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1. Introduction

The Islamic economic system is a stable and merciful economic system and it has adopted an
economic theory on which it takes help from both ethics and law to establish the structure of
a practical system. The Islamic economic system is based on human behaviors and
regulations that do not allow the system to break down and do not allow it to go beyond its
limits. The Islamic economic system is one that Allah Almighty has given through the Quran
and Sunnah, one part of which is the economy. The Islamic economic system has a unique
and distinct status from other systems prevalent in the world, such as communism, capitalism
and collectivism. The primary goal of Islam is that the people should have the "right to live",
that every individual should have a lawful job and a lawful livelihood, regardless of what
nation or tribe he belongs to, and that there should be no obstacles or restrictions in lawful
employment.

Allah Almighty says:
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"So spread out in the land and seek of Allah's bounty"
The literal meaning of trade:

In Arablc a noun derlved from the smgular form of the word "trade."
U\—.\U Ucd(u)).x

Commerce, merchant, trade*

Via par, neuter, employment®

Terminological meaning of trade:

The word trade is one that encompasses many meanings and when we hear it, in common
parlance, it brings to mind transactions, trading, buying and selling of goods, and business.
However, in terms of terminology, its definition is as follows:

In special circumstances, exchanging goods for cash is called sale.®

Trade is something that has been practiced since ancient times to the present day. Its scope is
becoming wider and people are also increasing their income through it and now trade has
become a successful and important sector both internally and externally at the international
levels.

Trade is actually the name of dealing in such a way that it makes a profit.”

Looking at this definition, it is clear that the purpose of trade is to make a profit. Making a
profit is an essential element in every business, but making a profit and focusing only on it
allows the trader to handle other factors as well. Such as fraud, adulteration, lying, usury, etc.
not usury business, etc. Making a profit is the first priority, but only making a profit can give
rise to such factors. Another definition is as follows:

Trade in its broadest sense is the exchange of profits.®

This definition of trade can be said to be quite comprehensive. Because trade is a profession
that is very ancient and in the same way, humans have earned a living by adopting this
profession and in it, in exchange for the sale of one thing, there was a desire for another
thing, which was earned through struggle and profit, and it seems to be mostly related to hard
work.

Meaning of Trade

We can explain it like this: In the old days, man's desires were limited. He used what he had
available and his means were fishing, hunting, and hunting, etc. He spent most of his time in
the forests. Then a time came when man's desires started increasing and then instead of
wasting things, he started using them and then he made it and exchanged the things that
someone else had with him for rice. And then since there was no money at that time, trade
started in this way. Then when modern times began, goods started being sold with money and
these matters of life increased to the level of domestic cities, national and foreign countries,
and now countries also trade with each other.

Trade before Islam
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Before Islam, trade and commerce were the most important professions of the Arabs. Qissa
and Hashim organized the trade system of the Quraysh, and they had settled trade deals with
Negus and Caesar, etc., and the method of trade in it was that trade was done with Yemen in
the winter and with Syria in the summer. This was a period in which insecurity was prevalent,
but despite this, the Quraysh used to trade freely. Trade was also done during this period
because the city of Mecca was located in a dry and barren area, and factories and agricultural
resources were not available there.’

Therefore, they adopted prestigious profession and many merchants used to trade by
bringing goods to Mecca. Trade goods were bought from the merchants of the city and then
sold in the cities and this was their livelihood.

In it, there were covenants and agreements. Mr. Hashim introduced trade routes between the
two countries of Yemen and Syria, the main hub of which was Mecca, which is located
halfway between the two trading centers. The Quraysh also traded with other countries. In the
winter season, they used to travel to the two countries of Yemen and Abyssinia, and in the
summer season, they used to travel to Syria and Gaza. Their trade included silk clothes,
leather, and many other things that came from other countries. They used to bring them to
Arabia by land. They used to buy oil, wood, wheat, and silk products from the Syrian markets
and then set off towards Abyssinia, taking the regional products to other places.™

All these matters proved to be very effective in the commercial prosperity of Mecca.

And they say: "If we follow the guidance with you, we will be snatched away from our land.”
Have We not given them a place of security, a sanctuary, to which are brought fruits of all
things, a provision from Us? But most of them do not know.™*

Our Lord! I have settled some of my offspring near Your Sacred House in a valley where
there is no cultivation. Our Lord! That they may establish prayer, and incline the hearts of the
people to them, and provide them with fruits that. they may be grateful.*?

