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Abdelilah Belatik
Secretary General
CIBAFI

Welcome to the 35th issue of the Global Islamic Economics
Magazine (GIEM). We keep you updated with CIBAFI’s activities
and initiatives in supporting the Islamic finance industry.

I am delighted to open this issue of GIEM with an overview of
the Islamic finance industry development in the global arena.
Many institutions in the international level have started putting
their efforts in promoting Islamic finance in their top agenda as
part of initiatives to achieve sustainability and resiliency of the
global economic system. One of the topical issues is the initiative
of G-20 group of major nations, accounting for 85% of the global
economy, to include Islamic finance in its annual agenda. Turkey
has officially held the G20 presidency starting from December 1,
2014 and announced its G20 Presidency Priorities for 2015. Specific
to Islamic finance, the G-20 in its annual agenda has pointed out the
role of Sukuk and small-to-medium enterprises (SMEs) financing,
which is part of its investment initiative to unlock private sector
investments both for infrastructure and SMEs. This has been
supported by a strong presence of some Muslim-majority countries
that have important economic policy positions at the G-20 group,
such as Turkey as holding the presidency; Indonesia as co-chair
of the G-20 investment and infrastructure working group; and
Malaysia as a guest representing the ASEAN. Saudi Arabia is also
a member of the G-20.

The inclusion of Sukuk as a tool for infrastructure financing and
Islamic Finance on the agenda of the G20 summit, which will be
held in Antalya, Turkey in November 2015, could be a potential
major game changer for the Sukuk market. Saudi Arabia, Indonesia
and host Turkey, working closely with the IDB, are pushing the
Sukuk agenda. In fact, Turkey hosted a meeting of G20 Finance
Ministers and Central bank Governors in Istanbul in February
during which extensive discussions took place on instruments such
as equity financing and Sukuk. The Meeting urged regulators to
include Sukuk in their monetary policy frameworks. The emerging
trend shows that much deeper pool of capital in the hand of private-
sector Islamic investors, and hence the Islamic Development Bank
put the efforts along with the G-20 to unlock the potential. As to
SME financing, the focus is to tackle the bottlenecks impeding
growth, with emphasis on great importance to non-traditional
sources of lending such as equity-based financing.



In response to this initiative, the B-20 group as an influential platform
bringing together business leaders from G20 economies has come
up with the B-20 Financing Growth Taskforce with several key aims
to improve and strengthen the current global financial architecture;
increase and diversify the access to equity for SMEs; and improve the
financing structure of the corporate world towards a better balance
of debt and equity financing. The Taskforce has selected regulatory
priorities for global market regulations and best practices to promote
SME financing.

Along these lines, several multilateral institutions have put Islamic
finance in its top agenda. The Interdepartmental Working Group on
Islamic Finance (IDWGIF) of the International Monetary Funds (IMF)
is currently studying the suitability of Sukuk as an asset-based and
asset-backed financing instrument for infrastructure. The IDB also has
a cooperation agreement in place with the IMF for the latter to provide
technical assistance to countries interested in developing Islamic
financial services including Sukuk in their jurisdictions. Part of this, the
seminar, jointly organized by G20 Presidency and the IMF, convened
on 16 April 2015 sought an opportunity to exchange views on the role
of asset-based financing (Islamic finance) towards the overarching
objectives of inclusive growth, SME and infrastructure financing, and
financial stability. On the other hand, the World Bank, which under
its International Finance Facility for Immunisation Co. (IFFI), has
launched an inaugural $500m Sukuk Al Murabaha — a 3-year floating
rate note in December 2014. This debut issue by IFFI was done on a
“big learning curve” as no-one at IFFI had experience with Islamic
finance, while at the same time Sukuk investors were not familiar with
the IFFI bond programme.

In line with the CIBAFI’s Strategic Objectives, the Council is active
in promoting global Islamic finance industry development through a
strong cooperation with other multilateral institutions. While CIBAFI
has been the member of the IMF’s External Advisory Group in Islamic
finance, the Council is also active in the B-20 Financing Growth
Taskforce with respect to Islamic finance. CIBAFI focus and efforts
are determined towards achieving its four key Strategic Objectives in
order to strengthen its role as the global umbrella of Islamic financial
institutions. Other initiatives are being planned in all four Strategic
Objectives. Stay tuned.
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Chapter Three
The Ruling of Working in this Field (continued)

Permissibility of an Act Forbidden in itself Due to
Necessity

The previous section concluded that interest dealt by
corporations in the financial industry in the United
States is riba al-nasee’a, which is prohibited in itself.
The significance of defining the degree of prohibition
lies in the application of a known figh maxim that
states:

“A Matter prohibited in itself is allowed on the basis
of necessity (daroora), and a matter prohibited for
another cause is allowed on the basis of need (haja)”’
(al haram li dhatih tubehuh al daroora wa al haram
li ghayrih tubehuh al haja).

Ibn Taymiyya said:

“Matters prohibited based on the dhara’i maxim are
allowed in the presence of outweighing benefits” .

Needs and outweighing benefits (maslaha rajiha) will
be addressed in the next section.

The type of necessity intended here is the specific
implication of the term by the fuqaha’. The inference
of necessity by the scholars of Usul al-Figh is in
general terms. That is, it does not need to be confirmed
in every individual case in order for it to be instated
to allow prohibitions. Hence, its focus is the general
principles that preserve faith, human life, intellect,
wealth and heredity. This is not the type of necessity
examined here.

The scholars of figh use necessity (daroora) in two
ways:

1. Necessity in its general indication: This has the
same definition as need (haja), and it does not
entail making a matter prohibited in itself (haram
li dhatih) permissible, as will be addressed.

