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Abstract

The Islamic banking system (IBS) offers interest-free financial applications and
works in accordance with Sharī’a. This study seeks to examine the common principles
of Islamic banking and identify the most widely used Islamic banking transactions –
particularly ‘murābaḥa to the purchase orderer‟, which is the most used Islamic banking
transaction, with particular reference to Turkey. Through an analysis of modern
murābaḥa in Turkey, aspects of its popularity, current practical problems and prospects
will be examined in order to give the readers more comprehensive perspective of current
IBS in the world, particularly in Turkey.
After emergence of IBS, Islamic banks were in need of standards-setting
committees and organizations which clearly define the legality of Islamic banking
transactions in compliance with Sharī‘a (Islamic Law and Principles). Accounting and
Auditing Organisation for Islamic Financial Institutions (AAOIFI) is the one of the most
authoritative standard-setting organizations in Bahrain. This study will also explain to
what extent murābaḥa transactions in Turkey are considered to be compliant with
AAOIFI standards.
Murābaḥa makes up the largest proportion – 90% – of modern Islamic banking
transactions. Therefore, an examination of murābaḥa and its practical segments will also
help readers understand the Islamic banking system and its financial formats. Modern
murābaḥa literature has shown a similar development to the Islamic banking
development process and their emergence also bears parallelism.
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Introduction

The Islamic banking system (henceforth IBS), which offers interest-free
financial applications and works in accordance with Sharī’a, i.e. Islamic law and
principles, has long been regarded as an impractical, or at least an ineffective, system of
financial intermediation as an alternative to conventional banking.1 However, it has
grown at a surprisingly rapid pace and spread around the world over the past decade.2 It
is now a part of the modern financial system; Islamic banking transactions are offered
by many international financial institutions not only in Muslim but in non-Muslim
societies such as the United Kingdom and Japan. Islamic banking is based on Sharī‘a.
Its major principles are: (i) an absolute ban on interest; (ii) a ban on uncertainty or
gambling-type financing structures; (iii) adherence to risk-sharing and profit-sharing;
(iv) the promotion of ethical investments that enhance society; and (v) asset or tradebacking.3
In the 1980s, the rapid growth of the establishment of Islamic banks and the
involvement of institutions and governments around the world contributed to the
acceleration of attempts to found interest-free banks in Turkey. Thanks to this
involvement, six Islamic banks were established in Turkey up to 2001.

1

Abdullah Saeed, ‘Adapting understanding of riba to Islamic banking: some developments’,
Foundations of Islamic Banking: Theory, Practice and Education, Muhammad Ariff and Munawar Iqbal
(Glos: Edward Elgar, 2011) p. 54.
2
Abu Umar Faruk Ahmad, Developments in Islamic Banking Practice: The Experience of Bangladesh
(Florida: Universial, 2010) p. 77.
3
Mervyn Lewis and Latifa Algaoud, Islamic Banking (Massachusetts: Edward Elgar Publishing, 2001), p.
4-5.
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Since IBS seems to be much more than a simple adaptation of conventional
banking to Sharī‘a, it appeals to a large number of customers through new transactions
and practices, as well as offering a new mode or model of operation. Islamic banking
institutions (IBI) use several interest-free transaction methods including mushāraka,
muḍāraba, and murābaḥa. Amongst these, the most commonly used essential mode is
„murābaḥa to the purchase orderer‟ in which three parties normally take part: the seller,
the buyer and the bank as an intermediary trader. In the following chapters, it will be
called just as murābaḥa. The rapid expansion of the Islamic finance industry in the
1970s was not initially accompanied by a set of internationally accepted accounting and
auditing rules.4 However, inevitable developments and the limitless demands of
customers meant that IBIs around the globe had to resort to developing their own
accounting solutions for new products, rendering comparisons between institutions
difficult and sometimes even giving the impression of a lack of transparency. 5 The result
was that every country and institution had constituted its own Sharī‘a standards, which
resulted in contradictory standards between them. To close this widening gap, some
authoritative institutions representing Islamic institutions around the world were created
in the 1990s, such as the Accounting and Auditing Organisation for Islamic Financial
Institutions (AAOIFI).6

4

Juan Solé, ‘Introducing Islamic Banks into Conventional Banking System’, IMF Working Paper
(International Monetary Fund, 2007) p. 6.
5
Solé, p. 6.
6

Khan, Salman, ‘The Role of Shari’a Advisement in an Islamic Financial Institution’, The Chancellor
Guide to the Legal and Sharī’a Aspect of Islamic Finance, [in] Humayon A. Dar, Umar F. Moghul (ed.)
(London: Chancellor Publications, 2010) p. 365.
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The AAOIFI is an authoritative standard-setting institution for all IBIs around
the world. The text, al-Ma‘āyīr al-Shar‘iyya (Sharī‘a Standards), prepared by AAOIFI,
is one of the key texts for the study of Islamic finance.
This study will examine the common principles of Islamic banking and identify
the most widely used Islamic banking transactions - particularly murābaḥa. It will focus
on why this particular financial transaction is the most common in Turkey. It will
examine why these standards came to cover 90% of Islamic banking transactions in
Turkey. It will suggest that significant insights into Islamic banking thought and practice
in Turkey can be generated from an analysis of murābaḥa offered by Islamic banks. The
study will also focus on how this transaction is structured in practice and attempt to
understand the reasons that Turkish banks opt for particular Islamic banking transactions
but not for others. As a result, this work will provide an understanding of and a popular
approach to Islamic banking in Turkey. It will also explain to what extent murābaḥa
transactions in Turkey are considered to be compliant with AAOIFI standards.
Finally, the study plans to make a significant contribution to Islamic banking
literature with its specific focus on the motivations for preferring particular financial
instruments and practices in Turkey. Islamic banking data in Turkey shows that there has
not been much study about murābaḥa, so this study aims to make an academic and
literary contribution to the field in Turkey.
The methodological framework in this study is based on the idea that it is
essential to initially review and explain in detail the literature and the relevant data
available. In doing so, the reader will be provided with relevant works in the field,
which will give them comprehensive knowledge about the development of Islamic
12

banking and murābaḥa. The literature on murābaḥa will be provided in a broader sense
in the first chapter. However, it is important to note that this is a selective survey, not a
full one, of the Islamic banking field.
Turkish and Arabic literature on the subject of Islamic banking will be reviewed
in a fashion that suggests a wider perspective of the Turkish and Islamic-Arab religious
authorities, and their approach to particular Islamic banking transactions. Furthermore,
the data made available to me by Dr. İshak Emin Aktepe, a representative of Türkiye
Finans Participation Bank, will be examined in order to ascertain how the bank
structures particular transactions.
Mahmūd al-Gamal and Wahba al-Zuhaylī‟s recent writings on financial
transactions in Islamic jurisprudence provide an overview of the practice and historical
roots of Islamic finance. İshak Emin Aktepe, Hayrettin Karaman and some other Turkish
scholars‟ writings establish the importance of Islamic financial institutions in Turkey
and analyse financial transactions.
As for the structure of the study, I will divide the study into three chapters.
Chapter One will reveal pivotal information about the development of Islamic banking
and Islamic banking in Turkey since its inception of IBS.
The second chapter will reveal some essential information about the particular
Islamic transactions, specifically on murābaḥa and problems faced by Turkish Islamic
banks. The main aim is to shed light on the understanding of and a popular approach to
Islamic banking in Turkey. The implementations of murābaḥa are examined in order to
grasp the structuring of those transactions in the light of the data provided by the
Türkiye Finans.
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In Chapter Three, I will compare murābaḥa practices with the AAOIFI standards
and analyse its adaptation to standards regulated by the AAOIFI. I will also make some
concluding remarks in this chapter and put forward my interpretations of the Islamic
banking practices in Turkey. In the same chapter, the key contention will be that Islamic
banks in Turkey strike a good balance between rent-seeking behaviour on the one hand
and adherence to Islamic principles, on the other, by selecting and offering particular
financial transactions. Although such positioning by banks hinders access to capital and
the development of private capital accumulation, banks preserve their legitimacy and
reap the benefits by reserving a constantly growing customer base for themselves.

14

CHAPTER ONE

MODERN ISLAMIC ECONOMY AND ISLAMIC BANKING

15

A-

Islamic Banking and Historical Background

Traditionally, in Islamic civilisation(s) there has been a strong emphasis on
economic life by issuing rules and provisions that regulate commercial transactions. As
pointed out by Chapra and Khan, “from the very early stage in Islamic history, Muslims
were able to establish a financial system without interest for mobilizing resources to
finance productive activities and consumer needs. The system worked quite effectively
during the heyday of Islamic civilisation and for centuries thereafter.” 7 Throughout
history, there have been officers assigned by Islamic states that used documents such as
cheques and offered services at their offices and with agents in different regions similar
to the modern banking system.8 The historical materials of Islamic civilisation could be
considered the background to today‟s Islamic banking system.
The central tenet of Islamic banking is the prohibition and elimination of interest
in services to its customers in all transactions. Islam bans Muslims from taking and
giving all forms of interest (the Arabic term for which is ribā9), and this prohibition