With time, trade also intensified greatly and the Quraysh accumulated a lot of wealth through
it and tr;ey became very wealthy. The value of this caravan was more than 30 thousand
dinars.!

The means of livelihood of the people of Mecca were camels, cows, sheep, goats, horses,
donkeys, and mules, which were very abundant, and they used to trade through them. In
addition, the river and the herdsman were the biggest source of fodder in Arabia.

Before Hazrat Essa

The first caravan of trade was the Meccan trade goods thousands of years before Jesus,
consisting of juniper, frankincense and other aromatics and about this, Sayyid Salman Nadwi
writes that the trade goods of this caravan of conservative Arabs two thousand years before
Christ were the same as the trade goods of the Arabs that have always been there.™

Then with the change of time, the Arabs established trade relations and even in today's

modern era, the biggest source of livelihood of people is trade, yes, but now the telephone
and goods are bought from within and abroad and during Hajj, their rent is increased and
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those who perform Umrah also come throughout the year.

Hazrat Abu Bakr Siddig's Trade

Even during the period of ignorance, Hazrat Abu Bakr Siddig (may Allah be pleased with
him) was counted among the respected and noble people. His field of activity was also trade,
for which he traveled a lot. Abu Bakr made trade trips from Syria to Basra during both the
period of ignorance and the period of. islam.*

Along with trade, he was also unique in qualities like spending in the way of Allah and
generosity.*

Hazrat Abu Bakr Siddique was a great cloth merchant. He used to trade clothes with other
countries and thus used to trade thousands of rupees with them. He (may Allah be pleased
with him) himself said that he was a wealthy merchant, thank God. Once there was a famine
in Medina and he was returning from Syria with a thousand camels of his trade goods. At that
time, people tried to make a profit by placing many bids. Although he could have done the
same, he did not do so and regarding this, he said that he wanted to earn the profit of the
Hereafter more than the profit of this world and distributed all the wealth and profit,
including the camels, to the poor.*’

Hazrat Khadija's Trade

Hazrat Khadija was a respected and noble woman of the Quraysh. She was the owner of pure
morals and character. Her profession was trade and she was such a wealthy woman that she
had more wealth than the merchants.

Hazrat Khadija did business through the Holy Prophet (peace and blessings of Allah be upon
him). She earned a lot of profit from it. Every time there was more profit than the previous
time, for example, eight camels instead of four. Seeing the excellent profit in trade and the
honesty of the Holy Prophet (peace and blessings of Allah be upon him), Hazrat Khadija was
impressed and this also led to her marriage.*®

The importance of the Islamic trading system according to the Quran
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O you who believe! Do not consume one another's wealth unjustly, except by mutual consent,
and do not kill yourselves. Indeed, Allah is Merciful to you.

There is a deep connection between the sanctity of wealth and the sanctity of life, and both of
them have been clearly explained in this blessed verse. The purpose of describing both the
sanctity of wealth and the sanctity of life in the same place in this blessed verse is that there is
a deep connection between the two because a person becomes so blind in the pursuit of
wealth that he neglects many religious principles. And he becomes so blind in the lust for
wealth that he ends up killing and causing bloodshed. Giving and receiving wealth in a false
way and doing business among yourselves are among those methods of business in which the
mutual consent of both parties is not involved, and in this way, business does not reach its
standard. Real business is that which is done with mutual consent, and the profit that is
gained in it will be permissible, nor will any element of deceit be found in it. If all the
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agreements and benefits are decided by one party, then in this way the helplessness and
compulsion of the other party will be revealed, which is included in the rule of false wealth.
And those that do not meet the Sharia principles of Islam and are considered unlawful, which
have a suspicion of harm. It further states that do not consume one another's wealth unjustly
and do not kill one another. If one wants to pay for it by committing suicide, then the method
will be different. If a person commits the murder of someone in society, then in reality he
commits tzrge murder of himself. And when Allah Almighty says that He is Most Gracious and
Merciful.

