islamic finance alternative to riba-
based home loan as practised by MCCA Ltd, Australia. The MCCA
joins a prospective home purchaser with equity. The total cost of pur-
chase is shared. The property is registered in the name of the client as
well as MCCA. The rent of the property is determined in the light of the
rent rates announced by the Australian Real Estate Institute periodically.
To these rates is added the average growth rate of rents over the last
15 years. The value of the property remains fixed throughout the period,
with the client having the option to purchase the MCCA share at the orig-
inal purchase price. Till then, he pays the MCCA rent in proportion to the
latter’s share in the property.

SESRTCIC (Statistical Economic and Social Research and Training
Center for Islamic Countries) Founded in 1978 as an organ of OIC,
and based at Ankara, the center, in cooperation with the IDB, Jeddah and
the Turkish Institute for Statistics aims to expand into a data bank in
which all data relevant to economic policy in the Islamic world would be
available. The center performs policy-oriented studies for experts and
ministerial meetings of OIC.

shafi® jar A person, who owns an immovable property adjacent to the
immovable property sold, has a right of preemption.
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shafi® khalit A participant in the immunities and appendages of immov-
able property sold, such as the right of passage of water or the right of
irrigation.

shaf1‘ sharik A person who is co-owner of some undivided immovable
property with another person or persons.

shahnah Relating to administration of ’igta‘ in India of the sixteenth
century AD. The shahnah performed the functions of an ‘amir who,
instead of the mugqta* (assignee), governed the khalisah areas.

al-sh‘trah  Lit: A grain of barley. Tech: Weight equivalent to 0.06 g and a
measure of length equivalent to 0.320 cm.

shared equity and rent See SER.

shartain f1 bai® Two conditions in a contract of sale. Such a sale is
affected when a vendor says, for example: ‘I sell cloth for one dollar in
cash and for two dollars on credit’. It may be presumed that the vendor
made two conditions not only on price but on other aspects as well. This
type of contract was banned by the Prophet.

al-shari‘ah  Lit: The way. Tech: The way of Allah as shown by the Qur’an
and the sunnah of the Prophet. It is generally spoken to mean the
Islamic law.

shari‘ah audit Audit of the operations of an Islamic financial institution
to assess the extent to which the institution adhered to the requirements
of the shari‘ah.

shari‘ah supervisory board See religious supervisory board.

al-shibr Lit: Span of the hand. 7ech: A measure of length equal to
12 fingers, or 9 inches or 23.1 cm.
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al-shirkah A contract between two or more persons who launch a business
or financial enterprise with the purpose of making a profit. See also
al-musharakah.

shirkah al->abdan Partnership between two or more persons in skill,
mental or physical labour only (without capital). They accept work jointly,
perform it according to their agreement and share the profit. This is also
known as shirkah al-san‘ah.

shirkah al-‘amal An alternate term for shirkah al-’abdan.

shirkah al-’amwal Partnership where each partner brings in some capital
in the form of money and all partners contribute their labour and skill,
agreeing to share profit or loss.

shirkah al-‘aqd Lit: Contractual partnership. 7ech: Two or more persons
may continue to carry on business on the condition that capital and profit
will be shared among them. This is distinguished from shirkah al-mulk,
which is partnership in joint property.

shirkah bila mal An alternate term for shirkah al-’abdan.

shirkah al-dhimam An association in which each partner shares in the
obligations incurred by his colleagues. This is a type of partnership in
which partners do not invest any capital but instead authorize each other
to buy on credit on the condition that each will be responsible for half the
cost of the other’s purchases and share in a like manner in the profit of
their resale.

shirkah fil ‘aml bi aidthima An alternate term for shirkah al->abdan.

shirkah al-jabr Partnership by compulsion. It comes into being if a per-
son purchases goods in the presence of a person who is a bonafide dealer
in the particular commodity and the dealer has reason to believe that the
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goods are being purchased for him as usual. The bonafide dealer will be
treated as a partner of the purchaser provided that the purchaser does not
declare in anticipation to have purchased the goods for himself.

shirkah al-‘inan A partnership agreement in which the partners may
have equal equity but unequal rights to profit, unequal equity with equal
rights to profit or unequal equity and unequal rights to profit. It compre-
hends mutual agency but not mutual surety. By virtue of this mutual
agency, each of them does not become liable for that which is owed by
his colleagues. Liability of partners towards third parties is several but
not joint; within the partnership, liability for obligations arising from
partnership affairs is joint. This principle covers all the transactions on
behalf of the firm in which members are free to engage.

shirkah al-mafalis Liz: Partnership of the penniless. 7ech: It comes about
when two or more people form a partnership without any capital and buy
merchandise on credit and then sell it. Also known as shirkah al-wujiih.

shirkah al-milk Lit: Proprietary partnership. 7ech: A proprietary part-
nership occurs when two persons inherit or purchase something together.
Neither of them is permitted to dispose off the other’s portion except with
the other’s permission. Each of them is considered a stranger in regard to
the other’s portion. If the property is divisible and the partners still decide
to stick together, the partnership is termed shirkah milk al-ikhtiyariyah.
However, if it is indivisible and the partners are constrained to stay
together, the partnership is termed as shirkah milk al-jabariyah.

shirkah al-mufawadah A contract of partnership in which all partners
are equal in respect of equity, and have right to conduct business for cash
or credit. All of them are mutual agents and mutual sureties for one
another. They can agree to unequal ratios of profit but the liability to
share losses remains equal.

al-shirkah al-mutanaqisah Lit: Diminishing partnership. 7ech: A con-
tract of partnership in an income-generating asset or venture, according
to which one partner ends up owning that asset or venture at an agreed
time schedule. One form of a ‘diminishing partnership’ is where the
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bank’s share is sold to the other party at a nominal value utilizing the
income generated from the asset itself.

shirkah al-san‘ah See shirkah al-’abdan.

shirkah al-tadamun A contract of partnership among two or more part-
ners who share liabilities of the business created by any one of them.