7

Mervyn K. Lewis, Handbook of Islamic Banking ed. M. Kabir Hassan (Massachusetts: Edward Elgar
Publishing, 2007) p. 328.
8
İsmail Cebeci, ‘Modern İslam İktisadi Literatüründe Murabaha Tartışmaları’ PhD, Marmara University,
Theology Faculty (Istanbul: 2010) p. 14.
9 “
Technically, ribā refers to the addition in the amount of the principal of a loan according to the time
for which it is loaned and the amount of the loan. While earlier there was a debate as to whether ribā
relates to interest or usury, there now appears to be consensus of opinion among Islamic scholars that
the term extends to all forms of interest. Ribā can be defined formally as ‘a monetary advantage
without value which has been stipulated in favor of one of the two contracting parties in an exchange
of two monetary values.’” See Mervyn Lewis and Latifa Algaoud, Islamic Banking (Massachusetts:
Edward Elgar Publishing, 2001), p. 1-16; Mervyn K. Lewis, Handbook of Islamic Banking ed. M. Kabir
Hassan (Massachusetts: Edward Elgar Publishing, 2007) p. 43.
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makes an Islamic banking system fundamentally different from a conventional banking
system.10
Islamic banking is based on Sharī‘a principles. The major banking principles
are:
(i) ribā is prohibited in all transactions;
(ii) a ban on uncertainty or gambling-type financing structures;
(iii) business and investment are undertaken on the basis of ḥalāl (legal,
permitted) activities;
(iv) transactions should be free from gharār (speculation or unreasonable
uncertainty);
(v) zakat is to be paid by the bank to benefit society;
(vi) all activities should be in line with Islamic principles, with a special Sharī‘a
board to supervise and advise the bank on the property of transactions.11
In fact, the main principle of Islamic banking system – the prohibition of interest
(ribā) – is clearly mentioned four times in four different rhetorical ways in the Qur’an.12
The verse which has the strongest prohibition terms is:
Those who devour usury will not stand except as stands one whom the evil one
by his touch hath driven to madness. That is because they say: Trade is like usury, but
Allah hath permitted trade and forbidden usury. Those who after receiving direction
10

Lewis and Algaoud, Handbook of Islamic Banking, p. 43.
Lewis and Algaoud, Handbook of Islamic Banking, p. 34.
12 “
The first revelation emphasizes that interest deprives wealth of God’s blessings. The second
revelation condemns it, placing interest in juxtaposition with wrongful appropriation of property
belonging to others. The third revelation enjoins Muslims to stay clear of interest for the sake of their
own welfare. The fourth revelation establishes a clear distinction between interest and trade, urging
Muslims to take only the principal sum and to forgo even this sum if the borrower is unable to repay. It
is further declared in the Qur’an that those who disregard the prohibition of interest are at war with
God and His Prophet.” See Brian Kettell, Introduction to Islamic Banking and Finance (London: John
Wileys and Sons Ltd., 2008) p. 38.
11
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from their Lord, desist, shall be pardoned for the past; their case is for Allah (to judge);
but those who repeat (the offence) are companions of the fire; they will abide therein
(forever). (2.275)13
In compliance with Islamic principles, the Islamic banking system aims to
achieve a set of socio-economic goals in order to provide a form of religiously
acceptable financial services to Muslim communities. The most important of these are
economic wellbeing with full employment and a high rate of economic growth, socioeconomic justice and an equitable distribution of income and wealth, stability in the
value of money, and the mobilisation and investment of savings for economic
development in such a way that a just (profit-sharing) return is ensured to all parties
involved.14
Historically, the development of Islamic banking over the last century can be
divided into two sections: academic and practice. In the 1940s and 1950s, academic
conferences and studies conducted by Islamic scholars can be regarded as the first
serious attempts in the formation of Islamic banking.15 In the 1970s, scientific
conferences and meetings were held in different places around the world. The
Conference of Finance Ministers of Islamic Countries held in Karachi in 1970, the
Egyptian study in 1972, the First International Conference on Islamic Economics in
Mecca in 1976 and the International Economic Conference in London in 1977 led to the

13

Muhammad Asad, The Message of The QUR’ĀN ( Gibraltar: Dar Al-Andalus, 1980) p. 61-62.
Lewis and Algaoud, Handbook of Islamic Banking, p. 88.
15
By 1953 Islamic economists offered the first description of an interest-free bank based on the twotier muḍāraba: a profit and loss sharing system (both a collection of funds and an extension of
financing on a muḍāraba basis). See Ahmet Akgündüz, Studies in Islamic Economics (Islamic banking
and development) (Bergsingel: IUR Press, 2009) p. 40.
14
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establishment of the Islamic Development Bank as an inter-governmental bank in
1975.16
In the sphere of practice, the operation of the Islamic banking system has
developed in the last four decades. Pioneering efforts began as a result of academic
works and conferences with Ahmad al Naggar‟s project, which was established as a
savings bank based on profit-sharing in the Egyptian town of Mit Ghamr in 1963 until
1967.17 It was closed for political reasons and participated in the Nasser Social Bank
project in 1972. The primary function of this project was to provide social services such
as the collection of zakat (almsgiving) and lending to those in needs without interest.18
The first commercial banks - Dubai Islamic Bank and Islamic Development Bank - were
established on the basis of interest-free banking in 1975. Turkey is one of the founders
and still largest partners of Islamic Development Bank.19 These are accepted as the first
examples of modern Islamic banking in the Muslim world. Over the following years,
several institutions and banks were launched in different countries, such as the Faisal
Islamic Bank of Egypt in 1977, the Bahrain Islamic Bank in 1979 and the Kuwait
Finance House in 1977.20

16

Brian Kettell, The Islamic Banking And Finance Workbook: Step-by-Step Exercises to Help You Master
the Fundamentals of Islamic Banking and Finance (West Sussex: John Wiley and Sons Ltd. 2011) p. 2.
17
Kettell, The Islamic Banking, p. 24.
18
Cebeci, p. 15.
19
Osman Nihat Yılmaz, Faizsiz Bankacılık İlkeleri ve Katılım Bankacılığı )Antalya: Türkiye Katılım
Bankaları Birliği, 2010) p. 10.
20
Lewis and Algaoud, Islamic Banking, p. 12.
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B-

The History of Islamic Banking in Turkey

In order to understand the current structure of IBS in Turkey, it is necessary to
explain the historical development and milestones changes of the Islamic banking
system in Turkey. The establishment of Islamic banks was based on interest-free
transactions, and the involvement of institutions and governments around the world up
to 1980 led to an acceleration of attempts to found interest-free banks in Turkey. As in
most countries, the establishment of Islamic interest-free banks was initiated by private
entrepreneurs and Özel Finans Kurumları (Special Finance Houses) in Turkey. The
establishment of Special Finance Houses (SFH) was legalised by a Cabinet Office
decree No. 83/7506 dated 16/ December 1983.21
The decree has 17 articles. The fundamental article reads as follows: “Definition
of private finance houses and provision for the principle of profit-and-loss sharing in the
financing of all agricultural and commercial operations and private companies...They
also undertake the raising of funds additional to their own capital.”22
The first private Islamic bank, Albaraka Türk, was founded in 1985 by a group
of Muslim businessmen in Turkey. It is still in business in Turkey. In the same year, the
Faysal Finance House (Faisal Finans Kurumu) was set up by foreign entrepreneurs.23
In 2001, six Islamic banks - İhlas Finance House, Family Finance House,
Anadolu Finance House, Al Baraka Türk, Asya Finance and Kuveyt Türk - were in
operation in Turkey. Following the closure of the İhlas Finance House and the merger of

21

Sabahattin Zaim, Türkiye’nin Yirminci Yüzyılı Toplum/ İktisat/Siyaset (Istanbul: İşaret Yayınları, 2005)
p. 213.
22
‘Abdul Ḥamīd Maḥmūd al-Ba‘lī, ‘Legislation on Islamic Banking: A Comparative Study’, presented at
th
the 6 Conference of the Sharī‘ah Boards of Islamic Financial Institutions, AAOIFI, Bahrain, p. 38
23
Ahmet Erturk, ‘Turkiye’de Ozel Finans Kurumlarinin Dunu, Bugunu ve Yarini’, *in+ B. Cemal Rodoplu
(ed.), Turkiye’de Ozel Finans Kurumlari-Teori Uygulama, (Istanbul: Albaraka Turk Yayinlari, 2000) p. 12.
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the Family Finance House and the Anadolu Finance House under the name of Türkiye
Finans in 2005, four Islamic banks are left in operation today: the Albaraka Türk
Participation Bank, the Bank Asya Participation Bank, the Kuveyt Türk Participation
Bank and the Türkiye Finans Participation Bank.
The term „Special Finance House‟, which represents interest-free institutions,
was changed to „Participation Banks‟ following the legislation No. 5411 dated 19
October 2005.24 Participation Banks operate according to the following principles:
adherence to Islamic principles, the acceptance of money as an agent of change,
adherence to interest-free doctrine and participation in productive activities.25
Since its inception, the Islamic banking project has developed rapidly despite
global economic crises, particularly the 2001 crisis, in the last decade in Turkey. As of
2009, the total assets of the Turkish Islamic banking sector have been TRY 33.627
billion, a 600% compared to the end of 2003.26 In fact, even in 2009, when the crisis
was still ongoing, participation banks increased their branches by 6% to 560. This also
indicates that Participation Banks offer interest-free banking services to more and more
depositors through internet banking.27
C-

Turkish Islamic (Participation) Banks

Türkiye Finans is one of the Islamic banks and financial service organisations in
Turkey. It was formed on 12 December 2005, following the merger of the companies

24

Nalân ECE, ‘Dünya’da Ve Türk Bankacılık Sektöründe İslam Bankalarının Gelişimi’, Akademik Bakış
Dergisi, 25 (2011) p. 7.
25
M. A. Zerkā and A. M. Neccār, İslam Düşüncesinde Ekonomi, Banka ve Sigorta, trans. Hayreddin
Karaman (İstanbul: İz Yayıncılık, 2009) p. 48.
26
Available at http://www.tkbb.org.tr/ [Accessed 01.08.2011].
27
Available at http://www.tkbb.org.tr/ [Accessed 01.08.2011].