Mention of some non-Shariah matters

Some commentators explain some Sharia matters in such a way that coercion is not
permissible in any way because if you are selling or buying property from someone, it is
necessary for there to be mutual consent from both sides. They give an example of this in
such a way that if a person forces someone to rent his house and he takes it and then this
condition is placed in front of him that | will charge this much rent and in this way he then
charges his face price, then all this is not permissible because he does all this out of malice
and to avoid being caught in a trap. While there is also a law from the government that no one
can force a tenant in this way nor can he suddenly increase his rent because in this way it is
also forbidden to harm the landlord. In this blessed verse it is also stated that do not kill your
own souls. Some commentators have interpreted it differently, some have said that by
consuming haram property, you are killing your own souls. Do not kill, and some
commentators have said that it prohibits suicide.?
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O you who believe! Shall I inform you of a trade that will save you from a painful
punishment

This blessed verse is telling us that Allah Almighty is informing His servants that if trade is
done honestly, it will bring benefits not only in this world but also in the Hereafter, and
success and achievement are possible only when honesty is practiced and Islamic principles
and rules are followed.

When people trade, they gain profit from it, and if there is profit, their life will be spent in
great luxury and comfort. But there is a trade in which Allah Almighty is informing His
servants that it will save them from punishment and will bring them great benefit on the Day
of Judgment. And this benefit will not only be for them in the Hereafter, but also in this world
when success will touch their feet and this is possible in this case.The answer is one:
Allah,exalted.”®

Allah Almighty says in this blessed verse that | should not inform you of a trade that will
save you from a painful punishment. In it is that you strive in the way of Allah with your
wealth and your lives, if you only knew. And then you will soon receive help from your Lord.
And Allah Almighty is also giving good news to His believing servants that it is necessary to
worship Allah Almighty to avoid Hellfire, and those who have bought their wealth in
exchange for Paradise. Getting one thing in exchange for another is called trade. The
commentators give an example of this in such a way that just as trade provides relief from the
pain of poverty and the merchant benefits and loses, in the same way, the person who does
not believe in Allah and His Messenger will suffer great loss and will also suffer great
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punishment in Hell. And the commentators also explain about this that in this verse it is also
stated that it is necessary to have faith and do good deeds in order to fear the punishment of
Hell. A hadith is a blessed hadith that Hazrat Aisha (may Allah be pleased with her) narrates
that the Holy Prophet (peace and blessings of Allah be upon him) used to pray this prayer: "O
Allah, I seek refuge in You from the torment of Hell." And today's Sufis worship out of fear
of Hell so that they may attain Paradise and they worship because it is Allah's will to worship
in order to attain Paradise.?*
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.0 you who believe! When you make a contract for a fixed term, write it down.

This verse states that whenever you make a contract, write it down. This case refers to the
case of a loan, a purchase or sale, because if it is written down, it will be better and there will
be evidence for it. Otherwise, people are reluctant to talk about verbal things. If it is written
down on a page or in a document and preserved, it will be more likely to be confirmed.

The greatest verse in matters of transactions is that when you make a contract with people,
write it down. This will ensure that the amount and the term will be remembered well. The
commentator also explains the meaning of the hadith in this regard, how people have ease
with the Quran and the hadith, and the Holy Quran commands writing, which is one of the
most important things in worldly affairs today. Because there are many cases of loans, he also
writes about it, that whoever lends should write it down and whoever sells should have
witnesses. In addition, he also discusses the witnesses, how if a loan is given, then along with
writing it down, witnesses should also be appointed. In this, two men should be made
witnesses, and if there are no men, then one man and two women. In this, he also says that
choosing a woman is due to the loss of intelligence, because there is also a blessed hadith, the
meaning of which he explains that the Holy Prophet (peace and blessings of Allah be upon
him) said: "Women, give charity and seek forgiveness frequently. | have seen that you will be
more numerous in Hell." A woman asked, "O Messenger of Allah, why will we be more
numerous?" He said, "You curse your husbands more." You are ungrateful, and | have never
seen anyone who believes in the wisdom of men more than you, despite their lack of intellect
and religion.?®

it is stated in the hadith of Sahih Muslim and Sunan that the best witnesses are those who
testify without being asked. In another hadith of Bukhari and Muslim, it is stated that the
worst witnesses are those who are not asked to testify and they sit down to testify.?’

The procedure should be to acknowledge the debt, have its amount written down, its
conditions fixed, and its term written down so that no one fears excess. Because if the lender
gets the document fixed, he can increase the loan and decrease the term because the borrower
is in a very weak position and may not dare to oppose it.