2. Necessity in its specific implication: This is the
focal point of discussion in this section .

Rulings of Employment in the Finance
Industry in the USA

Part Three

Al-Suyuti defined necessity in its specific implication:

“For one to reach a point that if he does not perform
the unlawful, he will near death or in fact die. This
condition allows one to perform the unlawful”. (al-
Suyuti)

The practical application of this when addressing
employment in the financial industry is that ifa Muslim
aggressively searches for lawful employment options,
and follows all leads even outside of his locality, but
fails to find an opportunity, and is overburdened by
financial responsibilities that make him certain he
will not be able to cover his basic needs and the needs
of his dependents, at that point he may engage in any
job until his necessity ends.

There are a number of important clarifications that
must be mentioned here:

1. Considering necessity in its specific implication
requires that it be dealt with on an individual
basis. It is improper to generalize the ruling or
to presuppose that the outlets to halal jobs are
indeed absent. An individual must confirm his
situation with a reliable and God fearing scholar.
If the scholar allows him to work in this field, he
may proceed, and if he does not he must refrain.

2. Itisn’t required for the necessity to be imminent;
it is sufficient for it to be highly probable.
However, it should be noted that there is a big
difference between a plausible necessity and one
that is merely presumed. The signs of a presumed
necessity aren’t evident, and it can be a figment
of one’s imagination or a whisper from the devil.
A plausible necessity is when one loses his job
and his savings are dwindling. He is actively
searching for a job, but realizes it won’t be easy,
and it isn’t convenient for him to borrow money
from someone until he finds a job. In such a
case, he isn’t required to wait until his savings
are depleted; he should work in any available job



before reaching such a condition. Holding people
to standards beyond this would be burdening
them with more than they can handle.

Imam al-Zurgani espoused the same view in his figh
commentary in the chapter of foods:

“Necessity is when there is certain or highly probable
fear of death. It isn’t required for one to be on the
brink of death”. (al-Zurgani)

Clearly, this sound understanding dictates that high
probability, which is measured according to one’s
own knowledge and experience, is sufficient to apply
the rulings of necessity.

3. If a Muslim holds an unlawful job position, he
should not depend on it; it is incumbent that he
continues to search for a halal alternative.

4. If a repentant Muslim holds an unlawful job
position, he is not required to immediately leave
if it is his only source of income. Otherwise, it
would be obligatory for him to leave that position
immediately.

5. In a case where it is allowed for a Muslim to
work in this field, he can only spend as much as is
needed to alleviate his necessity (daroora) or even
his need (haja) and that of his dependents; by no
means is it allowable for him to spend more than
that. In figh, it is established that needs are treated
as necessities in allowing prohibitions. However,
in order to apply this maxim, necessity (daroora)
needs to be initially present. That is because the
matter is prohibited in itself (haram li dhatih), and
hence, only permitted by necessity.

Imam al-Juwayni extensively addressed this issue
when addressing what is permissible for a Muslim to
take if prohibitions become prevalent and outlets to
halal are limited:

“This section is based on a situation where unlawful
practices become dominant and people across the
globe do not find an alternative location with lawful
practices...In such a case, it is incumbent that one
limits himself to his needs, and it is prohibited to
live in any type of luxury...The ruling remains the
same even if the inhabitants of an area with unlawful
practices are unable to relocate, and are large in
numbers, and it is presumed that if they limited
themselves to the basics of livelihood, they will not
be able to prosper; they too must limit themselves to
fulfilling needs...” (al-Juwayni)

The words of Imam al-Juwayni are clear in that the
presence of necessity is required, and in that case it
is permissible for one to acquire the amount that will

fulfill his needs, and it is impermissible to engage in
any form of luxury.

6. Since one can only take a position with unlawful
practices to fulfill a necessity or a need, he must
discard the rest of the income and give it to general
Muslim causes. Nonetheless, it is hopeful that
he will be rewarded for his pleasant intention of
discarding unlawful wealth from his possession.

Permissibility of Haram li Ghayrih Due to Need
The scholars of Figh have defined a need (haja)
as a necessary element in order to consider ease
in mitigating circumstances in which the benefit
(Maslaha) is lost. If such a need is not considered,
a great deal of hardship will befall the public. (al-
Shatibi p. 9 vol. 2)

Commonly, the fugaha’ offer in this regard the
examples of transactions allowed by Islamic law
contrary to the general rule.

Imam al-Suyuti explained the maxim, “A need is
dealt as a necessity whether it is general or specific”
(al haja tunazl mnzilata al daroora ‘amatn kant au
khasah):

“An example of a general need allowing otherwise
unlawful transactions is the permissibility of renting
goods and hiring services (ljara), ja’ala, debt
transferring (hawala) and other transactions which
have been allowed contrary to the general rule...And
an example of a specific need is repairing vessels by
welding them with silver (tadbeeb)”. (al-Suyuti , 62)

It is apparent that considering a need as always being
a cause of ease is an overstatement that should not
be generally applied. That is, it is impermissible for
an individual to engage in unlawful practices just
because of common difficulties; there must be explicit
consideration of the specific circumstance by Islamic
law via textual evidence or an apparent analogy (giyas
jaliy) in order for this maxim to be regarded. Thus,
the axiom “A need is dealt as a necessity whether
it is general or specific” is merely referred to in the
context of setting the framework for Islamic rulings
and conveying the cohesion of its legislations.

Consequently, this axiom is an axiom of Usul al-figh,
not a Figh maxim . Meaning, it isn’t essential for
need (haja) to be present in individual cases in order
for renting goods or hiring services (ljara) and salam
to be allowed; rather, these transactions are deemed
permissible from the outset. Therefore, need (haja)
in the maxim denotes a general, consistent cause that
Islamic law has regarded to establish specific rulings
and exemptions (rukhsa), and it is not a nebulous
concept.