21

Family Finans and Anadolu Finans.28 By the Banking Regulation and Supervision
Agency's Decision No. 1764 dated 28 December 2005, permission was granted for the
merger of Anadolu Finans Kurumu, owned by the Boydak Group which has companies
in the furniture, home textile and cable sector, with Family Finans, owned by Ülker
Group, a worldwide corporation specialising in biscuit, chocolate and various food
products.29
On 30 December 2005, the procedures of the merger by transfer were completed
and the merger was registered by T.R. Trade Registrar of Istanbul in accordance with
the provisions of Turkish Commercial Code No. 6762.30
In 2007, Türkiye Finans was chosen to be the „Best Islamic Bank and serviceproviding institution‟ in Turkey by the world‟s foremost publication in the field of
Islamic Finance, Islamic Finance News.31
The other Islamic banks in Turkey are:
Albaraka Türk, the first Islamic financial institution in Turkey, was founded by
the Albaraka Banking Group (ABG), one of the prominent groups in the Middle East,
the Islamic Development Bank (IDB) and a native industrial group in 1985.32
Asya Participation Bank A.Ş. commenced its activities on 24 October 1996 with
its head office in Altunizade as the sixth private finance house in Turkey. 33 The

28

Available at http://www.turkiyefinans.com.tr [Accessed 24.07.2011].
Available at http://www.turkiyefinans.com.tr [Accessed 24.07.2011].
30
Available at http://www.turkiyefinans.com.tr [Accessed 24.07.2011].
31
Available at http://www.todayszaman.com/ [Accessed 24.07.2011].
32
Available at http://www.albarakaturk.com.tr/ [Accessed 09.08.2011].
33
Available at http://www.bankasya.com.tr/index.jsp [Accessed 09.08.2011].
29
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company's name, which had been previously „Asya Finans Kurumu Anonim Şirketi‟,
was changed to „Asya Katılım Bankası Anonim Şirketi‟ on 20 December 2005.34
Kuveyt Turk was established in 1989. 62% of its capital is owned by Kuwait
Finance House, 9% by the Public Institution for Social Security, 9% by the Islamic
Development Bank, 18% by the General Directorate for Foundations and 2% by other
shareholders.35
All Islamic banks run their applications in compliance with Banking Law 5411.36
According to an explanation by the Banks Association of Turkey, “the objective of this
law is to regulate the principles and procedures of ensuring confidence and stability in
financial markets, the efficient functioning of the credit system and the protection of the
rights and interests of depositors”.37 The rationale behind the emergence of Islamic
financial institutions in Turkey is summarized in Buyukdeniz, Interest-Free Banks in
Turkey (1991):
The development of money and capital markets in developing countries is
impeded by a number of factors, including un-developments of financial institutions,
limited availability of asset choices for savers, economic instability; lack of education
and information the like. The problem becomes even more acute in countries with a
predominantly Muslim population who for religious reasons prefer to abstain from being
associated with the conventional banking system based on interest. As a result there
occurs a leakage of savings from the financial system and savings are often placed in
unproductive investments. Under these circumstances, financial institutions based on
34

Available at http://www.bankasya.com.tr/index.jsp [Accessed in 09.08.2011].
Available at http://www.kuveytturk.com.tr [Accessed 09.08.2011].
36
Available at http://www.albarakaturk.com.tr/ [Accessed 09.08.2011].
37
Available at http://www.tbb.org.tr/tr/ [Accessed 09.08.2011].
35
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interest-free principles have emerged in order to introduce such funds into the national
economy. This is, however, not to undermine the significance of a profit motive
alongside moral and ethical factors in the process of shifting funds into Islamic banks.
Perhaps the most important effect of these institutions has been on saving habits.38
D-

The Literature on Murābaḥa

Modern murābaḥa was invented by Egyptian scholar Sami Hamoud in 1976
with the name of murābaḥa li’l-âmir bi al-shirâ (murābaḥa to the purchase orderer) in
his PhD thesis.39
After the operational inception of the Islamic banking system, debates and
discussions were made more frequently on modern murābaḥa technique at many
conferences and academic meetings. Participants at the first conference of Islamic banks
in Dubai (1979) concluded that, as a judicial term, “this type of promise is legally
binding on both parties based on the Māliki (one of the four main madhabs) ruling, and
religiously binding on both parties for all other schools”.40 This ruling was reiterated in
1983, at the second conference of Islamic banks in Kuwait, based on the reasoning that
“this [murābaḥa] sale is valid as long as the bank is exposed to the risk of destruction of
the good prior to delivering it to the buyer, as well as the obligation to accept return of
the good if a concealed defect is found therein”.41 One of the milestone books about
murābaḥa is bay„al-murâbaḥa li al-âmir bi al-shirâ kamâ tucrîhu al-maṣârif al38
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Islâmiyya (Murabaha to the Purchase Orderer as Applied in Islamic Banks) by Yousef
Al-Qaradawi (1987).42 The book basically includes fatwas on murābaḥa, principles and
matters relating to muāmalāt (transactions), objections to the matters and answers given
to the objections.43
In 1984, jurists answered questions aroused in murābaḥa discussions in the
journal of Rad ‘ala yusaru ḥavl buyu‘al-murābaḥa prepared by Dubai Islamic banks.44
In 1980s, it seems that murābaḥa term shows developmental steps because
people still have had questions in their minds, and also murābaḥa have not easily
adapted to modern banking system. After 1980s, murābaḥa and Islamic banking has
shown a rapid growth together on developmental level because banks have made many
contributions to the publication of academic articles and journals relating to murābaḥa.
In 1990s, several books and articles were published on the theoretical and
practical aspects of murābaḥa: Bay‘u’l-murâbaḥa fi’l-maṣârifi’l-islâmiyya (1996),
Cairo, by Feyyaz Abdülmün„im Hasaneyn, al-‘Uqûd al-shar‘iyya fi’l-muâmalât almâliyya al-maṣrafiyya (1997), Kuwait, by Mahmud Muhammed Hasan, al-Dalîl alshar‘î li al-murâbaḥa (1998), by İzzeddin Muhammed Hûce.45
In 2000s, general accounting and auditing subjects have mostly been popular
among academic works other than specific issues. This shows that IBS has strengthened
its place among other banking systems.
In Turkey, there has not been much work specifically on murābaḥa recently.
İshak Emin Aktepe, Hayrettin Karaman and some other Turkish scholars‟ works
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generally establish the importance of Islamic financial institutions in Turkey and
analyze financial transactions.
The most known study on murābaḥa is Ismail Cebeci‟s PhD , Modern Islam
İktisadi Literatüründe Murabaha Tartışmalari (Approaches to Murābaḥa in the Literature
of Modern Islamic Economics), 2010, Istanbul. In his research, Cebeci deals with the
establishment of the links between the classical fiqh and modern Islamic and analysis
the methodologies or ways of reasoning the modern scholars apply in forming their
opinions (or rulings) concerning modern financial transactions, particularly murābaḥa.
In the next chapters, lack of scholarly work on murābaḥa in Turkey and its
fundamental and operational problems will be analyzed to put emphasis on the
importance of publications.
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The word, murābaḥa, comes from the root rabiḥa which means to increase, rise,
and profit, similar to ribā.46 People who have religious backgrounds in Turkey seem to
be against the current murābaḥa sale because of its similarity in meaning to ribā.
Historically speaking, however, it was through a series of imperial decrees dated 1852,
1864 and 1867 after which the rate of interest was legalized during the Ottoman era.47
The most important of these decrees, that of 1887, which fixed the rate of interest at 9%,
is known as the murābaḥa decree.48 In short, although murābaḥa is permitted, it is
considered to be identical or dangerously close to the rate of interest, and the
overwhelming rate at which Islamic banks resort to this instrument in financing
entrepreneurs is paradoxical, to say the least.49
A-

Islamic Banking Transactions

a-

Murābaḥa

(مرابحةmurābaḥa), morphologically, derives from the root ربحrabiḥa, meaning
to gain, win or achieve.50 Murābaḥa comes from the form of  رابحrābaḥa, which means
to give with a profit. Murābaḥa linguistically means “resale with specification of gain,
resale with an advance”.51 Today, it is used as a banking transaction by Islamic finance
institutions as a type of sale of land, building, machinery and equipment, automobiles,
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computers, furniture and the like. It is also suitable for financing the purchase of
personal assets and consumer durables, such as PCs, cars, houses etc.
Neither do Qur’ānic verses contain specific definitions and explanations of
murābaḥa sales nor hadīths give any details about the legality of these sales.52 However,
many classical Muslim scholars from different madhhab (schools) mention classical
murābaḥa in their books. Al-Marghīnānī, an Islamic scholar of the Hanafī School,
defines classical murābaḥa as “the sale of a good or a property which was purchased by
the seller for the purchase price plus a profit margin”.53 Nineteenth century Hanafī jurist
al-Ḥalabī defines it as “a sale of anything which was purchased and used with purchase
price plus margin”.54 Imām Mālik expands the definition to include an agreement on
profit. According to Mālik, classical murābaḥa is conducted and completed by
exchanging goods and prices including a mutually agreed profit margin.55
Al-Mawardi, a Shāfi„ī jurist, defines murābaḥa by giving an example: “A seller
can say that I am selling a dress which has a purchase price of 100 dirham at a profit of
one to ten”.56 This method was regarded legal but not encouraged by Muslim scholars.
To Muslim jurists, classical murābaḥa fundamentally consists of two parts: the
buyer must know the original price, all the expenses and profit margins before the sale
and the binding agreement. Classical murābaḥa also has only one sale between the seller
and the buyer. With regard to this sale, the merchandise is ready at that moment and
52