Then regarding this, they say that there should be two witnesses and the two witnesses should
also be those who agree to the agreement. Sometimes it happens that testimony is not
available, so women are told that you can be a witness, while men struggle the most to run a
healthy society, while women have more influence on an Islamic society and domestic life
and perform their duties. Now the question arises: if there is one man, then why are there two
women? Because women's memory may be a little weak.?
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The importance of the Islamic trading system according to the Hadith
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Abdullah bin Abu Hamsa (may Allah be pleased with him) said: | bought something from the
Prophet (peace and blessings of Allah be upon him) before the mission and | was responsible
for some of its price, so | promised him that | would bring it to this place, but I forgot, then |
remembered after three (days) and came and saw that he was there. He said: "O young man!
You have put me in trouble, I have been waiting for you at this place for three days.

The importance of trade is becoming clear in the tradition that how important it is in trade to
fulfill a promise, which the Holy Prophet (peace and blessings of Allaah be upon him) also
fulfilled. A promise is a quality that protects a person from major sins, because when a person
makes a promise that he will do this and then if he remains steadfast on it, he is protected
from many evils and shortcomings. And in matters of trade, it is an important factor not to
break a promise because breaking a promise is a sign of hypocrisy. Just as a river becomes a
river drop by drop, similarly, by committing small sins, a person crosses the great stages of
sin and becomes infected with a disease of hypocrisy. A person who breaks a promise cannot
be seen with respect even in society, and if a promise is ever broken due to some mistake, a
person should immediately rectify it. Because it also causes disgrace in society and besides, it
is an undesirable act in the sight of Allah and His Messenger. This blessed hadith teaches us
that the Holy Prophet (peace and blessings of Allah be upon him) kept his promise by
standing for three days. If not just like that, then if we can also create some part of it within
ourselves, then many social and moral evils can be avoided.*
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Abu Saeed Al-Khudri (may Allah be pleased with him) reported: The Prophet (peace and
blessings of Allah be upon him) said, “The truthful, trustworthy merchant will be with the
prophets, the truthful, and the martyrs on the Day of Judgment.

In this tradition, the Messenger of Allah (peace and blessings of Allah be upon him) has
described the true merchant, how important this true merchant will be in this world and in the
Hereafter, that he will be placed with the martyrs and the truthful.*

And a true merchant will only be able to become one when he meets the standards of honesty,
justice, and truth, and his aim is not only to earn but also to earn halal livelihood. And halal
livelihood can only be possible when there is no mixture of haram in him, such as lying,
cheating, stealing, robbery, and he does not trade in any second-rate way. He should be away
from greed and deceit, and his entire life should be based on truth. He will achieve a position
and status in this world and in the Hereafter, which the Messenger of Allah (peace and
blessings of Allah be upon him) himself is giving the good news of. And such a true and
honest merchant will be valued in this world and will have a good position in the Hereafter.*®
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The Messenger of Allah (3) said, “May Allah have mercy on a person who is generous and

kind when selling, buying, and asking for something*.
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In the narration, the Prophet (peace and blessings of Allah be upon him) is praying for a
person who is merciful to people. This is a time when a person has to deal with different
types of people. He has no idea of the habits of another person or how the next person will
treat him. But still, keeping in mind his own morality, he should behave with kindness and
show generosity towards the person in front of him. These can only be those people who are
not selfish. And want to respect people and do good. And Allah Almighty also shows His
mercy on such people. Who act generously and gently at the time of buying and selling.*

There is also an incident related to this that a villager came to Hazrat Talha bin Ubaid with
milk and asked him to sell it. He said, "First find a buyer for yourself and then | will give you
useful advice on how to sell it." All this comes down to goodwill. It is these goodwill of a
person that will come as a testimony before his Lord, which will become his shield.*
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It is narrated from Hazrat Hakim bin Hizam (RA) that the Messenger of Allah (¥) said: “Two
buyers and sellers have the right to terminate the transaction until they part ways. If they both
tell the truth and explain everything clearly, their transaction will be blessed. But if they lie
and conceal the situation, their transaction will be void of blessing®.