Shirkah al-Takaful al-’Islamia Bahrain A subsidiary of Dar al-Mal al-
’Islami. Its main objective is to conduct Islamic insurance business.
Started operations in late 1984. Paid-up capital, US$ 10 million.

shirkah al-taqbil A form of shirkah al-’abdan in which artisans join
together in partnership on the condition that they would accept orders
from customers concerning their trade and skill jointly and share income
from the trade. It is also known as shirkah al-taqabbul.

shirkah al-tausiyah al-basitah A partnership agreement in which one
partner assumes unlimited liability of the business debt while the other
partner remains liable to the extent of his own capital.

shirkah wa mudarabah A term of the Hanbalite jurisprudence, imply-
ing a situation where a financier provides funds to an on-going firm on
the basis of mudarabah. Other schools of jursiprudence call it
mudarabah.

shirkah al-wujiith Partnership between two or more persons carrying on
business on credit only (without investment of capital). They purchase
goods on credit on the basis of their goodwill and then sell them and try
to make profit.

al-shuf‘ah  Lit: Right of preemption. 7ech: Acquiring a vendor’s property
at the price for which the vendor has sold it. The right of preemption is a
power of possessing property that is for sale. It applies only to immovable
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property. It appertains in the first place to the co-sharer or partner in the
property; second, to a sharer in the immunities and appendages of the prop-
erty such as the right to water or to road; and third, to neighbours.

al-shuhh Lit: Stinginess, avarice. Tech: Petty-mindedness in inter-personal
relationships. Shuhh leads one to selfishness, callousness and to dispro-
portionate love for wealth.

al-shukr Lit: Gratitude. Tech: A value of the Muslim society by virtue of
which an individual acknowledges the bounties of Allah and expresses
gratitude by speech or action. It includes making proper use of one’s
abilities and resources. Their improper use contradicts shukr and is
termed as kufr.

al-si‘ar al-ma‘rif See thaman al-mithl.

SIBER (School of Islamic Business and Research) Based in India, an
online school that imparts education in Islamic finance and economics.
It has launched an Internet information service in collaboration with
Muslimsonline.com. The Internet address is: http://www.muslimsonline.
com and http://islamic-finance.net. The Internet service is for discussion
of issues relating to Islamic finance. One can subscribe to the service
free of charge by visiting any of the above-mentioned addresses.

SIC (specific investment certificate) A proposed instrument of Islamic
banking, the certificates offered by commercial banks to savers. These
certificates would carry name of an enterprise in which the value of the
certificate would be invested. They would be exactly like stocks held by
a member bank for a particular customer. The advantages include: use of
bank’s expertise and its block-vote as a representative of more than one
stock holder.

SID (specific investment deposit) A type of investment deposit accepted
by some Islamic banks. The client specifies the project or business in
which his funds should be invested. The account of each deposit is kept
separate from others and the bank shares in the profit of each deposit. The
bank acts as an agent of the client and accepts no liability for the loss.
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al-sikkah Originally, it meant a ‘minting die’ to test the fineness and
weight of the coin. The same word subsequently came to be used for the
mint as an office providing for and checking these marks.

al-sil’‘ah Commodity.

al-simsar Lit: Middleman. Tech: One who sells on behalf of others.

sipahi A state official appointed by the Ottoman rulers on conquered
lands for the administration of land. He was responsible for renting the
state land on behalf of the ruler. He collected the rent and deposited into
the public treasury. He could punish the tenants if they defaulted from
cultivating the land and could cancel the contracts in certain cases. After
1858, the position of sipahi was abolished. This was replaced by the state
appointed multazim and muhassil.

special finance house An alternate term for Islamic banks used in
Turkey. Special finance houses in Turkey are not subject to the prevail-
ing Banking Act. They are neither allowed to use any reference to Islam
nor are they allowed to appoint any shari ‘ah supervisor.

special musharakah certificates against existing public sector
enterprises A proposed financial instrument for government to raise
funds for operating and maintaining existing public sector enterprises.
The certificate holders will join the musharakah with their cash while the
government’s capital will consist of net worth of the enterprise. The
profit sharing ratio can be determined in any manner but the losses
would be shared according to capital. The certificate holders would be
able to sell them in the market at going rates.

specific investment certificate See SIC.

specific investment deposit See SID.

specific mudarabah A mudarabah contract with one specific purpose or
objective.
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specific provision With reference to Islamic banks, it is an amount set
aside to reflect an estimated impairment of value of a specific type of
asset. In the case of receivables, the amount is that required to write down
the asset to its cash equivalent value, namely the amount expected to be
collected. In cases of financing and investment assets, it is the amount
needed to write the asset down to cash equivalent value if this is lower
than the cost. See also general provision.

SPTF Abbreviation from Malay language Skim Perbanken Tanpa Faedah
meaning interest-free banking. This is a scheme which the Government of
Malaysia sponsored in 1993 for encouraging the conventional banks to
operate Islamic banking side by side with interest-based banking. In March
1995, as many as 39 financial institutions were participating in this scheme.

SSB  See religious supervisory board.

Statistical Economic and Social Research and Training Centre for
Islamic Countries See SESRTCIC.

al-su‘at Zakah-collectors, especially on animals and on agricultural
property.

sub-mudarabah A form of mudarabah where a worker (mudarib) may
advance goods or capital to a third party on the basis of mudarabah sub-
ject to the condition that the original owner of the capital allows such an
arrangement specifically or has allowed an unconditional discretion to
the mudarib. Thus, a second level mudarabah comes into being.

siid (Urdu) Lit: Gain or profit. 7ech: Interest on capital borrowed. It has
been used interchangeably with ribg in Urdu literature on Islamic
economics and figh.