Saeed, Foundations of Islamic Banking, p. 76.
Al-Marghīnānî, Abu al-Ḥasan Burḥan al-dīn Ali b. Abu Bakr, al-Hidâya Sharḥ Bidâyal al-mubtadî, ed.
Muḥammad Muḥammad Tamir, Ḥafiẓ Ashur Ḥāfiz vol. 3 (Cario 2000/1420) p. 995.
54
Burḥān al- Dīn Ibrahīm ibn Muḥammad Ḥalabī, Multaqā al-abḥār vol. 2 (Istanbul: Dār al-Ṭiba‘ah al‘Āmirah, 1858) p. 32.
55
Muhammad Ayub, Understanding Islamic Finance (West Sussex: John Wiley and Sons Ltd. 2007) p.
216.
56
Mawardī, Abu al-Ḥasan Alī b. Muḥammad b. Ḥabīb, al-Hâvi al-kabîr, Sharḥ Muhtasar al-Muzanî, ed.
‘Alī Muḥammad Muawwaz, ‘Adil Aḥmad Abd al Mawjud, vol. 5 (Beirut 1994 / 1414) p. 279.
53

29

used for a while by the seller, and the buyer has a right to ask the purchase price and to
know profit margin.
The definition of modern murābaḥa was set in 1976 soon after the first Islamic
bank operation took place in 1973.

Modern murābaḥa, called „murābaḥa to the

purchase orderer‟ (murābaḥa li al-āmir bi al-shirā’) is different in part from classical
murābaḥa. In classical murābaḥa two parties are involved - the buyer and the seller whereas in modern murābaḥa, three parties are involved: the seller, the buyer and the
bank as an intermediary trader. First of all, a commodity is purchased by a bank based
on a buyer‟s specific request and on behalf of them. The bank purchases the commodity
from the seller and directly resells it to the buyer for the purchase price plus a certain
profit margin agreed on by the bank and the buyer.57 This margin is usually a percentage
of the purchase price.58 The seller of a commodity usually receives the value of the
commodity from the bank in a lump sum.59 However, the buyer usually pays his debt to
the bank in periodic instalments within a designated period of time.
Murābaḥa makes up the largest proportion – 90% – of modern Islamic banking
transactions. Therefore, an examination of murābaḥa and its practical segments will
help readers understand the Islamic banking system and its financial formats. Modern
murābaḥa literature has shown a similar development to the Islamic banking
development process and their emergence also bears parallelism, as has been explained
above and in the previous chapter.
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Process of murābaḥa to the Purchase Orderer
The process of „murābaḥa to the purchase orderer‟ has consecutive steps
between three parties: the customer, the bank and the seller. The relationship between
these parties has a significant impact on the contract. The contract could be terminated
by any party in the case of a fault declaration or a defect found therein. The application
process consists of the following stages:
1. A prospective buyer identifies the owner of an item that he promises to
purchase, which may be land, building, machinery, etc., and collects all relevant
information. This order is considered an invitation by Sharī‘a scholars.60
2. If the owner accepts this invitation, the customer identifies the asset he would
like the bank to purchase on his behalf.61 In the case of an agreement on the asset, the
customer must provide the bank with details of the asset and specify the supply source.
4. If the customer request is acceptable, the bank and the customers make an
initial contract and the bank offers to purchase the item and sell it to the customer at a
mutually agreed marked-up price.62 The customer negotiates the price and other aspects
of the purchase. He makes any necessary initial payment to reserve the house and makes
sure that the purchase contract allows the bank to continue the transaction with the
buyer.63
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5. This marked-up price will be quoted, most probably as a per annum flat rate
based on the total cost of acquiring the item by the bank, and all related expenses are
included.64 The marked-up price specified in the murābaḥa agreement cannot be
changed during instalments.65
6. The bank starts the process by purchasing the asset from the seller on a valid
contract. If the subject matter is under the possession of the bank, and the profit margin
and terms of the murābaḥa are accepted, then the customer will be asked to sign a
fiduciary contract committing to buy it. The bank immediately sells the property to the
customer for a fixed price – the purchase price plus the bank‟s profit.66
7. If the bank holds possession of the subject of the agreement on time as defined
exactly within the agreement, the customer is obliged to abide by the pledge, and if the
customer fails to so he is eligible to pay any loss that would emerge thereupon.67
8. The method and period of the amount due from the customer is specified in
the agreement. This can be repaid either in a lump sum at an agreed date, or in
instalments over a mutually agreed period.
9. As part of the murābaḥa transaction, the customer has to provide the bank
with security when signing the pledge. The form of this security can be decided on
either as cash or in any other liquid asset, equivalent to about 5% to 10% of the deal
which evidences that the customer is serious.68 This is compensation in case in case the
customer breaches the pledge.
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Figure 1.1 illustrates the steps of murābaḥa to the purchase order.

Figure 1.169

Terms and Conditions of Modern Murābaḥa
In order to prevent customers from unjust treatment by a seller or a bank and to
prove validity of modern murābaḥa, Muslim jurists set up terms and conditions which
encompass the responsibilities of bank and customers. The contract has to satisfy the
same conditions as any contract in Islamic law; the offer and acceptance by both parties
must be free of ignorance and deception and the subject of the contract must be
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permissible according to Islamic Sharī‘a.70 The terms and conditions of murābaḥa sale
are:
1-

The first contract must be lawful and valid:

If the first sale is imperfect (fāsid), murābaḥa sale will not be lawful (jāiz)
because murābaḥa is a kind of a sale with a first price plus profit.71
2-

The customer must know the original purchase price and all related

expenses:
It is stipulated that the purchase price must be explained to the customer because
murābaḥa is a sale with a first price plus profit. If not, the contract will be imperfect
(fāsid).72
3-

Profit margin should be explained at second sale:

The profit whether as a percentage or as a fixed amount, should be known in
advance to both the customer and the bank.73
4-

The subject to be traded must be real but not necessarily tangible.

Rights and royalties are example of non-tangible subjects that can be traded
through murābaḥa, as they have value, are owned and can be sold on credit.74
5-

The subject matter should be owned by the bank or financier:

The subject required to be purchased should be owned by the vendor (Islamic
bank), which must be capable of delivering the item to the customer (promise to
70
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purchase). In other words, the bank should acquire the title from the supplier before
contracting with the customer.75 The bank must explain all faults which happen after
purchase:
The customer has the right to inspect the goods and be informed by the bank
before buying them to make sure that they conform to the specifications of the required
goods.76
6- If the subject matter has any fault or damage after first purchase, the buyer has
the following options:
a-

Signed acceptance of sale with all faults;

b-

Request reduction;

c-

Terminate the contract.77

As a result, Islamic banks should at all times take the necessary precautions so
that the transaction does not ship into the area of interest-based financing.78
b-

Mushāraka

Mushāraka, in Islamic banking, is a type of transaction usually established
between two partners: an investor/entrepreneur and a financial institution/bank. Al-Aqd
al-Mushāraka (contractual partnership) means an agreement between two or more
parties to combine their assets, labor or liabilities for the purpose of making profits.79
Partners contribute capital to a project and share its risks and rewards; profits are shared
between partners on a pre-agreed ratio, but losses are shared in exact proportion to the
75
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capital invested by each party.80 Thus a financial institution provides a percentage of the
capital needed by its customer with the understanding that the financial institution and
customer will proportionately share in profits and losses in accordance with a formula
agreed upon before the transaction is consummated.81 There are several projects in
which mushāraka are in use: partnership of ownership, muwāfada partnership,
sharecropping partnership, irrigating partnership, and agricultural partnership.82
c-

Muḍāraba

Muḍāraba is a valid form of equity investment and profit-sharing arrangement.
Capital is contributed by one party and the managerial oversight and entrepreneurial
push is provided by another (called the muḍārib). Any profits are shared according to a
predetermined formula. In the event of a loss, the passive capital suppliers lose all or
part of their money, and the entrepreneur loses the time and energy (the “sweat equity”)
he committed.83 These muḍāraba arrangements can be used to finance well-established
and mature businesses as well as new ventures with greater risk and profit potential. As
pointed out by AAOIFI, mushāraka and muḍāraba seem to have the same specifications
at first sight but they are in actual fact completely different transactions.84
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B-

Practical Examples of Murābaḥa by Türkiye Finans and Other

Turkish Participation Banks (TPBs)
Turkish participation banks have a professional operating system that conducts
risk analysis for financial operations in order to prevent the bank from suffering losses.
They do not focus on just one specific sector; however, they have a wide range of
application sectors such as the building sector, the automotive sector, the iron and steel
sectors, the textile sector and the food sector. In short, their customer‟s portfolio consists
of both personal and institutional elements. It is permissible for TPBs to operate
murābaḥa sale at every sector which is considered permissible and legal by Sharī„a.
Each sector has its own popularity based on economic circumstances and throws its
weight about in operations time to time. Practical examples of murābaḥa sale help the
readers to understand clearly this mode of finance and its implementations in Turkey.
The following examples are outlined by Türkiye Finans:
I.

House and car sales;

II.

Working capital;

III.

Syndicated credits;

IV.

Credit Letters.

1.