This blessed hadith shows that it is important for traders to take care of the requirements of
Sharia. They should settle their affairs accordingly and as long as they do not separate from
each other, they have the option to terminate the deal. This is taken to mean that if they are
honest, sincere and truthful with each other, then Allah Almighty will bless their wealth and
sustenance. The meaning of separation in this is that even if they separate from each other in
terms of business, they should still be completely honest. If one party suddenly stands up and
cancels the deal due to a fight or argument, it is not permissible. There must be mutual
consent between both parties, whether it is a profit, a loss or a decision.®

Types of Trade

The Islamic system of trade is an organized and peaceful economic system. The Islamic
system of trade is one that contains many principles and regulations, halal and haram, and
profit and loss. This is what businesses are based on and according to it, transactions and
business are done keeping in mind the Sharia principles. Which is clear from the Quran and
Hadith. Also, Islam is a complete code of life that provides complete guidance not only in
this world but also in all areas of life and also guides people to build a life according to it.
And the most widely used profession in halal livelihood is trade and complete guidance has
been given in the Sharia to tell its lows and highs and what is permissible and what is
permissible and what is forbidden. And these are the preferred forms of the Islamic system of
trade. The Islamic system of trade is being described in this article in this way.

Partnership
Two or more persons join together in a business with a fixed capital, with the agreement that
they will all do the business together and will share in the profits and losses of the business in

fixed proportions.*®

Partnership refers to those forms in which the entity invests its own funds and the investment reserves
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of others and includes agency for investment and agricultural partnership such as farming, planting
and irrigation.40
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Partnership business is permissible in Islam. When the Holy Prophet (peace and blessings of Allah be
upon him) was sent, the method of partnership (trade) was going on among the people. He (peace and
blessings of Allah be upon him) maintained the people on it. Partnership is a business in which it is
very important to have sympathy for each other and it is also very important to trust each other
because when two people do business together, Allah comes between them, but if even the slightest
evil enters their hearts, Allah will leave them and Satan will come between them and in this way the
business starts to move towards loss and the blessing and elevation are removed from it and it also
fears that the requirements of the Sharia will be violated.

The Messenger of Allah said:
“Return the trust to whoever has entrusted it to you, and do not betray the one who has
betrayed you.”*

It has also been said that there are many people who are not interested in business
arrangements. They look for investment opportunities for the short, medium or long term. In
this way, they are provided with financial support. In this way, they participate in the profit
and loss. But if they want to share and earn profits by participating as a partnership, then
according to Islamic principles, funds are provided with financial institutions. They can
invest funds with financial institutions, this way they will benefit more.*?

Types of Partnership

Participation in negotiations

This is a partnership in which two or more parties participate with each other on an equal
basis, in which they are equal to each other, that is, they are equal in religion and in addition
to this, the business they do is also equal and they are of sound mind, mature and in it they
share equally in profit and loss.

Partnership Annan

Partnership Agreement is a type of partnership in which two parties can participate with each
other on an unequal basis. It can also be between a child and an adult, it can also be between
people of two different religions. The proportion of capital in it can also be unique, in
addition to the proportion of profit in it, it can be different.

Partnership Ibdan
Partnership Agreement can also be called partnership of deeds and partnership of loss. It can
be between two or more parties, such as between two craftsmen and two tailors.

Reason for participation

The reason for partnership is that there is no capital involved in it, but rather one party takes
the borrowed goods on the basis of influence and sells them for cash.**This is a type of strict
partnership.

The Permissibility of Partnership from the Quran
The evidence for the permissibility of partnership in trade etc. is present in the Book and
Sunnah. Allah Almighty says: o L .
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And indeed, many of the partners seek one another over the other.
and indeed, many of the partners (partners) wrong each other.

The above verse indicates the permissibility of partnership, and also prohibits the partner
from wronging the other partner.

The justification for participation from the hadith
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One of the arguments from the Sunnah of the Messenger of Allah (peace and blessings of
Allah be upon him) for the permissibility of partnership is that he said: "Allah Almighty says:
| am the third of two partners".

Conditions of Partnership

Determining the rate of profit based on profit and loss

On the basis of profit and loss, sometimes it happens that the profit becomes greater or the
loss becomes greater. If its rate is already fixed, then in this way, chaos and
misunderstandings can be avoided.

Mutual consent
In a business partnership, there must be mutual consent of both parties or more than two
parties. If there is no mutual agreement, then the business will not be sustainable in this way.

Legal business
The business must be legitimate, it must be halal and there must be no mixture of haram at
all.