Sudanese Islamic Bank The Sudanese Islamic Bank, established in 1982
with an authorized capital of US$ 20 million as public limited company,
commenced business in May 1983.
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al-suftajah A type of banking instrument used for the delegation of
credit during the Muslim period, especially by the ‘Abbasids (AD 750—
945). It was used to collect taxes, disburse government dues and transfer
funds by merchants. It was the most important banking instrument used
by traveler merchants. In some cases suftajahs were payable at a future
date and in other cases they were payable on sight. Suftajah had certain
distinctive characteristics. First, a sum of money transferred by sufiajah
had to keep its identity and payment to be made in the same currency.
Exchange of currencies could not take place in this course. Second,
suftajah usually involved three persons: ‘A’ paid a certain sum of money to
‘B’ for agreeing to give an order to ‘C’ to pay it back to ‘A’. Third, a suffa-
Jjah could be endorsed. The Arabs had been using endorsements (hawalah)
since the days of the Prophet. See also al-tamassuk.

al-suhbah Official designation for informal business co-operation or
‘companionship’ during Fatimid (AD 969-1171) and ’Ayubid (AD
1183-1260) Egypt. Merchants of lesser stature were known as sahib or
companion of a merchant or firm of a greater reputation.

sukhra Lit: Forced labour. Tech: Any form of service derived from a
human being or animal or machine without paying compensation.

sukiik al-’ijarah A financial instrument issued in an ’ijarah financing
arrangement. The investors provide funds to a lessor (say, an Islamic bank).
The lessor purchases an asset and rents it to the lessee. The lessee agrees
to pay the rent in periodic installments. The sakuk al-’ijarah are attached
to instruments issued by the lessor in favour of the investors. These sakuk
entitle the investors to collect rental payments on their funds from the les-
see direct. These sakiik can also be made tradeable in the stock exchange.

sulh fai’ The wealth that accrued from the enemies to Muslims without
fighting. It was not divided among the Muslims as was ‘anwah fai’,
obtained by fighting and divided among the warriors as war booty. See
also al-ghanimah.

sunnah The way of the Prophet Muhammad (Allah’s peace be upon him)
taught by him verbally or practically.
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syarikat takafol Malaysia sendirian berhad Islamic Insurance
Company Malaysia Limited. Established on 29 November 1984, with an
authorized capital of $ 100 million and paid-up capital of $ 10 million, it
was a subsidiary of Bank Islam Malaysia. The bank held 87.15 per cent
of its equity. Other sharecholders were the Islamic Religious Councils,
Bait al-Mals of the States of Trengganu, Pahang, Perlis, Negeri
Sembilan, Melaka and the Federal Territory. It operated two types of
insurance policies: the family takaful and the general takaful. The former
provided plans that were long-term mudarabah contracts, and provided
savings as well as insurance cover. The latter provided security against
material loss of damage.

T

al-ta‘awun Lit: Cooperation. Tech: A basic norm of Islamic society. It is
the basis of various economic relationships. For example, relationships
between customer and merchant, capitalist and consumer, labourer and
entrepreneur, and among individuals, institutions and the state are based
on the concept of cooperation and not on conflict.

al-tabarru‘ Lit: Gift, donation. Tech: Relating to the law of mufawadah
partnership, it means the right of complete and unfettered disposition
over joint property. This right has not been conceded by the jurists to any
partner. However, one has the right of tabarru‘ with personal property.
See al-tasarruf.

al-tabdhir Lit: To squander, waste or dissipate. 7ech: Spending on
objects which have been explicitly prohibited by the shart ‘ah irrespective
of the quantum of expenditure.

al-tab1® Relating to the nisab of zakah a one-year-old calf of the cow.

al-tabkhis To decrease the quality or quantity of a product offered for
sale at the original price.
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Tabung Haji Incorporated in 1962 in Malaysia, it is a saving and invest-
ment organization. It collects household savings, mainly for the purpose
of hajj and invests them in construction, food, manufacturing, pharma-
ceuticals, plantations and services. The savers get a share in the profit.
They can withdraw their money any time for any purpose, other than /ajj
as well. Tabung Haji provides all the hajj services in Malaysia and
Saudi Arabia. In 1991, it had over 2 million depositors, fixed assets worth
US$ 750 million, 84 branches and investments worth M$ 1.6 billion.

Tadamun Islamic Bank Sudan Incorporated on 24 March 1983
in Khartoum. Besides the head office, there were 20 branches in the
Sudan by the end of 1998. Authorized capital, US$ 50 million; paid-up
capital, US$ 13.4 million. It had three associated companies: Tadamun
Real Estate Company, Tadamun Trading Company and Tadamun
Agricultural Company.

al-tadlis In a contract of sale, hiding defects of a commodity from its
potential buyers.

al-tahjir Liz: To build a stone-fence, a wall or something similar on land.
Tech: To clear rocks off the land, leveling the ground, building water
canals, pulling out weeds and irrigating.

tahsiniyat Lit: Decorations. Tech: Conceived in a hierarchy, refer to those
things which are at a tertiary level, after basic necessities (dariiriyat —
primary level), and conveniences (hdjivat — the secondary level). The
tahsiniyat are a source of comfort, facility and ease in life. The shari‘ah
considers them as desirable but in case of trade-off between the
tahsiniyat and hdajiyat, the former will be foregone.

al-tajir al-muqim A resident merchant. See al-tajir al-safar.

al-tajir al-safar During medieval times, a merchant who travelled in
connection with his business. The Muslim merchants travelled along
ocean and land routes with merchandise. See al-tajir al-muqim.
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al-takafu’ Lit: Equality. Tech: Principle of proportionality in the Malik1
law of partnership, requiring distribution of profit and liability to corre-
spond to various components of investment.

takaful (also takafol) Liz: Mutual or joint responsibility; solidarity;
mutual agreement. Tech: An alternative of the contemporary insurance in
the Islamic framework. Conceptually, a group of persons agree to share
the risk of damage by collecting a specified sum from each. In case of
loss to anyone of the group, the loss is met from the collected funds. The
individual contribution is calculated using the conventional methods of
actuarial sciences. The collected funds are invested in Islamically
permissible ventures until a part of them is needed to meet an individ-
ual loss. The profits or losses from investments are shared by the
members in proportion to their capital. Expenses of the fakaful are
also debited to the collected funds. An individual buying this policy
enters into a contract of mudarabah with the takaful company. Each
instalment paid by him is divided into two accounts: The Participant’s
Account and The Participant’s Special Account. The former is meant for
investment while the latter is a contribution to a mutual fund of the
company meant to pay takaful benefits to fellow participants in case of
need. If the participant dies before the maturity, he gets the value of the
policy along with any surplus earned on his contribution. In case of sur-
render or withdrawal from the takdful plan, the participant is entitled to
benefits as agreed to in the contract. In case a participant lives to
maturity, he gets value of the policy and also any surplus earned on
his capital.