In explanation of the maxim, “General matters
cannot be rendered analogous to a matter established
contrary to the general rule” (ma thabata ‘ala khilafi
al-giyas fa ghairuhu “alaihi la yuqas), Imam al-
Ghazali expounded:

“The second category refers to matters of an
analogous nature (i.e. the reasoning for exemption is
evident) that are exempt from a preceding rule. All
other matters that are analogous to the exemption but
have the probability of falling under the rule are in
fact exempt based on analogy (giyas). For example,
the sale of al-‘Araya did not abrogate or overturn
the regulations that define interest; it was simply an
exemption from the general rule. Grapes were deemed
analogous to dates, and if there weren’t any indicators
to the soundness of such an analogy, we would not
have dared to append its ruling”. (al-Ghazali)

In this excerpt, Imam al-Ghazali establishes that
drawing analogies between non-textual based needs
(haja) and textually established needs should not
be loosely applied. In fact, this can only be applied
when there is apparent reasoning for the exemption,
which would deem it of an analogous nature. Hence,
he mentioned the analogy of grapes and moist dates.
This analogy would entail the permissibility of selling
grapes in exchange for a larger volume of raisins,
because they are storable goods or because they are
fruits.

Ibn Hajar mentioned this in his commentary on the
hadith of al-*Araya:

“The Salaf have differed as to whether grapes and
similar fruits are analogous to moist dates in the
ruling of al-‘Araya. It was said that they are not
analogous, and this is the opinion of the Dhabhiris
and some Shafi’i scholars. It was also said that all
storable goods are analogous to moist dates, and
this is the opinion of the Maliki scholars. Some held
that all fruits are analogous to it, and this opinion is
referenced to Imam al-Shafi’i”. (al-’ Asqalani)

Every reason mentioned by Ibn Hajar can be referred
to as an apparent, consistent cause that can suitably be
linked to the figh verdict. Hence, the presence of need
is not the only cause of this ruling, as is apparent.

Ibn Qudama sums up this conclusion in the context
of addressing public interest (masalih mursala) after
mentioning examples of needs (hajiyyat) and luxuries
(tahseeniyat):

“We do not know of any difference of opinion
regarding the impermissibility of clinging to these
two categories without any textual basis. If that
was allowed, it would entail legislating laws based

on conjecture, and it would downplay the need for
sending messengers. Such a dynamic would place
the layman on the same footing as a scholar, because
everyone knows his own personal benefit”. (al-
Maqdisi)

That being said, the axiom that states, “A matter
prohibited in itself is allowed on the basis of necessity,
and a matter prohibited for another cause is allowed
on the basis of need or outweighing benefit” is more
of a Usul al-figh axiom than a figh maxim. Also, the
application of the axiom in terms of needs is limited
to needs that are textually based and analogous in
nature.

The previous section established that the financial
services available are usually on the basis of riba al-
nasee’a, and hence, they are only allowed in cases of
necessity. The only issue that remains to be addressed
is if jobs with a lower grade of prohibition (i.e.
prohibited due to other matters - haram li ghayrih)
can be allowed on the basis of need (haja).

As previously mentioned, not all of the financial
service companies offer a variety of services; some
specialize in one service such as insurance, for
example. It is common knowledge that the various
insurance policies are prohibited; however, it cannot
be clearly stated that all of these transactions are on
the basis of riba al-nasee’a.

For example, in its 2nd annual conference in Jeddah,
Saudi Arabia in 1985, the Islamic Figh Council, a
subset of the Muslim World League, explicated:

“Customer insurance that insurance companies
commonly offer contains a great deal of uncertainty
(gharar) that invalidates the transaction, and hence, it
is unlawful in Islamic law”.

Notice that the Council’s declaration related the
prohibition to the degree of uncertainty, not to
interest (riba). However, many other figh assemblies
unequivocally mentioned that both riba al-fadl and
riba al-nasee’a are present in insurance policies.

Dr. Yusuf al- Shubily is a modern scholar who
challenged the notion that interest (riba) is present
in insurance policies with the exception of life
insurance. When discussing the ruling of insurance
and the evidences mentioned by those who prohibit,
he said:

“Secondly it is presumed to contain interest because
an insurance policy entails a monetary exchange,
namely the insurance payments in exchange for the
service. This monetary exchange lacks the presence
of immediacy (tagabud), and the payment and the
compensation are not of equal sum (Tamathul) (Note:



These are two regulations for monetary exchanges
and the exchange of interest-based commodities set
by Islamic law.). Note that life insurance is excluded
from the discussion because it contains a fixed interest
rate paid to the insurance beneficiary along with the
payments made if he lives to the end of the agreement.

This argument is refuted from two aspects:

1. This agreement is actually a transaction of
payments made to the insurer in exchange
for a service, which is that the insurer covers
losses and damage on behalf of the beneficiary.
Hence, the compensation is a service; there isn’t
a monetary exchange for one to consider the
non-compliance with the regulations of interest
bearing transactions.

2. The insurer does not compensate the customer for
his payments per say because in many instances
he doesn’t need to make any payout; the insurer
is only required to provide coverage when there
are specific dangers involved. These payouts are
a secondary result of accident coverage. If this is
considered interest, every transaction involving
a risk should also be considered interest”. (al-
Shubily)

Working off of this valid scholarly opinion, if it is
in fact established that customer insurance does not
contain interest, and if there are some insurance
companies that do not offer life insurance, and there
is a legally regarded need (haja) to work in this field,
I pray that this would be fine based on the maxim that
states: “Matters prohibited due to other causes (haram
li ghayrih) are allowed on the basis of need”.

The following reasons can be suggested for the
opinion that holds it is permissible:

1. Some insurance companies offer auto repair
services, such as the American Automobile
Association (AAA). This specific service is void
of any interest because the customer is clearly
paying insurance for a service, namely auto repair
and maintenance. This isn’t considered interest
by anyone.