House and Car Sales

House and car sales is the most common technique of murābaḥa in compliance
with Sharī„a. This technique would enable clients of the Islamic institution to finance the
purchase of homes in Turkey and around the world. Generally, a customer decides to
buy a new house from a householder and they make an agreement on the house and the
37

price, then the customer makes a request from Türkiye Finans to finance the purchase of
the house and Türkiye Finans buys the designated residence at a specified price by the
customer and Türkiye Finans which, in turn, resells the property to the customer, with
the purchase price (including a profit component) to be paid in installments over time. A
car purchase also has the same process as a house, just the subject matter changes here.
2.

Working capital

TPBs have many contributions to import and export investments with murābaḥa
sale which finance purchases of raw materials, machinery and equipment for the
completion of companies‟ different kinds of production expansion projects.85 As TPBs
have personal customers, they have institutional customers that commonly make their
trade internationally with a huge amount of money. Muslim entrepreneurs have
remarkably shown their influence on the trade area after the emergence of murābaḥa
sale.
Ülker which is the major manufacturer of food products in Turkey requests
murābaḥa financing from Türkiye Finans for its purchases of product packages from
Nuroll SPA, Italy, with which it has a business partnership. In recent years, the bank has
financed 90$ million of Ülker‟s purchasing of package products from Nuroll SPA, and
the company has been repaying its deferred payments with 100$ million for two years
and will pay until 2017.

3.

Murābaḥa and syndicated credits

Murābaḥa is mainly used in the context of trade financing. It was also used by
Islamic and conventional banks to make a profit and increase bank incomes by using
85
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murābaḥa syndication. Syndication credits are equivalent to tawarruq transaction which
is to purchase an item from a seller with deferred payments and to resell it to another
customer with cash.86 Taking syndication credit is directly proportional to the credibility
of the institution in the international trade arena.
Türkiye Finans mostly makes murābaḥa syndication at the London Metal
Exchange. According to murābaḥa syndication, the bank requests 80$ million worth of
iron from a consortium with deferred payment, the consortium provides the iron to
Türkiye Finans and gives syndication credits. Right after the purchase, Türkiye Finans
sells the iron at 85$ million to another company in hard cash. This operation is also
named as tawarruq in Sharī‘a, and is anonymously accepted as legal and valid by
Muslim jurists.
4.

Murābaḥa used with credit letters

Türkiye Finans and other Islamic banks around the world are commonly issuing
credit letters. Muslim countries and Islamic banks are issuing letters in case a trading
customer from an Islamic country visits another Islamic country. The following steps
are practiced for credit letters:
1-

The customer requests the bank to open a credit letter to import goods

from abroad via an application enclosing a pro-forma invoice and providing all the
necessary details and information;
2-

After securing the necessary guarantee and scrutinizing the application,

the bank opens a credit letter in favor of the client and sends copies to the correspondent
bank abroad and to the exporter;
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3-

The customer endorses a „Promise to Buy‟ the merchandise. They

negotiate the cost of the goods and the conditions of delivery;
4-

The exporter makes an arrangement to export the goods and delivers the

documents to the correspondent bank abroad. The shipment of the goods takes place and
the correspondent banks advises the bank and sends the documents;
5-

After the confirmation of the bank‟s ownership of the goods in question

through the acquisition of related documents, it signs an Agreement of Sale with the
client.87
C-

Reasons for Popularity of Murābaḥa

As stated above, murābaḥa covers a large proportion of Islamic banking
transactions that have taken place in the last decade, including today. Not only in
Turkey, but also in other Islamic countries, murābaḥa maintains its popularity despite
all economic crises, as has been mentioned earlier in this study. There are several
reasons for the pervasive influence of murābaḥa:
(i)

Murābaḥa is a short-term investment mechanism, and, compared with

Profit and Loss Sharing (PLS), is convenient; market conditions force the banks to use
murābaḥa because 73% of all funds collected by the banks has three months due; the
proportion of the funds which have more than a year due is 17%. For this reason, banks
posed to apply short term fund methods like short term murābaḥa contract.88
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(ii)

Mark-up in murābaḥa can be fixed in a manner which ensures that the

banks are able to earn a return comparable to that of interest-based banks with which the
Islamic banks are in competition;
(iii)

Murābaḥa avoids the uncertainty attached to earnings of businesses

under a system of PLS;
(iv)

It does not allow the Islamic bank to interfere with the management of

the business since the bank is not a partner with the client but their relationship instead,
under murābaḥa is that of a creditor and a debtor respectively.89
(v)

The lack of adequate legal and technical infrastructure for partnership

bases sales caused implementation of murābaḥa sale most. Indeed, as understood by the
name, Turkish Islamic banks (Participation banks) and other Islamic banks around the
world were also founded on the basis of partnership idea. 90
(vi)

Throughout the foundation years, Turkish Islamic banks suffered from

negative muḍāraba experiences which caused people to incline to other financial
methods such as murābaḥa and mushāraka.91
(vii)

Murābaḥa is most commonly used to buy things such as a house,

equipment or a car by the customers.PLS sales are not suitable for sale because this kind
of agreement runs with a short-term contract.92
(viii)

Competition between conventional banks and Islamic banks increased the

usage of murābaḥa sales. Yet, murābaḥa sale provides fast cash-flow and has less risks
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and it seems a more suitable competitive argument for Islamic financial institutions
against conventional banks.93
(ix)

Another aspect of popularity of murābaḥa is determination and

regularity. The subject of murābaḥa, qualifications of the item, other relevant details,
payment amount and period, and other matters are defined at the beginning of the sale. It
makes murābaḥa more trustable and applicable by customers and banks.94
D-

Common Problems Faced by the Turkish Islamic Banks in

Murābaḥa Sale in Turkey
Despite being more functional than other banking transactions, modern
murābaḥa has many problems and Islamic banks in countries that have undeveloped
IBS such as Turkey face certain problems. 95 After the emergence of Islamic banks in
Islamic countries and later by non-Islamic countries, regulations and the implementation
of Islamic banking systems clashed with modern banking systems. In order to maintain
its existence, Muslim scholars begun a quest of combining the new Islamic system with
modern systems in compliance with Islamic principles as well asnational and
international banking laws. Normal banking practices conflict with Islamic principles;
Islamic banks have not been able to easily adopt normal banking procedures and
practices. In order to adapt new IBS to normal banking procedures, special legislation
has been passed in Turkey and Malaysia.96
Turkey has encountered practical and theoretical problems during their 25 years
of experience of the various stages of the Islamic banking system. Despite modern
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murābaḥa covering a large proportion of current banking applications it also faces
problems. Türkiye Finans highlighted the main problems which they have encountered
similar to other Turkish Islamic banks.97
1-

Conflict between Sharī‘a principles and law such as the penalty for a

person who does not pay his debt:
A major problem associated with murābaḥa financing relates to the possibility of
default by customers. In the conventional financial system, the customer is penalized
with additional interest or he has to reschedule the debt, usually at a higher rate in the
case of default or delinquency.98 This process is deemed as a compensation for the delay
or time value of money. Since the amount of compensation is determined with reference
to the interest rate it is deemed to be a case of the prohibited ribā which is not allowed
in case of murābaḥa.99Therefore, delayed payment and non-payment of debts are
unsolved problems which Islamic banks and financial institutions have encountered
since their inception. Several questions have arisen but still remain unanswered, such as;
what kind of punishment should be implemented for delayed payment? Should interest
be implemented for delayed payment? In some countries, such as Pakistan, it has been
suggested that a financial penalty should be imposed on the customer in order to
compensate the financer for the loss due to the delay. 100 Also in Turkey, the
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participation bank can impose penalties which compensate its losses in the event of
delinquency in payment on unscrupulous debtors with different methods:
a-

The participation bank can use the guarantees which the bank ask the

purchaser to provide at the beginning of the sale in its hands and ask for the debt from
guarantors;
b-

From the day of late payment, the debt can be indexed a currency

exchange rate or gold which is resistant to inflation. Thus, the bank could prevent the
payment from any losses because of inflation rates. If the exchange rate rises during this
period, the bank can compensate its losses, but this process should be implemented at
any time including low inflation rates;
c-

The inflation rate which occurs from the day of late payment can be

charged by the customer. The inflation rate is not ribā. For example, if the customer has
a debt of 100 TL (Turkish Liras) to the bank after murābaḥa sale and the inflation rate
rises 20% during two years, the customer has to pay back 120 TL for the purpose of
compensation of bank‟s losses. Otherwise, the customer will have 80 TL according to
the inflation rate. For this reason, it leads to hesitation of banks and financiers to make
murābaḥa contracts.101
2-

Lack of suitable trained staff to meet the expectations of the Islamic

banking system and customers.
One of the biggest hurdles in the advancement of the Islamic banking system is a
lack of suitable trained people. Shortage of trained staff interrupts innovation of Islamic
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products and causes unqualified management.102 They are not able to answer judicial
questions and perform adequate credit analysis on projects. Lack of qualified staff for
Islamic financial institutions has resulted in staff transfers from other conventional
banks. This leads to confusion about what Islamic banking really encompasses, and
hinders its widespread acceptance and also makes it difficult for Western regulators to
understand the idea of Islamic banking.103 This lack of understanding coupled with lack
of regulation, causes tension between Islamic banks and Western regulators, and affects
the regulators‟ willingness to support such organizations.104
3-

Inability of banks to set up appropriate Sharī’a principles:

The establishment of a Sharī‘a committee is necessary for any Islamic bank or
financial institution to control its activities whether they are in compliance with Islamic
principles or not. Most of this committee consists of overwhelmingly Islamic scholars.
In addition to the problem, there are few professional institutions which educate
professional Islamic banking experts who combine modern and Islamic banking law
according to the people‟s demands.105
4-

