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Financing through Organized Banking Tawarruq
By
Hazal bin Mohammad bin Abdullah Al-Muqabilah
Department of Islamic Studies, Faculty of Shari‘a and Islamic
Studies, King Faisal University, Kingdom of Saudi Arabia.
E-mail: hazalm19@gmail.com

Abstract

Shari‘a committees have been keen on developing alternative
financing solutions in Islamic banks for the sake of avoiding usury
(riba) and other prohibited transactions. One of the most significant
financing methods that has given rise to various financial products is
organized banking tawarruq financing. The study yielded the following
key findings: Tawarruq exists in two forms: Figh-based Tawarrug and
Organized banking Tawarrug.

The reasons for selecting this topic can be summarized as follows:
First: The previously outlined significance of the subject and the factors
necessitating its discussion.

Second: The renewed discourse on the topic, appearing in various
forms and multiple perspectives.

Figh-based Tawarrug is when a person in need of money
purchases a commodity on deferred payment, then sells it to a third
part for cash.

Research Issues: The multiple forms of organized tawarruq in Islamic banks
and financial institutions.

Organized banking tawarruq refers to a financial arrangement
through which a bank sells a commodity (excluding gold and silver)
from global commodity markets or other sources to a customer at a
deferred price. The bank then (either through contractual obligation or
customary practice) acts as an agent in selling the commodity to a
third-party buyer for an immediate price, delivering the cash proceeds
to the customer.

There are significant differences between figh-based Tawarruq
and organized Tawarrug.

Key Findings: The term "tawarruq" is explicitly mentioned only by
some scholars of the Hanbali school, whereas other Islamic schools do
not use this term. Instead, they discuss its legal implications when
addressing the concept of ‘inah (a similar transactional structure).
Keywords: Financing, Tawarrug, Figh-based Tawarrug, Organized
Tawarrug.
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