2. The unlawful element of excess uncertainty
(gharar fahish) in insurance policies is less severe
than the unlawfulness of interest. Thus, Islamic
law has allowed some transactions that contain a
degree of uncertainty such as property sales; the
condition of the building’s infrastructure may not
be known. (A. i. Taymiyya)

In this regard, Imam al-Nawawi said:
“The deciding factor for transactions containing a

degree of uncertainty (gharar) is that if its presence
is inevitable and can only be avoided by extreme
measures, or if it is only present at a miniscule degree,
the transaction is permissible. If that is not the case,
the transaction is invalid”. (al-Nawawi)

3. Islamic law has allowed some transactions
containing riba al-fadl based on its prohibition
being due to other causes (haram li ghayrih). One
of these transactions that is widely accepted by
scholars and supported by textual evidence is
the sale of al-*Araya. Another transaction that is
more controversial is selling jewelry in exchange
for gold or silver heavier in weight. Ibn Taymiyya
and his student opposed the scholarly majority on
this issue; this issue is not heavily controversial,
but nonetheless it is significant.

Ibn Taymiyya -Allah have mercy on his soul- said:
“It is permissible to sell gold and silver jewelry in
exchange for its own type without the stipulation of
it being of an equal sum (Tamathul). The increased
payout of gold or silver is considered a compensation
for the craftsmanship. The payment can either be
instant or deferred, as long as it is not dealt as a
monetary exchange”. (al-Ba’li)

That is, as long as the jewelry is dealt as a commodity,
rather than being a monetary tool. Ibn al-Qayyim
strongly defends the opinion of his teacher in his
book I’lam al-Muwagi’een. (al-Jawziya p.140 vol. 2)

4. Justasthere may be a need to have insurance, there
may be a need to work in insurance companies.
An example of such a case would be if a Muslim
cannot find any other halal alternative that would
cover his needs, or he may find an alternative
that is not suitable for his social status. Such a
person can work in insurance companies, but he
must only use the amount that covers his needs.
He must discard the rest of his income from his
possession, not as charity but as a payment to
general Muslim causes. Basically, everyone who
is categorized as poor and deserving of zakah is
allowed to work in insurance companies on the
basis of need.

5. There aren’t any insurance companies that do not
offer life insurance, as far as I know. The details
presented are merely a theoretical breakdown in
case there are insurance companies that do not
offer life insurance.

Section Summary
The following conclusions can be made based on the
research presented in this section:



The only jobs in the financial industry that are
permissible by default ruling are ones involving
non-financial services such as auto repair, driver’s
education, transportation, telecommunications,
selling commercial lumber and building material,
edible goods,etc. It is also permissible to work in
Islamic banks and Islamic investment. In addition,
it is permissible for one to seek an internship in
this field for academic purposes, as long as one
discards the income earned and gives it to general
Muslim causes.

Other jobs that include high or medial level
administrative positions, front desk positions,
communications, technical support, marketing,
human resources, loans, investment, etc. are all
prohibited for its own sake (haram li dhatih)
because it either directly leads to interest or
usually does so.

One can only seek employment in a job position
that is prohibited for its own sake if there is an
established necessity according to the specific
legal implications of the term, or if that necessity
is highly probable. Only then can one work in
that position to cover his necessities and even his
needs, but he must continue to search for a halal
alternative.

Under no circumstance is it allowable for one to
spend on luxuries (tahseeniyat) when the source
of his income is from financial services. He must
discard any extra wealth and deliver it to general
Muslim causes.

Arepentant Muslim is not required to immediately
abandon his position as long as he is in dire need
of that income. However, he must actively search
for a halal alternative, even if it is a lower pay
grade.

There is an academic basis for it being halal to
work in insurance companies that do not offer life
insurance because the other insurance agreements
do not contain interest. This opinion is based on
the presence of a legally regarded need (haja).

Research Conclusions

After an extensive analysis of the United States
financial industry and the various jobs one can hold
in this field, the following matters can be concluded:

1.

The finance industry encompasses a wide variety
of financial services that include insurance,
banking, mortgaging, credit card services,
brokerage and financial advisory. Financial
corporations usually aren’t limited to one service;

in fact, leading corporations usually offer all
available services.

This industry reflects a capitalisteconomic system,
and interest is one of its defining hallmarks; rarely
is a financial transaction in this system void of
interest. The transaction may directly involve
interest, such as one of the various interest bearing
loans, or the transaction may initially be void of
interest, but either directly lead to it or usually
does so, as is the case with credit card companies.
Even a non-financial service may lead to interest.
There are only a handful of services that do not
lead to interest such as currency exchange or the
issuance of traveler checks.

The type of interest dealt in this field is riba al-
nasee’a; riba al-fadl is essentially nonexistent.

The jobs available in this field all play supportive
roles in completing interest bearing transactions.
Employees all essentially deal with interest, even
though it is at varying degrees.

Therefore, employment in the finance industry
is prohibited for its own sake; it is only allowed
in cases of necessity (daroora). Necessity is
measured according to its legal implication in
figh; each case must be assessed individually.

In the event that there is a high level expectancy
of necessity, it is permissible to work in this
field. However, the Muslim can only use the bare
minimal that covers his necessity (daroora) and
even his need (haja), because needs are treated
as necessities. Any money left over must be
delivered to general Muslim causes. It is hopeful
that he will be rewarded for discarding unlawful
wealth from his possession.

Arepentant Muslim is not required to immediately
leave a position he holds in this field if he is in
dire need of that income; he can maintain that
job, but he must limit his use of his income to
the bare minimal needed to cover his necessities
and needs. That being said, he must continue to
search for a halal alternative.

There is no leeway for one to work in this field
on the basis of need. Reason being the axiom that
states “Needs are dealt as necessities in allowing
unlawful practices” is a Usul al-Figh axiom,
not a Figh maxim, and hence, it is in general
terms. This particular axiom was established
in the context of Islamic law allowing a few
specific transactions, although they are contrary
to the general guidelines; these general needs are



10.

textually established. The only case in which this
axiom can be applied beyond this framework is
if there is room for valid analogy (qgiyas). In any
case, giyas would not permit a matter prohibited
for its own sake; rather, it is only applicable in
some cases where a matter is prohibited for
another cause (haram li ghayrih).