al-takathur Lit: Plenty, abundance. Tech: In the Qur’an (102: 1), the
word is used to mean one’s obsession with worldly possessions, with
wealth, strength, position and the like, things that make people selfish
and forgetful of their duties to God and to fellow beings.

takhmis Liz: To divide into five parts. 7ech: Taking one-fifth of the booty
of a battle by the state.

al-takhris An alternate term for al-khars.
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al-takmilah Relating to the fiscal law of medieval Islam, it refers to addi-
tional charges on the landholders who stayed in a village to make up
for the payment of those who deserted the land or died. This was a
consequence of collective assessment of land tax.

talaqql al-jalab  One of the commercial practices of early Arabia. Traders
would, on hearing of a merchandise caravan, proceed out of the city to
meet the caravan on the way for buying the entire merchandise. This,
they would sell in the city market at higher price.

al-talji’ah  Lit: Refuge, shelter. Tech: Common in Iraq of ’Umayyads (AD
661-750) and ‘Abbasids (AD 750-945), it refers to circumstances of a
weak person committing his land to the protection of a strong citizen
against foreign troops, bandits or government tax-collectors. This was
also known as himdayah or khafarah. The feudal lord would collect tax
from the person seeking talji ‘ah who acted as a muzar ‘ah. This tax often
covered government dues plus the feudal lord’s share for providing the
distributed among the courtiers. The government always felt threatened
by the power of the feudal lords but had to live with this evil.

al-tamakkun Lit: Power, authority, ability. 7ech: Qur’anic usage for
political stability and economic prosperity. Economic development with-
out political solidarity is not conceivable. Therefore, a/-tamakkun may be
an alternative term for economic progress and stability.

al-tamassuk Lit: A written commitment. Tech: 10U, a credit document. It
is also known as al-suftajah.

al-tamlik Lit: To make someone the owner of property. 7ech: Used in the
context of zakah. The Hanafite school of jurisprudence contends that the
only legal form of zakah expenditure is the transfer of funds to poor per-
sons so that it becomes the property of those people. The implication of
this condition is that zakah cannot be used for purposes where such
personal transfer of funds is not possible.

al-tana’ah See al-tunna’.
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al-tanajush Liz: Concealment, rousing and chasing the game for the pur-
pose of snaring it. Tech: In business transactions, this term means to
demand the sale of an article of merchandise for more than its price, not
meaning to purchase but only to ensnare the innocent buyer. It is also
known as bai* al-najash.

al-tana‘um Indulgence in luxuries, a mode of behaviour discouraged
by Islam.

al-tandid Liz: Derived from nadd, which means hard cash. 7ech: Relating
to a contract of mudarabah or musharkah, it refers to liquidation of all
real assets immediately before calculating the profit.

al-tandid al-hukmi Relating to contract of mudarabah or musharakah,
a proforma estimation of the share of profit or loss from the on-going
business without liquidating it and on the basis of information available
from the books of account.

tapu The Turkish system of granting lands to cultivators introduced by the
law of 1858. The mir1 lands were granted directly to cultivators together
with a land deed or fapu. The holder of a fapu was entitled to cultivate the
land as he pleased, and was free to pledge or alienate it provided he
received the express permission of the state. On his death, the land passed
on to his lawful heirs without the necessity for a new lapu to be granted.
If the possessor died without heirs, the land passed to inhabitants of the
village. The permission of the state was also necessary before the holder
could build houses or plant tree on his land. In return, the holder was
obliged to make a payment to the government at the time of the original
grant and was also liable to the rule of the shari‘ah whereby the holder
was dispossessed if the land remained uncultivated for three years.

taqabud Lit: To possess. Tech: In an agreement of sale, to take delivery
of the object of sale and to pay its price.

taqsts A term used during the Ottoman period for debasement of cur-
rency by lowering gold or silver content of the coin. It was followed by
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individuals as well as by the government. It was devaluation of the
currency, in effect and was often resorted to meet the shortage of money
supply, which was constrained by the availability of metals.

al-tarij Pertaining to fiscal administration of the ‘Abbasids (AD
750-945), it referred to a register like the present-day ledger account of
an individual tax payer. It had several columns relating to various taxes
such as land tax (kharaj), poll tax (jizya), pasture tax (mar‘d), tax on
meadows (muriij), receipts (bara’), and the balance (bdgqi). It also
showed the charges of the tax collector.

al-tarikh See al-taswigh.

al-taraf Lit: Indulgence in luxuries. 7ech: Pride, arrogance and disregard
for proper rules of conduct caused by possession or enjoyment of worldly
riches. See al-rafah.

al-tasarruf Relating to the law of partnership, it means the partners’ free-
dom to dispose off joint property within the contractual framework. See
al-tabarru‘.

taslim Relating to contract of sales, refers to delivery of goods and
payment of price or either one of them.

al-tassabub  See al-hawalah.

al-tasawum See al-sawm.

al-tasbil An alternate term for al-waqf.

al-tas‘ir  Lit: To regulate prices. Tech: The power of the state to fix, control
or determine prices of goods in the market. It also includes regulation of
profit, wages and rents by the state.
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tas‘ir al-’ujrah Fixing of wages for labour in the private sector by
the state.

al-tashrik  An alternate term for al-muzar ‘ah.

al-tasq Tax levied on different cereals on the basis of land measurement.
Also a tax levied on newly created opportunity.

al-tasriyah See al-musarrah.

al-tassij A weight measuring 0.25 danig, equivalent to 0.1247 g.

al-taswigh Grants and fiefs enjoying reductions on yearly taxes.
Alternate terms are: al-hatitah and al-tartkh.

al-taswiyah Lit: Equality. Tech: The basic principle of distribution of fai ‘
followed by Abu Bakr. He distributed the fai ‘ at an equal rate among all.

