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The Concept of Diminishing Musharakah from the
Perspective of Islamic Economics

Jr. Teaching Asstt. Sabawoon Hammas

Department of Islamic Studies, Faculty of Shariah, Kabul University, Kabul, Afghanistan.
Email: Sabawoon.hamas78@gmail.com

Abstract

The concept of Musharakah (partnership) in Islamic economics refers to a financing type
involving sharing equity. Diminishing Musharakah, a form of partnership, is a key
mechanism for facilitating projects within the Islamic economic framework. Recently
introduced, this arrangement involves a bank entering an agreement with shareholders to
fund a venture, whereby the bank's equity stake gradually decreases over time as the
shareholders purchase portions of the equity. While the shareholders achieve their
objectives, the bank also realizes benefits by selling its ownership share back to the
shareholders. Diminishing Musharakah can take various structures and be applied in
different sectors. Regarding its legal validity, Islamic law scholars hold three main
perspectives, but the view that upholds it as compatible with Islamic principles of fairness
and equity sharing when appropriately implemented is most appropriate.

Keywords: Musharakah; Diminishing; Islamic economics; Islamic banking; partnership
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