Two types of tax requirement cause a rise in the cost of goods:

Compared to traditional real estate investments, there is double taxation in
modern murābaḥa transactions. In the Turkish tax system, real estate investments and
immovable sales are subject to a transfer tax but other sale transactions are just subject
to a tax.
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If a customer buys a house or a car from a third party, transfer tax is paid only
once in conventional types of real estate investments; in the case of murābaḥa
transactions, the real owner of real estate will pay a transfer tax selling the property to
the bank or financier, and the financier is also subject to a transfer tax because there are
two real estate acquisitions.106The second tax increases the Murābaḥa contract amount
selling real estate to the purchaser. At this point, the financier has to add the transfer
tax into the murābaḥa contract.
Türkiye Finans and other Islamic banks around the world have similar risks
which occur during murābaḥa transactions:
1-

The risk of ownership between two sales:

One of the most common risks in murābaḥa financing, which has been the
subject of debate among contemporary Sharī‘a scholars, is that the bank or financier
cannot enter into an actual sale at a time when the client seeks murābaḥa financing,
because the required commodity is not, at this stage, owned by the bank. 107During the
ownership period, the bank may have suffered from damage, loss, destruction or
insurance of the subject. In addition to this, the customer may not be able to honor the
murābaḥa agreement. But under the Sharī‘a rules, one cannot sell a commodity not
owned by the potential seller, and nor can the financier effect a forward sale.108In order
to lessen the risk, the bank must conclude the trade in a short time.
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The problem here, for the financier, is that if the client is not bound to purchase
the commodity after the financier has purchased it from the supplier, the financier may
be confronted with a situation where he has incurred huge expenses to acquire the
commodity, but the client refuses to purchase it.109
To Al-Gamal, the risk of ownership can be made minimal by restricting the time
period between two sales to minutes, if not seconds. Also, insurance of the subject
matter or any losses during the second sale must be borne by the financier even if he
refuses to buy it. Thus, the banks may negotiate a mark-up that compensates insurance
for that cost.110
2-

F.O.B. (Free on Board)111 transportation risk when the international

murābaḥa contract is made with companies:
If merchandise is bought as F.O.B. (Free on Board), the bank possess the
merchandise after shipping.112 The bank has to pay the cost of transportation, unloading,
and insurance from the arrival port to the final destination. Thus all risks pass to the
bank after leaving port of the shipment. So it has a tracking risk as the merchandise
could be damaged partly or completely through transportation. 113
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3-

In case of non-binding contract, risk of the possibility of customer‟s

breach:
There is still a business risk associated with murābaḥa as the bank that purchases
the goods on behalf of the trader may find it is unable to resell the goods at the end of
the contract period if the trader‟s financial circumstances have changed.114This type of
contract is commonly based on loyalty but the customer may terminate the contract and
the bank has to be selling the subject matter in the open market at a lower price.
4-

The risk that the property may be returned to the bank (as seller) if a

defect is found therein.
The structure of murābaḥa to the purchase orderer pushes the bank to conclude
the transaction in minutes but any defect or fault found therein is subject to terminate the
contract and return the property to the bank.115 However, jurists who are involved in
Islamic finance have ruled that the property may be returned to the seller in order to
protect the banks‟ interests because of false declaration. Also, the cost of insuring
against the risk of having to accept the return of defective merchandise can easily be
transferred back to the original seller.116
E-

Common Mistakes Made By the Turkish Bank at Murābaḥa Sale

Upon detailed articulation of murābaḥa, it is important to emphasize the misuses
of the banks because of their lack of experience and lack of trained staff. According to
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the data provided by Türkiye Finans, Islamic financial institutions (including itself)
commit some basic misuses in the practice of murābaḥa sale such as the following:
1. The most common mistake made by the banks is to sell the subject matter or
commodity before the asset is actually obtained by the financier or the bank. The main
target of the banks is here to conclude the trade as soon as possible, if possible in
seconds or minutes but all the terms and conditions should be implemented at sale time
without any fault or ignorance. In order not to take any risk, the bank can sell the item
even if it actually acquires the asset by the seller.
2. As highlighted at the terms and conditions of murābaḥa sale, the item must
be tangible and subject to purchase and murābaḥa sale. As a result, using murābaḥa for
financing the overhead expenses of a firm - such as paying salaries or electricity bills - is
prohibited under Sharī’a law. The structure of murābaḥa does not allow this kind of sale
according to Islamic principles. In contrast to conventional banking systems, IBS strictly
forbids these kinds of payments and the bank or financier must obtain assurance from
the customer.
3. Another common mistake made by the Islamic bank is to implement bay’ al
ina which once the customer himself purchases the item and the bank purchases it from
the customer himself, it is a buy-back technique, which is also strictly prohibited under
Sharī‘a law.
Consequently, the origin of all these misuses, , is the lack of trained staff at
Islamic financial institutions. Türkiye Finans has been encouraging the Association of
Turkish Participation Banks to initiate a new professional institution that will educate
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professional financiers and scholars who have comprehensive knowledge of both
conventional banking systems and the Islamic financial system.
F-

Differences between Conventional Credit Sale and Murābaḥa Sale

As highlighted, the main target of Islamic financial institutions is to provide
interest-free transactions and services to its customers. Since the emergence of these
institutions, these institutions have gained popularity amongst Muslim and non-Muslim
communities. In contrast to conventional banking systems, Islamic banks have run into
profit-loss sharing principles not interest. This is the main difference between Islamic
banks and conventional banks. After explaining this, it is crucial to highlight the
differences between conventional credit sale and murābaḥa sale as the following:
1-

The conventional credit sale consists of two parts: bank and customer.

However, in murābaḥa sale, there are three parts: the banks, the customer and the seller.
2-

Conventional credit is lending money to the customer but murābaḥa is a

real finance process.117
3-

The return of conventional credit is interest (ribā); on the contrary, the

return of murābaḥa sale is profit.
4-

Conventional credit sale is riskier than murābaḥa sale.118

5-

Murābaḥa is more logical.119

6-

Tracking the customer and payments at murābaḥa sale are simpler than

conventional credit.
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CHAPTER THREE

ADAPTATION TO AAOIFI STANDARDS AND CONTRIBUTIONS AND
PROSPECTS

51

Sharī’a scholars are the major players in the Sharī’a advisory services market, as
expected- and they make their presence felt in all three spheres of activity of Sharī’a
law, technical input, as well as the setting and sustaining of Sharī’a standards.120 Here,
AAOIFI‟s advisory committee plays a prominent role in current Islamic banking system.
The role of AAOIFI was focused on specifically, and its contribution to the real of
establishing,

further

strengthening,

and

regulating

Sharī’a

standards

was

acknowledged.121 In this chapter, the lack of standard-setting organization in Turkey and
its necessity will be elaborated on. The lack of institutions and qualified scholars forced
Islamic banks to adapt their implementations to modern law which is mainly based on
interest. Moreover, it is expected that AAOIFI‟s involvement may even increase and
diversify in future years, based on its record so far and the success that It has
achieved.122
A-

Accounting and Auditing Organisation for Islamic Institutions

(AAOIFI)
AAOIFI, one of the standard-setting authorities of Islamic banking, based in
Bahrain, Manama, issues financial standards on a wide range of subjects related to
banking transactions. These standards have been compiled in a book, al-Ma‘āyīr alShar‘iyya (Sharī’a Standards) which is one of the key texts for the study of Islamic
finance. It contains a detailed description of scholars‟ jurisprudential 70 standards on
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accounting, auditing and governance, in addition to codes of ethics and Sharī‘a
standards.
AAOIFI, formerly known as the Financial Accounting Organisation for Islamic
Banks and Financial Institutions, was established in accordance with the Agreement of
Association which was signed by Islamic financial institutions on 26 February 1990 in
Algiers. As an international autonomous non-profit-making corporate institution,
AAOIFI was registered on 27 March 1991 in the state of Bahrain.123 AAOIFI
summarises the history of Sharī’a standards and its work as:
[T]he interest in developing financial accounting standards for Islamic banks
started in 1987. In this respect, several studies have been prepared. These studies have
been compiled in five volumes and deposited in the Library of the Islamic Research and
Training Institute of the Islamic Development Bank. The outcome of these studies has
been the formation of the Financial Accounting Organisation for Islamic Banks and
Financial Institutions (the Organisation) which was registered as a not-for-profit
organisation in the State of Bahrain in 12/9/1411H corresponding to 27/3/1991. Since its
inception the Organisation has continued the efforts to develop accounting standards.
Periodic meetings of the Executive Committee for Planning and Follow Up (the
Committee) have been held with the aim of implementing the plan approved by both the
Supervisory Committee (the supreme authority of the Organisation) and by the Financial
Accounting Standards Board for Islamic Banks and Financial Institutions. In this
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respect, the Committee has retained the service of several consultants on Sharī’a,
experts and practitioners of accounting, and bankers.124
The objectives of AAOIFI are:
1-

To develop accounting and auditing thoughts relevant to Islamic financial

institutions;
2-

To disseminate accounting and auditing thought relevant to Islamic

financial institutions and its applications through training, seminars, publication of
periodical newsletters, carrying out and commissioning of research and other means;
3-