It may be allowed to work in some insurance
agencies on a need (haja) basis if it is void of
life insurance, and if the scholars establish that
it is indeed void of riba al-nasee’a. Reason
being Islamic law has allowed some transactions
regardless of its potential harms due to need,
although they may contain riba al-fadl, because
riba al-fadl is prohibited for another cause.
Everything that is prohibited due to external
factors (Sadd al-dhara’i’) is allowed on the basis
of need (haja).

It is also allowed for one to work in Islamic
finance or Islamic investing, whether it is via an
independent financial institution or a subsidiary
of an interest-dealing institution. However, it is
required that a reputable scholar or a scholarly
body attests that its dealings are shari’a compliant.
Itis also allowed for one to pursue an internship in
this field if it is for academic purposes. However,
he must discard the income from his possession
and deliver it to general Muslim causes.

I conclude this research of the financial services
industry in the United States praying to Allah, the
Beholder of my success; I depend on Him alone and
to Him is my return.

Référence :

Reference al-Furuq by al-Qarafi (#58)

Majmu’ al-Fatawa

For more details regarding the difference between needs and
necessities reference “Al-Farq bayn al-Daroora wa al-Haja” by
Dr. Abdullah bin Bayyah (Islamic European Council of Research
and Fatwa: 4th and 5th edition of the academic Journal)
Reference a detailed critique of Imam al-Juwayni’s opinions in
“Wagqafat Hadi’ah” by Dr. Salah al-Sawi page 32

Dr. Abdullah bin Bayyah supports this opinion in his book “Al-
Farq bayna al-Daroora wa al-Haja” p. 128

This is a transaction in which the price is paid upfront and the
delivery of the product is deferred. It is an exception from the
prohibition of selling that which one does not possess. It has
been exempt from the general rule because of the great need
for it. For example, farmers may not have the money to farm,
so this transaction allows them to use the money fronted by the
buyer, and they would deliver the product at the time of harvest.
(Translator)

Bibli

This refers to the sale of moist dates on the palm trees in
exchange for dry dates, or the sale of grapes still on its vines in
exchange for raisins. (Translator)

ography :
al-Amidi, Saifuddin. Al-Thkam fi Usul al-Ahkam. Vol. 1. Beirut:
Dar al-Kitab al-’Arabi, 1983.
al-’Asqalani, Ibn Hajr. Fath al-Bari Sharh Sahih al-Bukhari. Vol.
4.n.d.
al-Ba’li. al-Ikhtiyarat al-Fighiyyah. www.almeshkat.net, n.d.
Al-Bukhari, Muhammad bin Ismail. Al-Jami’ al-Saheeh. n.d.
al-Ghazali, Abu Hamid. al-Mustasfa. Beirut: Dar al-Kutub al-
’Ilmiyyah, 1992.
al-Hafeed, Ibn Rushd. Bidayat al-Mujtahid wa Nihayat al-
Mugtasid. Vol. 2. Beirut: Dar al-Fikr, n.d.
al-Jawziya, Ibn Qayyim. I’lam al-Muwagqi’een. Cairo: Maktabah
al-Kulliyat al-Azhariyya, 1967.
al-Jawziyya, Ibn Qayyim. Bada’i al-Fawa’id. Vol. 3. Beirut: Dar
al-Sharq al-’Arabi, n.d.
al-Juwayni, ‘Abd al-Malik. Al-Ghiyathi. Matabi’ al-Dawha,
1979.
al-Maqdisi, Ibn Qudamah. Rawdat al-Nazir. Vol. 1. Riyadh:
Jami’at al-Imam, 1978.
al-Nawawi. al-Majmu’ Sharh al-Muhadhab. Vol. 9. Beirut: Dar
al-Fikr, n.d.
al-Qarafi, Shihabuddin. Al-Furooq. Vol. 3. Cairo: Dar-alsalam
Publications, 2001.
al-Qudah, Dr. Main. Islamic Finance Corporations in the United
States. Nigeria: Assembly of Muslim Jurists of America, 2005.
al-San’ani, Muhammad. Ijabat al-Sa’il. Vol. 1. Beirut:
Mu’assasah al-Risala, 1986.
al-Shatibi, Abu Ishaq. Al-Muwafaqat fi Usul al-Shari’ah. Ed.
Abdullah Draz. Vol. 4. Beirut, Lebanon: Dar Al-Ma’rifah, n.d.
al-Shawkani. Irshad al-Fuhool. Vol. 1. Beirut: Dar al-Fikr, 1992.
al-Shubily, Dr. Yusuf. «Insurance in America.» Assembly of
Muslim Jurists of America (n.d.).
al-Subki, Taqiuddin. Al-Ibhaj fi Sharh al-Minhaj. Vol. 1. Beirut:
Dar al-Kutub al-"Tlmiyyah, 1983.
al-Suyuti, Jalaluddin. «al-Ashbah wa al-Naza’ir.» Cairo: Mustafa
al-Babi al-Halabi, 1977.
al-Zurqgani. Sharh al-Zurqani ‘ala al-Muwatta’. Vol. 3. Beirut:
Dar al-Kutub al-"Tlmiyyah, 1990.
autoclubgroup. www.autoclubgroup.com/michigan/index.aspx.
n.d.
BankofAmerica. www.bankofamerica.com/hub/index.cfm?temp
late=need&state=mi#skipnav. n.d.
Chase. www.chase.com. n.d.
Colombiafunds. www.colombiafunds.com/home.htm. n.d.
«Fatawa al-Lajna al-Da’ima.» Vol. 15. n.d. 55.
Fidelity. www.fidelity.com. n.d.
Hanbal, Ahmad Ibn. Musnad Imam Ahmad. 2 vols. Cairo:
Mu’assah Qurtubah, n.d.
http://en.wikipedia.org/wiki/Citigroup. n.d.
Taymiyya, Ahmad Ibn. al-Fatawa al-Kubra. Vol. 29. Beirut: Dar
al-Ma’rifah, 1978.
Taymiyya, Ahmad ibn. al-Qawa’id al-Nooraniyah. Ed.
Muhammad Hamid al-Faqi. Beirut: Dar al-Ma’rifah, n.d.
wikipedia. http://en.wikipedia.org/wiki/americcanautomobileass
ociation#memberbenefits. n.d.
http://en.wikipedia.org/wiki/americcanautomobileassociation#
memberbenefits. n.d.
Wikipedia. http://en.wikipedia.org/wiki/Citigroup. n.d.
http://en.wikipedia.org/wiki/Credit_card#revenues. n.d.
http://en.wikipedia.org/wiki/Individual_retirement_account.
n.d.
http://en.wikipedia.org/wiki/JPMorgan_Chase. n.d.
http://en.wikipedia.org/wiki/Mortgage_loan. n.d.
http://en.wikipedia.org/wiki/Reverse_mortgage. n.d.