al-tatf1f Lir: Weighing short. Tech: By implication applied to the act of
an employee who cheats on working hours by coming late or leaving his
job early without due permission of the employer.

al-tawhid Lit: Oneness of God. Tech: God is one and does not share any-
thing with anybody, neither in personality nor qualities. Belief in tawhid
is fundamental to Islam, and the value system of Islam is based on
this belief. It affects economic behaviour of the Muslims in a number
of ways.

t‘awld Lit: Replacement; substitution. 7ech: Monetary or non-monetary
payment to compensate for a harm or injury caused to the payee.
Examples are: usurping, destroying someone’s property or causing
a physical injury. The person at fault is required to compensate the
injured party for the damage thus caused. The amount of compensation
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depends on the nature of harm or injury and sometimes would involve
adjudication.

tawkil al-’iqrad Lit: Authorization to lend. Tech: Authorization to lend
cash in a contract of mudarabah for the mudarib or the working partner.

tawkil al-’istiqrad Lit: Authorization for raising a loan. 7ech: In a con-
tract of mudarabah or shirkah, the rabbul mal or the other partners may
authorize the mudarib or working partner to raise a loan in cash for the
business over and above the capital.

al-tawqi® Lit: Signature. Tech: A banking instrument of the medieval
Muslim period. A payment order to draw money from a bank.

al-tauzif Liz: Employment. 7ech: Appointment of a person to collect
khardaj or to undertake trade.

al-tawakkul Lit: Trust, confidence. Tech: Trust in God for results after
one has provided all material resources. It also means confidence in the
help from God in all matters. It is one of the important values in the
Muslim society. It is often confused by Western observers with fatalism
and thought to be a cause of underdevelopment of the Muslim countries
but its real significance is just the opposite. It invites uninhibited effort
to explore all avenues in the hope that God’s help shall come.
Al-tawakkul inculcates enterprise rather than fatalism.

al-tawarruq A sales contract in which the buyer obtains merchandise on
credit and then sells it at a loss to the original seller for cash. The
purpose of such a transaction is to get cash and not to do business. It is
condemned as a trick to give or to get an interest-bearing loan.

al-tayibat Lit: Good things, good and pure things. Tech: Used in the
Qur’an for the consumer’s goods provided to human beings. The concept
carries with it man’s responsibilities to God and other human beings for
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the use of these good things. It excludes the haram goods from its
domain.

TFC (term finance certificate) A financial instrument developed by
banks in Pakistan to replace the Participatory Term Certificates (PTCs).
The TFCs are issued for different denominations and different maturities.
They are supposed to be an Islamic alternative for the long-term interest-
bearing debentures. The TFCs carry a pre-determined rate of return
which is quite similar to the rate of interest.

al-thaman Lit: Price, cost, value. Tech: Price of an article as agreed by
the buyer and the seller in a contract of sale. (It may be different from the
prevalent market price.)

al-thaman al-’ajil The sale price of a commodity that is paid in cash at
the time of a sale deed.

thaman al-mithl Prevalent price in the market. Relating to the concept of
tas ‘ir, al-thaman al-mithl is enforced by the state in case someone
unjustly charges a higher price.

al-thamaniyah The characteristic of a thing that makes it good for using
as money. Many jurists regard this characteristic as the primary reason of
prohibition of riba al-fadl in the exchange of such a thing.

al-thamarah al-baqiyah Relating to the law of zakah, fruits that do not
rot for a major part of the year without artificial conditioning.

thaniyu Tech: Relating to the law of zakah, it refers to a lamb of one year,
a cow of two years or a camel of five years. It is also referred to as
thaniyah.

thunyah Making an undefined exception in a sale deal. For example, the
seller may say that ‘I sell to you the whole lot except a few items’ without
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defining what he means by ‘a few items’. The Prophet has prohibited from
such deals.

al-tibr Lit: Metal ore, gold dust, gold nuggets. 7ech: Relating to the law
of zakah, gold or silver not cast into ornaments or utensils.

tijarah Buying something with the intention of selling it for profit,
whether the profit is realized or not. This is distinct from bai‘, which
involves exchange of a valuable (mal) with another valuable, not neces-
sarily with the intention of making a profit. But both the terms are often
used interchangeably to denote sale transactions.

al-tijarah al-gha’ibah Lit: Absent trade. Tech: Long-distance trade or
trade in a town other than the one in which a trader resides. See also
al-tijarah al-hadirah. The Muslims are regulated by a sense of ‘ukhuwah,
brotherhood and fraternity.

al-tijarah al-hadirah Lis: Present trade. 7ech: Local trade, also used for
day-to-day dealings among businessmen. It is not necessary to record the
credit transactions in such cases. See al-tijarah al-gha’ibah.

al-timar See ’ard al-timar.

tiraz In the tenth century al-Andalus, a silken fabric embroidered with
the name of the ruler in whose reign it was made, date and place of manu-
facture and the Qur’anic inscriptions. Production and export of firdz was
strictly regulated and the quality was overseen by the government
appointed official sahib al-tiraz. It was not a trade item. But the rulers
used it to present gifts to other rulers all over the Muslim world in that
period.

al-tirazah Lit: A device made use of in a sluice that distributes water in
definite standard units according to the common agreement of the
owners and according to their rights. Tech: Al-tirazah was employed as
a method in the assessment of al-misahah in the ‘Abbasid period
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(AD 750-945). It was a method of making an equitable assessment of
land tax, keeping in view fertility of the soil, its facility for irrigation and
the category of its crop.