To prepare, promulgate and interpret accounting and auditing standards

for Islamic financial institutions;
4-

To review and amend accounting and auditing standards for Islamic

financial institutions.125
Since 1991, AAOIFI has undertaken significant steps to encourage the
application and enforcement of its standards throughout the world. Periodic meetings of
the Executive Committee for Planning and Follow Up (the Committee) have been held
with the aim of implementing the plan approved by both the Supervisory Committee
(the supreme authority of the Organisation) and by the Financial Accounting Standards
Board for Islamic Banks and Financial Institutions.126 This has resulted in the standards
being implemented in the leading Islamic banking and finance centres, such as Bahrain,
Sudan, Jordan, Malaysia, Qatar, Saudi Arabia, Dubai, Syria, Lebanon, Singapore and
South Africa, where they are either mandatory or used as a guideline by regulators.
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B-

Adaptation of Murābaḥa Transactions to AAOIFI Standards

AAOIFI has been considered the most authoritative institution issuing Islamic
banking and finance standards by most Muslim countries around the world. The book,
al-ma‘āyīr al-shar‘iyya prepared by AAOIFI, has been used by many Islamic bank and
financial institution as guidance for their operations and also the book has been used as
the official reference guide by the institutions. There are several countries and
institutions that have declared their membership to AAOIFI and official involvement in
al-ma‘āyīr al-shar‘iyya (Sharī‘a Standards) such as Al Baraka Banking Group, Bahrain;
Bank Indonesia, Indonesia; Egyptian Saudi Finance Bank, Egypt; Kuwait Turkish Evkaf
Finance House, Turkey; HSBC, UK.127
These standards are most commonly issued according to countries that are
legally governed based on Sharī„a principles but most standards are compatible with
other legal systems such as Turkey. Although Turkish financial institutions have been
using the standards in many cases, and 90% of standards are compatible with Turkish
Islamic Banks, Particularly Türkiye Finans, but there are still some problems that
conflict with the current legal system have been encountered during the 25 years
operational stage.
The Sharī‘a standard for murābaḥa to the purchase orderer was adopted by the
Sharī‘a Board in its meeting no. (4) held on 25-27 Safar 1412H corresponding to 29-31
May 2000 and readopted a resolution to reformat the Sharī‘a Rules for murābaḥa to the
purchase orderer in the form of a Sharī‘a standard in Mecca on 28 Safar-4 Rabi alAwwal 1423H corresponding to 11-16 May 2002.
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This chapter will show the differences and conflicts between modern law
standards and Sharī‘a standards from the perspective of murābaḥa standards, which is
most common used method in Turkish financial institutions. The study will also show
how Turkish banks adapt the conflicted method to Turkish banking law and Sharī‘a.
The differences are:
Standard No: 2/2/6
It is not permitted to carry out a murābaḥa on deferred payment terms where the
asset involved is gold or silver or currencies.128
According to Türkiye Finans, gold and silver can be carried out on deferred
payment murābaḥa transactions contrary to AAOIFI standards because the banks
consider that today‟s gold and silver have lost their money features. Today, there are
different types of gold and silver such as rings, bracelets, earrings and they could be a
subject matter at murābaḥa sale. The justification of the banks is that if gold or silver
were refined like rings or earrings, they would be traded items but if gold and silver
were not refined and they were bar gold and bar silver, they would not be a subject
matter at murābaḥa sale.129
Standard No: 2/4/1-2/4/2
It is not permissible for the institution to receive a commitment fee from the
customer and a fee for providing a credit facility in the name of document and process
expenses.130
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Türkiye Finans and other participation banks in Turkey receive the fee in the
name of paper expenses which is anonymously agreed by Turkish jurists because the
bank thinks that the capital of participation banks consist of customers‟ participation
funds and all expenses are paid from the capital.131 During the murābaḥa process, all
expenses are provided by the bank. In this case, the bank could request a document fee
from the customer. For example, a person wants to buy a car using murābaḥa sale and
he declares his willingness to buy the car and the bank reviews the request and accepts.
Finally, the bank buys the car from the seller at 20.000 TL, after purchasing the car the
bank resells the car to the customer at 22.300 TL. The cost includes 2.000 profit and 300
TL document expenses, and profit and expenses are considered a part of the cost.
Standard No: 2/5/3
It is permissible for the institution, in the case of a binding promise by the
customer, to take a sum of money as ‘hamish jiddiyyah’ (i.e. a security deposit). This is
to be paid by the customer at the request of the institution, both as an indication of the
financial capacity of the customer and to ensure the compensation of any damage to the
institution arising from a breach by the customer of his binding promise.132
As explained before, one of the conditions of murābaḥa sale is that it must be a
fiduciary agreement which is binding for each party, bank and customer. In case of a
breach, AAOIFI has stated a „hamish jiddiyyah‟ security deposit which makes the
agreement more binding for the customer. However, in Turkey, the banks cannot take
„hamish jiddiyyah’, even they cannot request it from customers because it is not legal
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and also no one is willing to pay a security deposit before a real sale. 133 In Turkey, due
to non-Islamic based principles, the banks have had to adapt Sharī‘a standards verbally
not formally. Verbal proxy is accepted by both customer and banks at every Islamic
banking transaction because the Turkish legal system still does not accept new Islamic
banking methods.
Standard No: 3/1/3
The original principle is that the institution itself purchases the item directly
from the supplier however, it is permissible for the institution to carry out the purchase
by authorizing an agent, other than the purchase orderer, to make the purchase; and the
customer (the purchase orderer) should not be appointed to act as an agent except in a
situation of dire need. Furthermore, the agent must not sell the item to himself. Rather,
the institution must first acquire the title of the item and then sell it to the agent.134
The most remarkable difference between AAOIFI‟s murābaḥa standard and
Turkish Participation Banks‟ practice is that TPBs appoint the purchase orderer (the
customer) as an agent to carry out the purchase on behalf of the bank but AAOIFI does
not permit it. The justification of TPBs is that laws are not convenient for purchasing the
subject matter by the banks and TPBs have to give verbal proxy to the customer
purchasing the item on behalf of them.135
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Standard No: 5/6
It is permissible that the contract of murābaḥa consist of an undertaking from
the customer to pay an amount of money or a percentage of the debt, to be donated to
charitable causes in the event of a delay on his part in paying installments on their due
date. The Sharī‘a supervisory board of the institution must have full knowledge that any
such amount is indeed spent on charitable causes, and not for the benefit of the
institution itself.136
AAOIFI‟s approach to late payments seems more optimistic than Türkiye Finans
and other TPBs‟ implementations because TPBs have experienced the same method for
years but customers have misused banks‟ good will by not paying their debts on time.137
Moreover, some customers had regularly paid their debts to conventional banks when
they had huge amounts of debt to Islamic banks. Upon misuses, TPBs have been taking
a kind of profit margin from customers in the name of lost profit damages because if the
customer has paid his debts on time, the banks would have used this money in different
areas and made a profit. Here, TPBs are requesting lost profit damage in return for
delay.
C-

Contribution of Murābaḥa’s to the Economic and Financial System

in Turkey
Today, TPBs work as a complementary sector of the current conventional
banking sector in which 50% of customers of TPBs also have bank accounts. Even
today, many sensitive Muslim customers make transactions at conventional banks
136

AAOIFI, p. 124.
Abdullah b. Süleyman el-Menî’, ‘Bahsun fî: matlubu’l-ğaniyyi ve ennehû zulmün yuhillu ırdahû ve
ukûbetehû’ Mecmû’u fetâvâ ve buhûs, trans. İshak Emin Aktepe III (Riyad: Dâru’l-Âsıme, 1999) p. 235.
137

59

unwillingly but they have to use them in order to compete with other companies and
institutions and to maintain their living standards at the same level with those who use
conventional banking. Apart from these customers, there are also more sensitive Muslim
people who do not prefer to use interest based transactions and are by no means keen on
investing their inactive or active funds in different areas such as commodity, car, and
factory. Until recently, Islamic banks and IFIs had not met expectations of those
customers.
Therefore, many Islamic economists, financiers, and researchers gathered and
suggested that there should be alternative financial banks and methods that will meet the
requests of Muslims in compliance with Sharī‘a. Upon meetings and conferences,
Turkey has seen other Islamic banks and IFIs in the Muslim world as role models; new
institutions have emerged in the name of Special Finance Houses (SFH) afterwards.138
In addition to the banks, new Islamic banking transaction methods have been adapted
such as murābaḥa, mushāraka, and muḍāraba by SFHs.
Murābaḥa, which was suggested by the Muslim scholar Sami Hamoud in 1976,
as the best suitable method against interest based loans.139
Since its emergence in 1976, murābaḥa sale has been positively accepted by
Muslim and non-Muslim communities. In Turkey, 90% Islamic banking transactions are
covered by murābaḥa sale, so it shows the extent of popularity of murābaḥa in
Turkey.140
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Through murābaḥa, many Muslims have possessed commodities such as a car
and they have also taken up businesses. It has contributed to the Turkish economy by
increasing people‟s life standards and enhancing government tax incomes. In addition to
these, it helps Islamic banks to compete with other conventional banks.
Besides, murābaḥa has also made many important contributions not only to
Turkish economy but also to the international Islamic financial system from various
aspects:
1.

New finance methods:

The new murābaḥa, mushāraka and muḍāraba methods that Turkish Islamic
banks use at the area of fund-raising and utilization of funds were easily adapted to
current banking systems and accepted by Muslims as a new way of investment.141
Despite having this system and the aforementioned transaction methods recently, banks
and customers have an opportunity to make huge amounts of profit with small funds and
budgets.142 By doing this, it has helped new Muslim entrepreneurs to emerge around the
Islamic world.
2.