Money laundering: an Islamic perspective

Introduction

Money laundering isavery serious offence and may cause severe economic repercussion.
According to the United Nations, an estimated $1.6 trillion was laundered globally in
2009, which is destroying society and economy (Roberto, 2012). Money laundering is
basically the concealment of unlawful money that is acquired via unlawful methods.
There are various views on the how the term ‘money laundering’ was coined, with one
of the views being that mafia/drug dealers would set up laundromat outlets as means
to cleanse their illegal proceeds (Yasin, 2012: 296). The paper identifies some of the
regulations that are created to combat money laundering globally including Muslim
countries. However, the aim of the paper is to highlight the Islamic perspective of
money laundering, by stating what Islam recognizes as money and what activities could
be consider as unlawful usage of money.

Money Laundering Regulations

One of the earliest legislations crafted to combat money laundering in the United State
was the Financial Recordkeeping and Reporting of Currency and Foreign Transactions
Act of 1970, referred to as the Bank Secrecy Act (BSA). The purpose of the act was
“to require financial institutions to maintain appropriate records and file certain reports
which have a high degree of usefulness in criminal, tax, or regulatory investigations
or proceedings” (United States, 1984: h-57). The intent behind this regulation was to
capture those involve in criminal activities.

Then there was the Money Laundering Control Act of 1986, which made money
laundering a federal crime in the United State. Then came the Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
Act of 2001 (Patriot Act), which came in being as a result of September 11, 2001 that
happen in the United States of America. This act is said to be a means of countering
terrorism and money laundering offences committed globally (Patriot Act).

At the international level, the Financial Action Task Force (on Money Laundering)
(FATF) is playing a major role in controlling money laundering. This is an inter-
governmental body that was established in 1989. The purpose of the body was “to set
standards and promote effective implementation of legal, regulatory and operational
measures for combating money laundering, terrorist financing and other related threats
to the integrity of the international financial system. The FATF is therefore a “policy-
making body” which works to generate the necessary political will to bring about
national legislative and regulatory reforms in these areas” (The Financial Action Task
Force). FATF currently comprise of 36 member countries as FATF-Style Regional
Bodies (FSRBs) with over 180 jurisdictions are committed to their recommendations
including most Muslim countries under the Middle East and North African Finance
Action Task Force (MENAFATF) and other Muslim countries such as Malaysia,
Indonesia, Pakistan, Afghanistan, etc. (The Financial Action Task Force). These are
merely a few of the numerous laws and regulations that are set in place to combat
money laundering.



Islamic concept of Money laundering

It must be understood that in Islam money is merely
a means of exchange within the society. Hence, its
usage is to obtain a particular object and it is not
considered as a commodity by itself, therefore it does
not really contain any intrinsic value within itself; it
is by exchanging money that its value is determined.
There is indeed a social need for money in the society.
However, money in the form of wealth can be a test
from Allah; Allah says: “And surely We will test you
with a bit of fear and hunger, and loss in wealth and
lives and fruits (Surah 2: 155). . However, within the
context of money laundering the Quran states how,
wealth, money or property can be consumed illegally
or improperly, which is sinful; Allah says: “And do
not eat up each other’s property by false means, nor
approach the authorities with it to eat up a portion of
the property of the people sinfully, while you know”
(Surah 2: 188); this verse will be further explained
below.

The definition of wealth is frequently discussed
among classical jurist in the chapter of muamalat
(transaction). For example, Ibn Abidin defines mal
as “what human nature inclines to, and which can
be conserved until time of need” (n.d.: 57). Mal is
defined in Majallah (1967, article 126) as “something
desired by human nature and which can be put aside
against time of necessity. It comprises movable and
immovable property.” While al-Shatibi defined it as
“that on which ownership may be established, and
which can become exclusive for its owner apart
from others when he acquires it in the manner that
is appropriate for it” (1997: 17). Hence, although in
details the meaning is different but in contemporary
practice these definition can also be applicable to
modern money/currencies.

Illegal trading was prohibited in Islam over 1400 years
ago in an environment that all manner of trading was
acceptable and everyone was left to his/her customs,
whether it is just or not. There are numerous trading
activities that Islam prohibited during the time of
Prophet Muhammad (peace be upon him) which
are codified in modern money laundering acts and
regulations as illegal activities and proceeding, such
as counterfeiting, forgery, embezzlement, funding
activities that endangers the society, funding suicide,
murder, etc.

In Islam, the origin of things is ibahah (permissibility)
including money. However, there are means in which
activities and utilization of money becomes impure

or illegal. The usage of such forbidden money in an
Islamic society would represent the meaning of money
laundering. Hence, an Islamic perspective of money
laundering would be activities that are categorized
according to Islamic sources as unlawful, i.e., haram.