Offer and acceptance

One of the conditions of partnership is that there must be offer and acceptance in it. It is
necessary to see the shortcomings, shortcomings and its profit and loss equally and to act on
it. This is its condition.

Common rights

No matter what business it is, there should be equal rights in it because equality is a top
priority, many social evils and negative factors that occur after it can be avoided.

Morally, economically, politically, socially and economically, the Muslim world is putting its
life into those sectors that play an important role in its rise and fall, but foreign domination
has played a destructive role and has taken it far from accumulating financial and business
resources. If the Muslim world wants to get rid of this, it must play an important role in
investment and develop skills and can play a significant role in accelerating growth through
entrepreneurial activities.*’

Mudaraba

Mudarabat is the name of a commercial business in which there is capital on one side and
labor on the other. The investor is the owner of the capital and the other is the laborer. In this,
they choose the rate of profit and it can be 2/1, 3/1, 4/1.%°
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The capital of Mudaraba and the amount of Mudaraba are divided between the owners of the
Mudaraba money in such a ratio that they agree on it at the time of making the agreement.*°
Mudaraba is one that is known at the time of the agreement because only the depositor is
allowed to withdraw and deposit them from the accounts. It is necessary to know its capital
while making this agreement because knowledge is required at the end of its contract, so
there is no dispute.”

The most important and agreed upon form of financial assistance received from the bank is in
the form of Musharakah or Mudaraba, but for this it will be necessary to ensure that the funds
are being used as per the agreement or not.>*

Mudarabat has been made permissible for people because if a person has money and is
wealthy but has little effort and dedication to work on it, while on the contrary, there is a
person who does not have that much capital but is hardworking, then in this way the work of
both of them becomes easy.
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Hazrat Uthman (may Allah be pleased with him) used to give his wealth on Mudarabat
during the period of ignorance and after Islam. Hazrat Uthman used to give his wealth on
Mudarabat with half of the profit.
Hazrat Khadija (RA) also used to give her wealth on Mudarabat. When she sent a trade
caravan with the Holy Prophet (PBUH), he said to her, "I will give you double the profit."
Similarly, when the Holy Prophet (PBUH) earned a profit, she gave him double the profit.>®
Justification of Mudarabah from the Quran
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O you who believe! Do not consume one another's property unjustly, except by mutual
consent, and do not kill yourselves. Indeed, Allah is Merciful to you.

The permissibility of Mudarabah from the Hadith
He (%) said.

55 aall W) ) ity Sl LA 5 duda il JaF ) il 4S50 (g S5

There are three things in which there is blessing: selling for a fixed term, trading, and mixing
sweet barley with barley for the use of one's own home, except for trade.

This Hadith proves that Mudarabat is a blessed transaction. But this blessing will be in this
case. Unless one of the parties changes his intention. And if the intention changes, then
consider that the blessing has ended.

Conditions of Mudarabat

The subject of both should be the same
For Mudarabat, it is necessary that the subject of both parties should be the same. In this way,
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a healthy Mudarabat will be formed.

Mutual consent of both is necessary while making a contract.

While making a contract, the minds of both the owner of the property and the Mudarib must
meet. The consent of both should be mutually included because only under mutual consent
can a sustainable Mudarabat be completed.

It is necessary for both to be connected in a commercial contract.
In a commercial contract, the minds of both parties must meet. They must be connected with
each other. Without this, a successful Mudarabat cannot be formed.

Knowing and determining the capital
Knowingsg6 the capital is essential for a healthy Mudarabat. This will reduce the risk of
conflict.

Capital must be known and definite

The owner of the money must have capital and if the mudarib has a debt then mudarib cannot
be formed and if the mudarib is asked to start a business after receiving a loan from someone
else, then the mudarib will be the representative of the owner of the money .>’

Capital must be in cash
Mudarab must be in cash because the currency keeps decreasing and thus the profit also
keeps changing.