New customers:

As in other Islamic countries, before the emergence of Islamic banks, there were
people who hesitated to use banks and stood far away from banking applications out of
sensitivity to religious beliefs. These people were protecting all their cash build-ups
without investing in trade sectors and holding them inactive, nonetheless; when
murābaḥa came out and was concluded as a legal transaction by all Islamic schools,
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people began to invest their cash build-ups in different areas such as buildings, vehicles,
import, and export.143 In addition to that, inactive funds joined the public economic
cycle and the economic developments showed a rapid growth during the last decade.
However, the targeted level has not been reached exactly because the new Islamic
financial institutions still have technical and social problems and have not located well
in the system so far.144 Additionally, according to Islamic scholars, another important
contribution of murābaḥa is to help people who have a lack of trade experience to join
financial investments and to protect them from exploitation by cunning traders.145
3.

Effective resource usage:

As required by the financial techniques of murābaḥa contracts, the usage of the
collected funds on a project basis and the inability to answer of not-project funds by the
banks provide the resource usage in the most effective way. The Islamic bank requires
the customer to provide a trade project from which either the community will benefit or
the customer himself will benefit at the end the of murābaḥa sale because the Islamic
banking process is not interested in meaningless, aimless and useless trade contracts.146
4.

Real Economy:

One of the main problems of the current Turkish economy is that unearned
economic perception covers a large proportion of applications instead of manufacturing
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economic perception.147 Conventional banks use the huge amount of funds that they
collect from customers at a high rate interest based on stocks and bonds instead of real
economy sector. 148
However, the bank resources and funds should be directed to real economic
areas such as agriculture, industry, trade, and service in order to accelerate investments
all around the country. As other financial transactions, murābaḥa serves real economy,
which represents the essence of economy, not to unearned incomes such as stocks and
bonds.
5.

Unrecorded economy and murābaḥa:

Another problem in the Turkish economic system is unrecorded economy, which
causes a huge amount of tax losses. If an economy does not answer expenses with tax
incomes, external debt will gradually increase as will the inflation rate. 149
As highlighted before, there is double taxation which is a kind of income
resource for the government and domestic economy at murābaḥa sale. This taxation
method contributes to develop a recorded economy and to increase tax incomes
positively. Remarkably, the Islamic banks are shunning profit and loss sharing even in
the presence of huge tax incentives. In Turkey, the government taxes interest income,
including income from murābaḥa, at 48%.150
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6.

Bridge to Middle Eastern economy:

The most important function of Turkish Islamic banks and financial institutions
is to provide a bridge between the Turkish economy and other Islamic economies in the
Middle East in which Islamic banking operated first and financial authoritative
institutions located therein.151 The tie between the two economies accelerates
development of the foreign trade capacity of Turkey and improvement of economic
conditions in better ways.
The Islamic financial systems have many similar results. For example, not only
in Turkey but also in other Islamic countries, murābaḥa has been used as the most
popular banking transaction in IBS.152 This popularity helps entrepreneurs who would
like to trade with Middle Eastern countries easily adapt to foreign contracts and
understand terms and conditions without any conflict. Being the most preferred Islamic
transaction by international traders, murābaḥa has also been playing a predominant role
in export and import incomes. As a means of international trade, murābaḥa sales
contribute to an increase in domestic income and manufacturing importing means of
production and raw materials.
For the purpose of holding Islamic financial institutions resistant to conventional
banks, modern murābaḥa works as the main actor of IBS, which has intellectually and
socially positive aspects.
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D-

Prospects of Murābaḥa Sale

1.

Setting new laws for Islamic banks and their implementations:

Today, Islamic banks are subject to conventional banking laws in Turkey.153
Although Islamic banking projects have been initiated according to Islamic rules and
principles based on interest-free doctrine, Islamic banks still have the same regulations
and principles with conventional banks. Under modern law regulations, Islamic banks
have to adapt their practices to current law but it is seemingly contradictory because
modern banking laws are based on interest and its derivations are in contrast to the
Islamic banking idea which is free from interest.154
For example, in murābaḥa sale, the double taxation method, implemented by
current banking law is causing people to opt for other conventional banks where one tax
is required at normal commodity or car credit sales. It is clear, therefore, that if the
government legalizes one taxation method, popularity of both murābaḥa and Islamic
banks will increase remarkably.
2.

Foundation of Islamic finance departments and institutions in Turkey.

According to Dr. Aktepe, the majority of staff of Islamic banking and financial
institutions in Turkey today consists of people who originally come from accounting and
business management departments that currently have a conventional banking
curriculum. Also, in the case of lack of trained staff, Islamic banks transfer workers
from other conventional banks and they hardly adapt to Islamic banking applications,
153
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and especially to murābaḥa sales which have many similarities with conventional
banking credit sale, though. If a worker does not know murābaḥa sale terms and
conditions in accordance with Sharī‘a, he/she considers the sale a credit sale which is
used at conventional banks. It converts the sale from non-interest to interest.
As a result, if the government and private entrepreneurs initiate to found new
Islamic finance institutions and departments, this movement will contribute to educate
prospective Islamic banking staff and provide proper and true services to customers.
3.

New publications about Islamic banking and its practices in Turkey:

Although Islamic banks have remarkably boosted the number of their customers
and enlarge their theoretical and practical portfolio, including export and import
investments, the number of publications conversely reduces according to the Turkish
Participation Banks Association data. Even today, staff and new workers of Islamic
banks do not have any guidance or book that simply tells Islamic practices such as
murābaḥa, mushāraka and muḍāraba and how to apply these non-interest applications
properly. According to Dr. İshak Emin Aktepe, Islamic banks will play a prominent role
in promoting people‟s attraction to banks and the finance sector but neither Muslim
scholars nor Islamic bank managers are keen on publishing new books which tell the
importance and necessity of Islamic banks. The problem that has just been highlighted
should be resolved with new publications and articles.
Not only should new books be published soon, but also Arabic and English
available sources should be translated into Turkish. The most authoritative books and
institutions are in the Arab world and also their banking law and regulations are based
on Islamic principles. Therefore, translated books and articles may give Turkish
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regulators a perspective on how to implement Islamic banking practices in compliance
with modern law.
4.

Advertisement of Islamic banks:

Another prospect which enhances the popularity of Islamic banks is to make
advertisements. One could ask why an Islamic bank needs advertisements. As
highlighted before, the main target of Islamic banks is to provide Muslim people
interest-free banking operations and make inactive funds that are gathered by Muslims
for years functional. There are still many people who do not know exactly the
participation of IBs in Turkey are and these banks are still unknown by many people.
Therefore, they should make their advertisements and explain their function to Muslims
and invite them for interest-free operations. This will enhance sharing funds and
contribute to the development of Islamic banking sector in Turkey. It also means that
many people will have jobs, and their needs and expectations will be met by these
Islamic banks. Furthermore, if there were many banks and huge number of customers,
the government would have to take important steps to make related laws and
regulations.
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Conclusion

Islamic financial structures in the pre-modern period were built on mushāraka
and muḍāraba transactions, which are still in use by Islamic banks and financial
institutions as investment vehicles. Previously people by and large used their money or
property in their possession through mushāraka or muḍāraba for the sake of investment.
However, further industrial developments and the establishment of banks have changed
perspectives on economic and financial interests.
In contrast to ribā, which is illegal according to Islamic principles, muḍāraba
and mushāraka transactions are accepted as interest-free modes of transaction and were
employed by Muslims in the first decades of the Islamic banking system. Following the
failure of muḍāraba and mushāraka to meet the financial expectations of interest-free
transactions, the Muslim world has employed a new transaction method, murābaḥa,
with small changes. In employing modern murābaḥa as an alternative method of
interest-based transaction, Islamic banks have become more popular among Muslims for
interest-free transactions.
Although legal objections of modern murābaḥa have been raised by some
Muslim scholars, the legality of modern murābaḥa has been established by all Islamic
schools at different international Islamic banking and financial institution conferences.
The most important reason behind the popularity of murābaḥa is its functionality
and practicality for both personal and business customers. As a result, the acceleration
national and international trade has paralleled the rise of murābaḥa transactions over
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recent decades. Economic expectations have also played a prominent role in the
prevalence of murābaḥa.
As a result, murābaḥa may have an important place in IBS although its
understanding and implementation varies from one Muslim country to another. The
vicissitudes in developmental process of Islamic banking, especially the theoretical
dissonance between Islamic banking principles and modern banking, are decisive on
different murābaḥa implementations and the scope of variety across Muslim countries.
There is a growing need for Islamic banking that would incorporate murābaḥa
despite the fact that there is a dearth of qualified personnel and academic literature and
due to the fact that the numbers of Islamic banks do not meet the potential for interest
and trust of conservative people in Islamic banking. Furthermore, Turkey‟s close
relationship with the Western secular countries and thus by the conventional banking
system hinders the development of Islamic banking fully or in other words incompatible
with other Muslim countries‟ examples.
In this study, some of the common problems in Islamic banking have been
discussed in general and the difficulties of the development of Islamic banking in
Turkey have been explained, in particular. And suggestions towards improving Islamic
banking in Turkey and making it compatible with Sharī‟a have been made.
Of these, educating skills personnel for Islamic banking comes first and the state
led initiatives as well as legislations that will render Islamic banking more efficient, are
also very conducive to the development of Islamic banking in Turkey.
Needless to say, this study will make a considerable contribution to the
insufficient literature on Islamic banking in Turkey. For the sake of brevity, I have only
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been able to touch on the method of murābaḥa within Islamic banking in this study. In
this respect, this study will be helpful in resolving the issues and problems that relate to
Islamic banking systems in Muslim countries under the circumstances of current
economic crisis around the world.
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