Unlawful activities according to Islam are as follows:

a. Riba (interest)

Riba (interest) under the category for money
laundering would appear very strange to most
conventional regulators. However, due to the severity
of its prohibition in the Quran and Sunnah, it would
rank as the highest offense of money laundering
in Islam. Allah says: “...they say: Trade is just like
usury; whereas Allah permits trading and forbids
usury... Allah has blighted usury and made alms
giving fruitful. Allah loves not the impious and
guilty” (Quran 2: 275-276). From the Sunnah, it is
narrated that Jabir said that Allah’s Messenger (peace
be upon him) cursed the acceptor of interest and its
payer, and one who records it, and the two witnesses,
and he said: They are all equal (Muslim, 10/3881). In
another report, Abu Hurairah related that the Prophet
said: On the night of the miraj | came upon a group
of people whose bellies were like houses. They were
full of snakes which could be seen from outside their
bellies. | asked Gabriel who they were, and he told
me that they were the people who had practiced riba
(Imam Ahmad). Abdullah ibn Hanjalah related that
the Prophet said: A dirham of riba (interest) knowingly
taken by a man is a sin worse than committing Zina
(fornication) 36 times (Imam Ahmad). These and
other such reports that indicate that riba and all its
forms are unlawful; hence, making riba (usury)
among the offenses in Islam that would be recognized
as money laundering activities and proceeds.

b. Bribery

Bribery is completely prohibited in Islam. Allah says:
“And eat not up your property among yourselves
in vanity, nor seek by it to gain the hearing of the
judges that you may knowingly devour a portion of
the property of others wrongfully” (Quran 2:188).
Therefore, whatever proceeds or instrumentalities
that were used and acquired as bribery would be part
of money laundering in Islam. The Messengerof Allah
(peace be upon him) cursed the one who pays bribes
and the one who takes bribes (Abu Dawud, hadith no.
3573). The Prophet (peace be upon him) said: “It is
not permissible for a man to take his brother’s wealth
unlawfully” (Ahmad, hadith no. 426)




c. Usurping others’ property

Usurping of another person’s property is clearly warned against in the Quran
and Sunnah as an offence and ill-gotten means of acquiring money. Allah says:
“And eat up not one another’s property unjustly (in any illegal way e.g. stealing,
robbing, deceiving, etc.), nor give bribery to the rulers (judges before presenting
your cases) that you may knowingly eat up a part of the property of others
sinfully” (Quran 2: 188). This may also relate to usurping other people property,
which is illegal. The Prophet (peace be upon him) said: “It is not permissible to
take the wealth of a Muslim unless he gives it willingly” (Ahmad, hadith no.
20172). Therefore, any property or money acquire through such mean will fall
with the Islamic view of money laundering.

d.Fraud

Fraud is highly shunned upon in Islam; it is a type of deception. Allah says: “It is
not for any Prophet to take illegally a part of booty, and whosoever deceives his
companions as regards the booty, he shall bring forth on the Day of Resurrection
that which he took (illegally). Then every person shall be paid in full what he
has earned, - and they shall not be dealt with unjustly” (Quran 3: 161). Hence, if
such an act is not acceptable in war booty then certainly any money or proceeds
acquired through such means could be deemed haram (illegal). Similarly, Allah
say: “Woe to those that deal in fraud, those who, when they have to receive by
measure from men, exact full measure, but, when they have to give by measure
or weight to men, give less than due. Do they not think that they will be called
to account?” (Quran, 83:1-4). From the Sunnah, the Prophet said “When you
enter into a transaction, say: There should be no attempt to deceive” (Muslim,
10/3663). Hence, all form of deceive, fraud, trickery to acquire the money or
property of another person would be illegal.

e.Theft and Robbery

Theft in Islam is a major offence, to the extent that the punishment for it can be
up to the amputation of the hand. Allah says in the Quran: “Cut off the hands
of thieves, whether they are man or woman, as punishment for what they have
done — a deterrent from Allah: Allah is All-Powerful, All-Wise.” (Quran 5: 38).
This verse is meant as a deterrent from committing such a crime and to show the
severity of the offence. Therefore, any activity or proceed acquired through this
means would be render as money laundering.

f. Gambling and Alcohol

Gambling and alcohol, or better yet the sale and consumption of alcohol, are
clearly prohibited in the Quran and Sunnah. Allah says: “O you who believe!
Intoxicants (all kinds of alcoholic drinks), gambling, al-ansab and al-azlam
(arrows for seeking luck or decision) are an abomination of shaitan’s (Satan)
handiwork. So avoid (strictly all) that (abomination) in order that you may be
successful. With intoxicants and gambling, Satan seeks only to incite enmity
and hatred among you, and to stop you remembering God and prayer. Will you
not give them up? (Quran 5: 90-91). The Messenger of Allah said: “Allah and
His Messenger have forbidden the sale of alcohol, dead meat, pork and idols”
(Bukhari; Muslim). The companions also asked him regarding this matter, when
they asked: “O Messenger of Allah, what do you think of the fat of dead animals,
for ships are caulked with it and animal skins are daubed with it, and the people
use it to light their lamps?” He said: “No, it is haram.” Then the Messenger of
Allah (peace be upon him) said: “May Allah curse the Jews, for when Allah




forbade them animal fat, they melted it down and sold it, and consumed its price” (al-
Bukhari, hadith no.1212; Muslim, hadith no.1581). Hence, clearly stating that whatever
proceeds or instrumentalities received from these activities would also be considered
from an Islamic perspective as money laundering.