Handing over the capital to the mudarib

A condition is also that the capital must be handed over to the mudarib because it is a trust
and it will be valid only if it is not handed over to the mudarib and if the capital remains in
the hands of the owner, the mudarib will be invalid .*®

Profit must be known

The profit must be known This is also one of the important conditions. The mudarib will be
given half or a third share and it is not necessary that he should also be given accommodation
if only the profit is given, which is both a necessity and a condition

Profit and loss distribution

The profit and loss distribution should be ensured in the contract. Furthermore, the parties
should decide from the beginning the rate and distribution of profit, how much share each
person will get in the profit, and if there is a loss or something is lost, then this loss should be
compensated from the profit first.>

Forms of Mudarabat

There are two cases in which Mudarabat can end

*Imam Abu Hanifa and Imam Shafi'i say that Mudarabat ends when both parties think about
ending it or canceling it, but they must inform the other party of this

*Mudarabat will also be terminated in the event of the death of one of the parties, although
his heirs can renew it.*°

The rulings of Mudarabat
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Equal participation in both profit and loss

Imam Malik in Muwatta and Abdul Rahman narrated from his grandfather that Hazrat Usman
usedslto trade in wealth on the condition that the profit would be divided equally between
both

Mudarabat with non-Muslims

The Prophet (peace and blessings of Allah be upon him) has forbidden business participation
with Jews and Christians, except when the purchase and sale is in the hands of a Muslim.
Regarding this, Allama Ibn Qudamah says that this prohibition applies only to the case of
usury and alcohol-related business. If there is a usury transaction, then usury is not
permissible, so if there is a business based on all of these, it is not permissible. If it is a
permissible business, then participation in it with non-Muslims is permissible and the profit is
also permissible for you

Sharia guidance regarding Mudarabat company and shares

First of all, registration is done, then the company advertises its products or merchandise,
which clearly states the expected profit along with the price. Interested people buy it in less
or more amount according to their intention. Hazrat Umar (may Allah be pleased with him)
also conducted Mudarabat in the property of Baitul Mal .%®

Responsibility of the owner of the property in case of loss

In case of theft, destruction or loss of property, the compensation will be borne by the owner
of the property and the worker will not suffer any loss. If there is a loss in the business
instead of profit, then the loss will be the loss of the investor. And the worker's labor will be
wasted. Therefore, making such a condition in Mudarabat that both will share in the profit
and loss is not correct.®*

Mudarabat with entrusted property

After the property is handed over to the Mudarib and before the business starts, the property
has the status of a trust. And the protection of the trust is the responsibility of the Mudarib.
And when the owner of the property asks for the money back, it is also the responsibility of
the Mudarib to return it. In case the property is lost, there will be no penalty (guarantee) on
the Mudarib .%

Duration

A party can terminate the Mudarib contract at any time. If the number of parties is more than
two, the contract can be maintained in favor of the remaining parties. Its contract can also be
made for a specified period. By the way, the Mudarib contract ends with the death of one of
the parties. If the number of parties is more than two, the contract can be maintained in favor
of the remaining parties .%®

Murabaha sale

This is a sale of profit, it is a trade that is based on honesty and trust. In this, if a person buys
something for a hundred rupees as an obligation, he trusts another person and asks him to sell
it for 110 rupees. It can be explained in simple words that a person has bought something for
such and such a price, then he sells it by saying that this thing is not mine, | bought it for so
much and | will sell it by keeping this much profit on it.
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Murabah sale depends entirely on the honesty and truthfulness of the seller. It is narrated in a
sahih narration that the Holy Prophet (3) intended to migrate, so Hazrat Abu Bakr Siddiq
bought only two camels, so the Holy Prophet (%) said, "Give me one of them at the purchase
price." Hazrat Abu Bakr said, "You can take it without paying the price." To this, the Holy
Prophet (%) said, "It is without a price, so no.”’

A Murabaha sale is one in which the seller agrees to deliver the goods to the buyer, and the
payment can be made in cash, and it can also be done without any profit for the seller, or in
order to gain profit by telling others.®

Conditions of Murabaha Sale

*The actual price should be clearly stated.
«It is very important that both parties agree to it.
«If the buyer is deceived, the sale will be invalid.
*One of the conditions for the validity of Murabaha Sale is that it should not be in cash
because selling in excess of cash is usury.®®

*During this sale, it can also be done that the expenses incurred in taking possession of an
item, such as rent and labor, can be included.™

«If there is any fear of fraud, then its price should be reduced.

This is a perfectly legitimate practice in terms of Shariah, however, the transaction must be
such that the ownership of the goods is transferred to the customer, and for such transactions,
the bank will have to sign two separate documents, and the bank will have to be responsible
for this until the customer receives the goods.”

