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The importance of Shariah in Business
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Syariah Overview
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Business in Islam

/

Conventional

L

e Focus only on the economic growth and
material return

/

Islamic system

(&

e Equal emphasis on the thical, moral, social. And
religious dimensiona to ensure justice, equality,
and fairness for the good society as a whole
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Prohibited transactions in Islamic

Business:

1. Riba (‘usury)
e Literally means excess, incfrement, expansion, growth.

e unjustified increment in borrowing or lending money or
in exchanged goods of the same kind in different

guantities.

e 12 Quranic verses dealing with Riba

e The word riba occurs 8 times, 3 timesin 2:275 and one
time each in 2:276, 2:278, 3:130, 4:161 and 30:39

Example:

A borrow AUD1,000,000 and should pay interest 5% annually. Hence, A should
pay 50,000 extra in one year. Interest of 5% is riba.

B barter of orange of 1 Kg with 1,3 Kg to C eventhough it has different quality.
0,3 difference is riba.
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Rationale of Prohibiting Riba

Riba increases the disparities in income and wealth
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Example...

Conventional Bank
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Y
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Basic concept: lending and borrowing money with interest as the return
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O you who believe! Observe your duty to Allah, and give up what
remaineth (due to you) from usury, if you are (in truth) believers. And
if you do not, then be warned of war (against you) from Allah and His

messenger. And if you repent, then you may have your principal
(without interest). Wrong not, and ye shall not be wronged.
(Al-Baqarah: 278-279)
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Hadith about Riba

UﬁchUA&Udﬂ\ duvﬂ\djthuALAJ (18 cu\ d-\vj-d\é/ e /OAJH A
u'-::f:e/""uaj\eyu.‘jﬂb ce.s.ul\ JLAJSU g dSU edﬂUY\A&\ eﬁu-d\ u.uﬂm
ciliagall clal) cliadl)

"Avoid the seven grave sins". The companions asked: "And what are they, O Messenger of Allah?
He said: "They are: associating others with Allah, engaging in magic, killing a forbidden
human soul without a legal right, devouring riba, devouring the wealth of an orphan,
escaping on a day of religious battle, and defamation of unsuspecting believing married
omen.

418 5 baali g 418 3a s L3N UST alug dgte 40 L Al 3] éal
The Prophet s.a.w. condemns those who take riba, give riba, witness to riba (transaction) and
the writer of the riba transaction.
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"There are seventy three different types of riba, the least of which is equivalent to bedding one's

mother, and the worst of which is equivalent to destroying the honor of a Muslim". (Narrated
by Ibn Majah and Al-Hakim).
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Rationale of Prohibiting Riba

e Ribais a cause of injustice and exploitation
e Riba leads to the creation of materialistic society
* Riba discourage productive work

e Riba impedes healthy economic development (encourage
security oriented rather than growth oriented)

e Ribaincreases the disparities in income and wealth
e Riba discourages partnership

>
AN

N
Islam encourage trading
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. Gharar (uncertainty)

Literally: Deceit, fraud, uncertainty, danger, peril, or hazard
that might lead to destruction or loss

Technically: any transaction of probable items whose
existence or characteristics are not certain, due to lack of
information, ignorance of essential elements in the
transaction to either party, or uncertainty of the ability of one
party to honor the contract

Prohibition of gharar

— Indirect references made in the Qur’an

— Conclusively prohibited by the Sunnah of the Prophet s.a.w.
Classical examples of gharar sale

— Sale of fish still in the sea, Sale of birds in the air, Sale of unborn animals,
sale of unripen plants

— Selling non-existance goods, Short selling of stocks in capital market
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3. Gambling (Maysir, Qimar )

e Maysir: easy acquisition of wealth by chance,
whether or not it deprives the other’s right.

 Qimar means the game of chance in which one gains
at the cost of others.

e Example: Lottery, speculation in stock markets, zero-
sum-game in financial transactions
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They ask you about wine and gambling. Say, "In them Is
great sin and [yet, some] benefit for people. But their sin
IS greater than their benefit." And they ask you what they
should spend. Say, "The excess [beyond needs]." Thus
Allah makes clear to you the verses [of revelation] that
you might give thought. (Al-Bagarah: 219)
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4. Selling haram (unlawful) products
e alcohol/drugs and all kinds of intoxicating product,

* bacon, gelatyn, oil, and any kind of products taken
from pig.

* meet from animal that is slaughter without
mentioning the name of Allah.

e Stolen items
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Gainful Business in Qur’an

. Sound judgment

e rahmat Allah is far e ‘Adl (justice), full
better than all the weight, full measure
riches of this world. e Refraining from all

e Objectives of all fraudulent practices
activities is mardhat —> corrupting the
allah (the pleasure of land
Allah) e Preference of

* real example: thoyyib (good), halal
granting ease or (lawful), against
respite one’s debtor, khabits (bad) and
gard al hasan haram (unlawful)

(benevolence loan)
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Right conduct (QS:

33:21, 68: 3-4)

* Good deeds as real
gainful investment —
emulate Rasulullah
SAW

e Guard trusts, keep
promises, moderate
in dealing with Allah
as well as with fellow
humans

e Wealth and children
are crucial test for
the integrity of man
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Losing Business

All such dealing that might bring a small profit

momentarily, but eventually result in a tremendous
and irreparable loss

e The worst investment: the trade that not only gains
nothing but also suffers the loss (QS 2:86)

e Unsound judgement: to prefer the life of this world
to that of the hereafter (31:33; 13:26)

e The evil conductinvolvement in any activity that is
prohibited by Allah (QS 2:121; 2:174)
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Accountability in Islam

QS 36:65; 41:18-21

Man are being vigilantly monitored and accurately

recorded.

The Qur’an is very explisit in speaking about the rewards and
punishments based on the conduct of man in this life.
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The Qur’an Verses about Approved
Business Conduct

55:7-9 24:37 2:280
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Islamic Business Principles

Freedom of economic pursuit (QS: 4:29)

e Recognition and regard for personal property
e Allah is the absolute/ultimate owner
e However, personal ownership is not ruled out
e Legality of trade

e Qur’an envisages complete freedom of trade, internal or
external

e However, it does not mean as abolition of all restrictions
e |t should be ethical: honest, mutually beneficial

e Mutual consent
e Consent, concurrence, and agreement

Faculty of Economics and Business/ Evony Silvino Violita/2016

19



Islamic Business Principles

Justice/Equity

e Fulfilment of promises and contracts
e Exactness in weights and measures
e Work, wages, payments

e Truthfulness, sincerity, honesty

e Efficiency and competence

e Selection on merit

e Investigation and verification
e ‘adl
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Islamic Business Principles

LSafeguard

e Writing of a contract
e \Withesses

e Rahn
e Individual responsibility
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Islamic Business Principles

- Manners

e Politeness

e Forgiveness

e Compensation

e Removal of hardships

e Providing help

e Consideration of others’ needs and interest
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Form of Approved Business.

Barter

- a
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Disapproved Business Conduct
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1. Riba

~Literally: increase or addition

Technically: the addition in the amount
of loan in consideration of the time for
which it is advancd or of the time for

- which the repayment of loan is deferred
- |
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2. Fraud

FENCERLE o Tatfif (engaging in
cheating is fraud)

the

characteristic
of the e Falsehood and breach

hypocrites of pacts/promises
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e Dishonesty
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3. Other disapproved Practices .

¥*

Protectionism

i

Measures
Monopoly causing price-
hike
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