Conclusion

In conclusion, money laundering from an Islamic perspective is much wider and vast
than the conventional legal aspect. This is because basically most of the activities that
are generally agreed upon by global regulatory standards on money laundering activities
would generally be considered as haram activities in Islam, such as counterfeiting,
forgery, embezzlement, funding activities that endangers the society, funding suicide,
murder, etc. The Prophet (peace be upon him) said: “Everybody that is nourished on
haram things, the fire is more fitting for it” (al-Tabarani, hadith no. 4519). The Messenger
(peace be upon him) also lay down a very fundament principle when he said: “When
Allah forbids a thing, He (also) forbids its price” (Abu Dawud, hadith no. 3488). This
gives an overview of why it’s best to restrain from gaining wealth or money through
illegal (haram) means. Therefore, the Prophet (peace be upon him) said: “Allah is Good
and only accepts that which is good...” and he mentioned a man who has been traveling
for a long time and is unkempt and covered with dust, and he raises his hands to the
heavens (and says), “O Lord, O Lord,” when his food is haram, his drink is haram, his
clothes are haram, and he is nourished with haram, so how can he receive any response?
(Muslim, hadith no. 1015) Therefore, the prohibition of money laundering activities in
Islam is not only meant to create a stable and just society, but also as means to better the
person’s life in the hereafter.
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M. Azzouz Elhamma
Professeur universitaire,
spécialiste en normes [FRS &

normes AAOIFI

Durant les cinq dernicres années, la finance islamique a
connu un succes treés remarquable. Sa capacité a résister
devant la crise financiére internationale qui secoue
le monde depuis 2008 a fait et fait encore I’objet de
plusieurs rencontres et débats au niveau international,
et elle constitue également le théme de plusieurs
études de recherche dans le monde entier. Le souci de
la réglementation et la gestion de la finance islamique a
conduit & la création de trois principales organisations
internationales afin d'harmoniser les pratiques bancaires
islamiques: I’AAOIFI  (Accounting and Auditing
Organization for Islamic Financial Institutions) ; 'IFSB
(Islamic Financial Services Board) et I’IIFM (International
Islamic Financial Market).

L'AAOIFI (I’organisation de comptabilité et d’audit pour
les institutions financieéres islamiques) a été créée le 26
février de l'année 1990 sous I’appellation « Financial
Accounting Organisation for Islamic Banks and Financial
Institutions (FAOIBFI) » a Bahrein. Ensuite elle a été
rebaptisée « Accounting and Auditing Organisation
for Islamic Financial Institutions (AAOIFI) ». Il s’agit
d’une organisation indépendante a but non lucratif. Elle
s’occupe de la comptabilité, de I’audit, de la gouvernance
et des normes (standards) Chariaa pour des institutions
financiéres Islamiques. En tant qu'organisation
internationale indépendante, I’AAOQOIFI est soutenue
par les membres institutionnels, y compris les banques
centrales, les institutions financieres islamiques, et les
autres participants de l'industrie islamique internationale
islamique a travers le monde. La question qui se pose est
la suivante : pourquoi le monde de la finance islamique
a pensé a des normes comptables spécifiques et non pas
d’adopter les IFRS ? Généralement, les normes AAOIFI
sont élaborées et publiées pour deux principales raisons :

* parce que les normes IFRS ne peuvent pas étre
adoptées toutes par les institutions financiéres
islamiques. En raison de problémes de conformité a
la Chariaa ou parce que les normes IFRS ne couvrent
pas entiérement les caractéristiques des IFI. Par
exemple: FAS 1 de I’AAOIFI (Présentation générale
des états financiers des IFI) couvre la norme IAS 1
(Présentation), 7 (flux de trésorerie), 18 (Revenu), etc.

Aa DB Aculoet) 2. O¥ 20

La comptabilité des produits financiers
islamiques : le rapprochement entre les normes
AAOIFI et les IFRS est-il possible ?

* les normes AAOIFI sont spécifiques a des pratiques
bancaires et financicres islamiques particuliéres non
couvertes par les normes IFRS par exemple: FAS 2
(Mourabaha et Mourabaha pour le Donneur d'Ordre
d'achat), FAS 7 (Salam et Salam parallele), etc.

Les IFRS/IAS rejetées par I’AAOIFI :

* Le principe de la prééminence de la substance sur
la forme est retenu par les IFRS et rejeté par les
FAS (normes comptables AAOIFI). Cette situation
apoussé I’AAOIFI a ne pas retenir I'TAS 17 relative
aux contrats de location-financement et d’adopter
une norme FAS 8 concernant 1’Ijara Muntahia bi
Attamlik. Egalement, I'TAS 17 est établie avec des
objectifs contraires a ceux de la Chariaa, notamment
en ce qui concerne I’actualisations des flux fondée
sur I’intérét qui est totalement interdit par le droit
musulman ;

e Les normes IFRS qui sont établies pour traiter des
situations non permises par la Chariaa, c’est le cas
par exemple de I’IAS 23 « Cofits d’emprunts » qui
est totalement rejetée par I’AAOIF ;

Les IFRS/IAS constituant une source d’inspiration pour
I’AAOIFI :

*  Quelques normes comptables de I’AAOIFI sont
fortement inspirées des IFRS et il n’existe pas de
grandes différences entre les deux référentiels
comptables, c’est le cas par exemple de la FAS 10
« I’Istisnaa et I’Istisnaa paralléle» qui est fortement
inspirée de I’'IAS 11 «Contrats de construction » ;

*  Quelques normes internationales sont retenues
par ’AAOIFI car leurs contenus ne présentent
pas de divergences majeures avec les principes de
la Chariaa, c’est le cas par exemple de I’AS 16
« Immobilisations corporelles ». Toutefois, cette
norme prévoit, pour déterminer le colit d’acquisition,
I’actualisation des fractions qui seront payées dans
le futur pour les achats des immobilisations a crédit,
ce qui entre en conflit avec les principes de la finance
islamique.
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ISLAMIC FINANCE
To the World

SUPPORTING IFSI THROUGH:
FINANCIAL AND ADMINISTRATIVE INFORMATION
FINANCIAL ANALYSES AND REPORTS
TRAINING ACCREDITATION AND CERTIFICATION
MEDIA CENTER
E-LIBRARY
FATAWAS DATABASE
CONSULTANCY SERVICES
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