Sale of Salam

Sale of Salam is a sale in which the payment of a fixed amount of a commodity in the future
is to receive a fixed amount of money.”® Sale of Salam is a sale that takes place on a small
scale at the household level. ™

Conditions of Sale of Salam

«The price should be cash, it is not permissible to sell on credit’

*The time of payment should be known

+All transactions should be done with mutual understanding and there should be no conflict
in them

*The sale should not be done on credit

*The goods should be such that they are available in the market

*This is permissible only on goods, while production does not occur on fields and goods
There is also a blessed verse in the Holy Quran regarding the sale of peace:

7% SR anih g3 ) o A0S 19 1 3 G il
O you who believe! When you transact a loan for a specified period, write it down.
One of the conditions in the sale of goods is that he should not transfer the transaction to

anyone else. Similarly, there is an incident where a man came to the Messenger of Allah ()
and started asking questions. The Messenger of Allah (%) asked him, "Do you have
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anything?" He said, "Yes, | have two things: a cloak and a rope.” The Messenger of Allah (%)
said, "Bring both things."” When he brought both things, he (¥8) started auctioning them. The
Messenger of Allah (%) said, "What will you give for these two things?" A companion said,
"I will buy them for one dirham." He (¥) said, "Let someone else say something.” Then a
companion said, "I have come to take two dirhams." He (¥) gave those things to him in
exchange for two dirhams "

He (%) said, "Whoever negotiates a salaf in fruits should know the weight, the measure, and
make the salaf for a specified period .

Sale only

This is the sale that is related to gold, silver and currency. This sale is a little strict in Islam
regarding it. Its conditions are as follows:

It should not be a matter of loan’

*The exchange of goods from hand to hand

eIt should not be called a direct exchange of dinars with dinars, but rather an indirect
exchange .”

Sale of Istisnaa

Getting something made on order is called Istisnaa. In this, a person tells a cobbler or a potter
that you make this shoe or this vessel of mine on my order or tells someone that you make
such and such clothes of mine and he also accepts it. There is some disagreement about this.
Some say that it is a bilateral promise but it is not a sale .*

Sale of Option

This is the sale in which the option is obtained to make the sale and cancel it.2! This may
include situations where a buyer has purchased an item and is unaware of its defect but when
the defect becomes apparent to him, he can return it.

Lease
Lease is when something is rented to a person for a specified period of time and the nature of
the work, time and wages are determined .5

Conditions of lease

*The machinery that is used will automatically become the property of the lessee after the
end of the period.

«If any machinery is damaged, it is considered the loss of the lessee .2

*The issues of lease are such that if a machine is being rented, he will be responsible for it.
What is written?

Sharia does not stipulate that its tenant be one or more. The responsibility of signing the
contract is bound to provide the specified .3

+In modern times, some jurists have declared such transactions as illegal. Some have likened
this transaction to a loan with an increase in It is also the case that if a person buys a property
and rents it out without paying the money from one party and accepting it from the other, the
bank must agree to take advantage of it.*

Earnest money

This refers to a transaction that involves a person buying something and paying the other
party and saying that if the deal is settled between us, then keep this price and if not, then do

143



Kalsoom Paracha, Igra Arif

not return the money. This transaction is not considered valid. There is also a difference of
opinion among many jurists on this. They give an example of this as follows: Nafi bin Harith
bought a house from Safwan bin Umayyah for four thousand on the condition that if Umar
agre%s6 to it, then it is okay, and if not, then Safwan bin Umayyah will become the owner of
400.

Selling Arabs is considered unlawful because it is tantamount to taking someone else’s
property unjustly and it is also unlawful according to the first opinion.

Summary:

The word trade is one that has many meanings. In Arabic, it is a noun derived from the word
"tribal mujardar”. However, when we hear it, in common usage, it brings to mind
transactions, trading, business, and buying and selling of goods. Trade is something that has
been an important profession since ancient times and has now reached the international level
and has become a successful and important profession. The Prophet (peace and blessings of
Allaah be upon him) was associated with this field for 12 years before his prophethood.
Hazrat Abu Bakr Siddig (may Allaah be pleased with him) also used to trade and along with
trade, he was also associated with qualities such as spending in the way of Allaah and
generosity.

This article examines the various permissible types of trade that are prevalent in society and
can be helpful in a quality trade.
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