transferable ’ijarah warrants A proposed financial instrument for the
government. The government can issue these warrants in favour of private
parties, giving them the right to develop such assets as rivers, waterways,
motor ways, minefields, dams, etc. These parties can develop these assets
and then avail of the usufruct for a limited period (say 20-30 years) to
reclaim their costs. During this period, the assets will remain leased to
these parties and the government will get a certain flow of income from
them. The holders of these warrants will be able to sell them in the mar-
ket at the going market price that will be a function of the income flow-
ing from these assets. After the lease period, the assets will return to the
government. These warrants are also termed as ‘transferable ’'Ijarah
Warrants with Build Operate Transfer Arrangement’. Another variant of
the warrants is as follows. It is possible that a legal entity is brought into
being for collecting the funds by sale of these warrants and then develop
the asset. In this case the financiers would only be buying the rights to
the usufruct of the asset by agreeing to pay the capital cost as well as
maintenance cost in instalments. These instalments would be considered
as rent of the asset for a specified period. The holders of the asset would
be able to recover their investment by selling the usufruct of the asset,
such as electricity of a hydroelectric dam. The holders of the warrants
would be able to trade them in the market at the going price. This
variant of the warrants is called Transferable ’ljarah Warrants with
Finance—Lease—Transfer Arrangement.

transferable ’ijarah warrants with finance—lease—transfer arrangement
See transferable ’ijarah warrants.

transferable ’ijarah warrants with build operate transfer arrangement
See transferable ’ijarah warrants.

triple mudarabah A proposed mechanism to integrate cash wagfs into
Islamic banking business. The cash wagqf fund, pooled by various persons
willing to donate their funds, acts as rabb al-mal. The first mudarib is the
Islamic bank. It also functions as a trustee of the cash waqf fund. The
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second level is the various mudarabah companies, who act as mudaribs
and the Islamic bank acts as rabb al-mal for these companies. The third
level is that of the entrepreneurs, who act as mudaribs and the
mudarabah companies act as rabb al-mal for them.

trust deposits Deposits with Islamic banks as trust from savers. The
Islamic bank can use these funds for profitable purposes at its own risk.
The depositors have the right to withdraw the amount without notice but
they have to pay service charges for keeping the funds in the bank.

tujjar musafirin A category of merchants in the thirteen century al-
Andalus who travelled across the borders between the Christian and the
Muslim regions with inexpensive household articles. They were also
called tujjar mutajawilin.

tujjar mutajawilin Liz: Wandering merchants. See tujjar musafirin.

al-tu‘mah Lit: Food grant. 7ech: Entitlement to receive food grant from
a piece of land during one’s lifetime. For example, from the lands of
Fadak, the Prophet and his family were entitled to a food grant during his
lifetime, after which these lands reverted to bait al-mal.

al-tunna’ A class of landlords during the ‘Abbasid period (AD 750-945),
who were mostly absentee landlords, leaving management of their estates
to their deputies. They often acted as contractors for tax collection and
their riches accrued more from this latter activity. They were also known
as al-tana’ah.

two-stage murabahah A financing facility followed by Islamic banks
whereby a syndicate of banks provides funds to an agent bank on the
basis of murabahah for trade in a particular item. The agent bank extends
funds on the basis of murabahah, again, to business firms for actual
purchase of goods and services.

two-tier ’istisna‘ A sale agreement in which the prospective buyer asks the
bank to manufacture a certain equipment with well defined specifications.
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The price in this first contract is deferred. The bank engages a specialized
manufacturer to manufacture the equipment according to buyer’s required
specifications. Payment of price to the manufacturer may be gradual, if
he needs finance at the production stage.

two-tier mudarabah A system of mudarabah being used by the Islamic
banks. The savers enter into a mudarabah contract with the bank. In
a second mudarabah contract, the bank provides finance to entrepre-
neurs. The profit of loss in the second contract is shared by the bank and
the entrepreneurs. The bank shares its profit or loss from the second
contract with the savers.

two-window model A model of Islamic banking in which the bank main-
tains 100 per cent reserve of all current account deposits and zero per cent
reserve of all investment deposits.

U

UIF (unit investment fund) Established by the IDB Jeddah in 1990,
aims at mobilizing investible funds from the market, particularly the
funds of the Islamic institutional investors, by making periodic offers for
subscription to the fund. The UIF is a closed-end shari ‘ah-compatible
mutual fund. The bulk of its investment is in leased assets, which is
acquired mostly from the prime assets in the IDB portfolio. The fund
responds to three needs of the shari ‘ah counterpart of the international
capital market: (i) it offers a high grade Islamic medium of investment;
(i1) it serves as a vehicle for securitization of the Islamic banks’ assets;
(iii) it offers more depth to the Islamic capital market.

’ukhuwah Lit: Brotherhood, fraternity. 7ech: The inter-relationship of
Muslims in the society are regulated by a sense of ‘ukhuwah. 1t is the
basis of mutual benevolence in the society. Some of the economic rela-
tions are also governed by ‘ukhuwah.

al-‘umra Grant of land or property by state or by an individual free of
cost, along with rights of ownership. Al- ‘umra are unencumbered grants,
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which the descendants of the grantee inherit as any other property. But
in certain cases, the donor may condition its use by the donee during the
latter’s life-time. In such a case, the gift is inherited by the donor and
his heirs and is not passed on to the heirs of the donee.

unit investment fund See UIF.

unit value See UV.

unlimited period investment deposit A type of investment deposit
accepted by some Islamic banks. The period for deposit is not specified
but consists of slots of 3 months. After every 3 months, the period is
automatically renewed until the depositor notifies his intention of not
renewing it. The profit or loss accruing to these deposits is calculated at
the end of financial year of the bank.

unrestricted investment account Relating to Islamic banking, refers to
an investment account where the account holder authorizes the Islamic
bank to invest the account holder’s funds on the basis of mudarabah
contract in a manner which the Islamic bank deems appropriate without
laying down any restrictions as to where, how and for what purpose the
funds should be invested. Under the arrangement the Islamic bank can
commingle the investment account holder’s funds with its own funds
(owner’s equity) or with other funds the Islamic bank has the right to use.
The investment account holders and the Islamic bank generally participate
in the returns on the invested funds.

’iiqiyah  Lit: A weight of varying magnitude. 7ech: Equivalent to
40 dirhams or 11.903 g. It is known as ’iigivah al-fiddah in distinction to
‘ilqiyah al-"ashya’, which is equal to 7.5 dirhams or 23.782 g.

’liqiyah al-’ashya’ See ’uqiyah.

