@E 7/ open Access\
-~ .Al-Mar'I:?m
N J HJ RS ISSN,: 3006-0370
e Ve | | 1SSNG: 30060362
lfﬁ/&/”ﬂ UV}\ bt i s KaiS Vs al-marjan.com.pk

Al-Marjan

Research Journal

Fundamental Differences and Distinctions Between
Interest-Based and Interest-Free Banking: A Shariah
and Research-Based Analysis

,:«7.2 @3’ & ;'.{l s UL O /d:k@f WS e oy /:’ 118y

Authors Details

1. Shahzad Ahmad

Lecturer in Islamic Studies, Government Boys Postgraduate College, Hajira
Poonch, AJ&K, Pakistan. asadkhan4993415@gmail.com

2. Dr. Abdul Rehman Khan (Corresponding Author)

Assistant Professor, Department of Islamic Studies, University of Poonch,
Rawalakot, AJ&K, Pakistan. drabdulrehmank@upr.edu.pk

Citation Submission Timeline

Ahmad, Shahzad and Dr. Abdul Rehman Khan " | Received: Dec 12, 2024
Fundamental Differences and Distinctions Between | Revised: Dec 27, 2024

Interest-Based and Interest-Free Banking: A Shariah Accepted: Jan 05, 2025
and Research-Based Analysis."Al-Marjan Research | pyplished Online:

Journal, 3,n0.1, Jan-Mar (2025):225-244. Jan 13, 2025
Jh m I;rticle
Publication, Copyright & Licensing Al- Fﬂ@ﬁﬁ’“ =2

Al-Marjan Research Center, Lahore, Pakistan.
All Rights Reserved © 2023.
This article is open access and is distributed under the terms of Creative

‘ @ ® \ Commons Attribution 4.0 International License

i el | N\ESIN |75 [

NTERNATIONAL INTERNATIONAL CENTRE




,yf’d’?,&/‘_g:gugn B B A T S e Al-Marjan

Education and Training of Women in the Prophetic

Era %'f’ : Centers, Methods, and Practical
Manifestations - A Research Study

gf: J‘?; & /“..{l s UL O /o’:&*&f Lﬁdj@dﬁr‘ ;f ISy

B S DRIy el
Abstract

The Prohibition of taking and giving usury is confirmed by the Holy Qur'an and the
hadiths of the Prophet, while usurious transactions are practiced in modern forms in
usurious banks and financial institutions. On the contrary the struggle to establish
interest-free banking system has been implemented as an alternative to the interest-
bearing banking system in view of the dire need and an obligation. The non-interest
banking system is based on halal Shariah contracts such as Murabahah, Ijarah,
Musharka, Salam, Istisna, Shirkat and Mudarabat.The Holy Quran has declared
trading (i.e. buying and selling) as an alternative to usury, and the above-mentioned
contracts are types of trading so it is correct to make these contracts and
transactions an alternative to usurious banking system with their correct Shariah
rules. Basically the banking system consists of two parts: Asset part and liability
part. In the asset part, the private and commercial needs of the people are met in
financial terms of daily life, Now the interest banks fulfill these needs of the people
by giving them usurious loans And non-interest-bearing banks fulfill the needs of
people by using Bi' Murabaha, [jara and Musharaka, which are contradictory, the
proof of these contracts is from the Qur'an and Sunnah. While in the liability
segment banks collect money from people, now interest banks use the money
collected by people for further interest-bearing business and interest-bearing loans
to the people who have deposited these amounts in the bank at a special rate. Paying
interest after a specified period of time such as various bank accounts, savings
accounts and fixed deposits etc. In them, the same trading method is adopted. Non-
interest-bearing banks do business on the basis of participation and mudarabah
from people's funds in the liability section. The system of non-interest-bearing banks
is carried out under the supervision of Shariah advisors, so Musharakah and
Mudarabah contracts are executed according to Shariah principles. A study of
usurious banking and non-usurious banking systems clearly shows that there are
stark differences between these two banking systems. Sometimes, looking at the end
and the result, it is said that these two systems are the same, although this may not
be true because the means of reaching the end and the result are different.
Keywords: Non -Interest Banking, Usurious, Mudarabah, Musharakah, Shariah
Principles, ljarh
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al-Islamiyyah, pp. 41-42.

19 “Ulama’ Hay’at al-Muhasabah wa al-Mur3ja‘ah lil-Mu’assasat al-Maliyyah al-Islamiyyah, Al-
Ma‘ayir al-Shar‘iyyah (Bahrain: Hay at al-Muhasabah wa al-Muraja‘ah lil-Mu’assasat al-Maliyyah
al-Islamiyyah), standard no. 3/1/3, p. 211.

2 Dr. Mawlana 1‘jaz Ahmad Samdani, Islami BinkarT: Aik Haqiqat Pasandana Ja’izah, pp. 27-28.
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2 Al-Tamimi, Imam Abd Hatim Muhammad ibn Hibban ibn Ahmad , Sahih Ibn Hibban, Kitab al-
Buyt* (Beirut: Sharikat Bayt al-Afkar al-Duwaliyyah, 2004), Hadith no. 4952.
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% Imam Al-Tabarani,Hafiz Abtu al-Qasim Sulayman ibn Ahmad ibn Ayyiib , Al-Mu‘jam al-
Tabarani, Bab al-Alif, Min Ismuh Ahmad (Beirut: Dar al-Haramayn), vol. 2, p. 169, Hadith no. 1610.
2l Usmani,Dr. Molana Muhammad Zubair Ashraf, Jadid Ma‘ashi Nizam mé Islami Qaniin-e-
Ijarah,idara tu maarif Karachi june 2005 pp. 470-471.

2 Usmani,Dr. Imran Ashraf, Sharikat wa Mudarabat ‘Asr-e-Hadir mé,maktabah maarif ul quran
Karachi April 2009, p. 356.
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Shar‘iyyah, Al-Musharakah al-Mutanaqisah, standard no. 12, clause 5/1, p. 345.

% | Usmani, Mufti Muhammad taqi, Ghayr Sudi Binkari aur Mut‘aliqgah Fighi I‘tirazat ka
Ja’izah,maktabah maarif ul quran Karachi p. 275

31 ‘Usmani,Muhammad Taqi , An Introduction to Islamic Finance (Karachi: Maktabah Ma‘arif al-
Qur’an), pp. 19-20
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“And introduction to Islamic finance”
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32 Dr. Mawlana I'jaz Ahmad Samdani, Islami BinkarT: Aik Haqiqat Pasandana Ja’izah, pp. 56-58.
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