’liqiyah al-fiddah See ’iiqiyah.
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al-‘urf Relating to the sources of Islamic law, it is the custom and the
usage of a particular society.

al-‘uriid Lit: Merchandise, stock-in-trade. Tech: Jurists apply this term in
different connotations: (i) sometimes it is applied to everything except
cash; (ii) sometimes it is applied to everything except cash, eatables,
garments and immovable property; (iii) sometimes it is applied to every-
thing except cash, measurables, weighables, animals and immovable

property.

‘uriid al-qinyah See ‘uriid al-tijarah.

‘uriid al-tijarah Lit: Goods for sale. Tech: Relating to the law of zakah,
it refers to assets manufactured or purchased for making a profit by
reselling them. They are subject to zakah. They are distinct from ‘uriid al-
qinyah which are kept for personal or business needs of the owner. They
are exempt from zakah.

al-‘ushr Lit: One-tenth. 7ech: A tax on the agricultural produce of land
levied on the Muslims at the rate of 10 per cent if the land is irrigated by
rainfall and at the rate of 5 per cent, if the land is irrigated artificially.
‘Ushr is not levied if there is no produce. It is also known as zakah
al-"ard. The zakah is levied on movable property if it remains in one’s
possession for one year, but the ‘ushr is payable on each crop. The ‘ushr
is payable on the produce of the land even if the owner is a minor or a
lunatic. The ownership of land is not a condition for ‘ushr because it is
payable on wagqflands as well as on the produce of the land being tilled
under a contract of muzar ‘ah. It is levied on the gross produce. The cost
of the produce is not set off from the produce for assessment of the ‘ushr.
The ‘ushr revenues are usually spent on those accounts on which the
zakah is spent. See also al-zakah.

al-‘ushiir  Lit: One-tenth. Tech: Al- ‘ushiir were imposed on goods of mer-
chants who came to the Muslim lands from non-Muslim countries which
had no treaty with the Muslims. Eventually, al- ‘ushiir were extended to
all the caravans, whether for internal or external trade, and to Muslim and
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non-Muslim merchants. For a Muslim merchant, al- ‘ushiir were the same
as 2.5 per cent annual zakah on merchandise. A non-Muslim subject
(dhimmi) had to pay double of what a Muslim would pay, whereas a mer-
chant from a foreign country which had no relations with the Muslims
had to pay double of what a dhimmi would pay. It used to be an impor-
tant source of revenue for the Muslim state.

‘ushr al-tijarah Lit: One-tenth of trade. Tech: A 10 per cent duty on all
commercial imports by non-Muslims into the land of Islam. This was in
vogue during the early Muslim period. The Muslims were exempt from
this duty, if they imported anything into the land of Islam on the consid-
eration that they were liable to pay zakah.

UV (unit value) Used by special finance houses in Turkey, it is a sort of
share-price index reflecting profit or loss developments in a given pool
of participation deposits. It involves a week-by-week comparison of the
total asset value (net worth) of a given pool, and changes as profit or loss
is recorded to the pool. Weekly calculation and announcement of UV
allows participation account holders conveniently to follow up the per-
formance of the pool in which they have invested. By multiplying the
weekly announced UV with the account value (a coefficient indicating
the relative participation share of an individual account in a given pool
of participation funds, written on the participation account certificate),
an account holder is able to know the outstanding value of his partic-
ipation account. The profit-and-loss participation deposit funds managed
by the special finance houses are in the nature of open-ended mutual
funds.

\%

VAP (value-added participation) This concept has been given by some
economists to replace PLS as a basis for Islamic banking. It is contended
that VAP would be nearer to justice and would give greater stability to
the profits of the banks. However, its permissibility under the shari ‘ah is
doubtful, because under this concept the bank would be able to get
a return in any case. VAP means that the bank would provide funds for
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a business on the condition that the bank would get a fixed percentage of
the value added by the borrower as a return. The value added would be
calculated by: (i) gross turnover less purchases and services; or (ii) wages,
salaries and pensions plus interest on capital plus taxes plus dividends
plus depreciation plus retained profits. Thus, value added can never be a
negative figure. The bank would always get a return. The concept has only
changed the predetermined rate of interest to a variable rate of interest.

variable dividends securities A proposed Islamic financial instrument to
be issued by central bank. The holders of these securities would be entitled
to profit or loss arising from the domestic operations of the central bank on
the basis of daily product of capital deployed by the bank from its own
sources and the amount of funds received through the sale of securities.

venture capital firm Referred to for investment on the basis of
musharakah, a venture capital firm manages funds provided by investors
and directs it to the most promising ventures in the form of equity. The
firm provides financial and strategic assistance to the recipient company
and actively participates in its management. The support continues until
the venture materializes, at which stage an outside investor might be
interested in owning the company, or it might be able to go public.
Returns are then distributed back to the investors.

W

wad* al-jawa’ih  The amount of discount or commission that a landlord
is required to grant to the tenant in case some calamity befalls the
crop and the tenant is put to abnormal loss. The Prophet instructed to
grant a proportionate concession in rent to such an unfortunate tiller of
the land.

al-wadi‘ah Resale of goods with a discount on the original stated cost.
Also used in relation to redemption at discount of a debt before the
maturity date.
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al-wadi‘ah Lit: Deposit, trust. Tech: A contract whereby a person leaves
valuables as a trust for safe-keeping.

al-wadai‘ A comprehensive term expressing all taxes.

al-wadi‘ah bil ‘ajr Lit: Deposit for fee. Tech: A form of contract where
a person deposits a sum with another person on payment of a fee for safe-
keeping, with permission for the trustee to make use of the amount if
needed. The trustee is held responsible for any loss in the amount
deposited.

al-waibah A dry measure equal to 5.5 s@°, prevalent in early Muslim Egypt.
According to Hanafites, it is equivalent to 17.938kg or 18.491 litres,
whereas other jurists consider it equivalent to 11.946kg or 15.114 litres.

al-wakalah Lit: Representation, agency. Tech: Contract of agency in
which a person delegates his business to another and substitutes the other
in his own place. The latter is called the wakil, or agent, and the former
is called muwakkil, or principal.

al-waqf Lit: Detention. Tech: Appropriation or tying up of a property in
perpetuity so that no proprietary rights can be exercised over the corpus but
only over the usufruct. The wagq fproperty can neither be sold nor inherited
or donated to anyone. Al-awqaf consisted of religious foundations set up
for the benefit of the poor. Conceived in such a way, administration of the
wagq f, together with the salary that it involved, was often reserved for the
founder and his family until the founder’s line of descent became extinct.
They were often set up as an indirect way of avoiding too strict a division
of the property under the the Islamic law of succession, retaining it for the
male members of the family in undivided form.

al-waqf al-’ahli Private trusts instituted for the benefit of family
members. See also al-waqf.

al-waqf al-‘amm Public endowment set apart for a charitable or religious
purpose.
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al-waqf ‘ala al->awlad An endowment for the family of the donor. Its
proceeds accrue to the children of the donor and their descendants. After
the death of the last descendant of the donor, it reverts to the bait al-mal.
It is also known as al-wagq [ al-dhurri or al-waqf al-khass.

al-waqf al-dhurri See al-waqf ‘ala al-’awlad.

al-waqf al-khairi Waqf for the general good, intended to fulfil a noble
social function, especially in respect of those functions that have not been
performed by the state adequately such as hospitals, schools, asylums,
public water supply, cemeteries and mosques. See also al-waqf.

waqf al-nami  Also called Institution of Increasing Waq f- A cash wagq f'that
invests its capital in profitable projects through Islamic modes of finance
such as mudarabah, musharakah, 'ijarah, etc. The waq f can also innovate
by accepting cash deposits for a limited period. The profits of the wagf
are used to meet management expenses, maintenance of assets and
distribution among beneficiaries of the wagf.

waqif Relating to the law of wagf, refers to the person who establishes or
donates his property by way of wagqf.

al-waqs (pl. al-’awgas) Lit: The broken (number) 7ech: Relating to the
law of zakah on cattle. The slab rates of zakah on cattle proceed with the
series 10, 20, 30, 40, etc., in multiples of 10. Any figure lying between
the two limits (i.e. lower and upper limits) is known as ‘awgas. For exam-
ple, cattle numbering more than 30 but fewer than 40 are known as awgas.

al-wasiyah Lit: Bequest or will. Tech: A transfer of property to come into
operation after the testator’s death. The testator is called miis7, the lega-
tee is called miisa lahii and the executor is called wast.

al-wasq Lit: Load, freight, cargo. Tech: A measure of weight; 1 wasq is
equal to 60sa’. According to Hanafites, it is equivalent to 195.69kg or
201.72 litres, while other jurists consider it equivalent to 130.32kg or
164.88 litres.
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al-waziifah Liz: Pay, daily ration. Tech: (i) A pension or stipend granted
to pious persons. (ii) Revenue collected at a stipulated rate and time.
Sometimes used in the sense of a supplementary tax in addition to jizyah.
See also al-kharaj al-wazifah.

wiqayah al-‘ird Lit: Protection of honour. Tech: Spending on people to
protect one’s honour. For example, giving something to poets, slanderers
or enemies to keep them away so that they do not indulge in defamation.

working capital musharakah It is a mechanism for providing working
capital to a going concern on PLS basis. In a typical arrangement with a
client who owns a factory or a farm and joins the bank to form a limited
purpose partnership in which the bank provides 90 per cent capital (or
some other proportion) and the client 10 per cent. The partnership then
rents the plant or the farm (with its fixed assets) from the client and pays
a rental fee at an agreed rate. Then the partnership would use the remain-
der of the finance made available by the bank and the client as working
capital to meet the cost of production in one season which could extend
up to 12 months. At the end of the period, the profits are shared in per-
centage according to the share of capital supplied by each party, after
deducting a percentage to the client as remuneration for his managing the
operations. The bank usually posts a representative to the plant or the
farm to monitor the actual operations. This has been successfully prac-
tised in the Sudan by the Islamic banks.

Y

al-yamin al-ghamiis Liz: An oath that may land one into disaster. Tech:
A false oath in order to appropriate the property of someone else. It is
called ghamis, since it takes its bearer to the fire of hell.

Z

al-za‘amah An alternate term for al-kafalah.
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al-zakah (zakat) Lit: To purify. Tech: A tax that is levied on all persons
having wealth above an exemption limit (nisab) at a rate fixed by the
shari‘ah to purify wealth and souls from impure love. The object is to
take away a part of the wealth of the well-to-do and to distribute it among
the poor and the needy. It is levied on cash, cattle, agricultural produce,
minerals, capital invested in industry and business, etc. The distribution
of zakah fund has been laid down in the Qur’an (9: 60) and is for the
poor, the needy, the zakah-collectors, those whose heart have to be rec-
onciled, captives and debtors, travellers when in difficulty, and in the way
of God. The zakah is payable if the owner is a Muslim and a sane person.
The zakah is the third pillar of Islam. The term sadagah also occurs in
the Qur’an and incorporates zakah. The sadagah is of two kinds:
sadaqah tatawu‘ (voluntary charity) and sadaqah mafridah (obligatory
charity). In the terminology of figh, a clear distinction between sadagah
and zakah is made, since sadagah generally refers to any kind of charity
that is given voluntarily. The zakah signifies the obligatory contribution
that every well-off Muslim has to pay to the Islamic state or distribute it
among its beneficiaries. See also al-‘ushr.

zakah al-‘ain  Zakah on cash, ornaments, gold or silver.

zakah al-’ard  An alternate term for ‘ushr.

zakah al-ghallat Lit: Zakah on agricultural produce. Tech: ‘Ushr or
one-tenth of the agricultural produce paid out as a tithe.

zakah al-hubuib Lit: Zakah on cereals.

zakat peribadi See zakat raja.

zakat raja Used in the rural areas of Malaysia by the general public for
the zakah collected by the state functionaries. Literally, it means the gov-
ernment’s zakah as compared to zakat peribadi or personal zakah paid by
the individuals on a voluntary basis to the poor people. Zakat raja is
a pejorative term.
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