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Abstract

Finance is considered a basic tool for economic and social
development for communities that seek abundance and welfare for
the fulfillment of basic needs. As credit is counted among the most
important functions of the banking system and a basic driver for
production, this research seeks to shed light on the means and
applications of the Islamic banking system as part of the efforts of
Islam to battle usury and to reduce its disastrous consequences.
Here, the credit instruments of such banks are especially taken into
consideration. The experience of the traditional banking system
that depend on the rate of interest in all credit activities, which
brought many shortcomings including the increase of usury,
inflation and unemployment, is here explored.

The research concentrates on credit processes at the Islamic
bank, especially the problem of utilizing the Musharaka instrument.
Does this particular form help in decreasing and elimination of the
results of the usurious credit? The study discusses the practical way
and the mechanism through which the execution of the credit
process by the Musharaka is conducted to shed light on procedures.
Does granting credit by the Musharaka is considered easy as
regards the banking regulations and procedure? Is there any legal
obstacles? Is there any difficulty or easiness in granting the
Musharaka credit?

The study aims to familiarize with the way the Sudanese banks
practice the finance but the Musharaka, the case of Omdurman
national Bank and also to shed light on the Musharaka that ends
into ownership, the research also seeks to give clear picture of the
right procedures to execute the credit operation according to the
sharia and the other legal circulars that governs the process in the
Sudan in general and at Omdurman national Bank in particular.
The research follows the historical descriptive method and rely on
personal interviews to explore finance by the Musharaka at the
Islamic Banks the case of Omdurman national Bank during the
period of 2001 to 2004.

The research is divided into four chapters the first is dedicated
to the emergence and history of the Islamic Banks, the concept and
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characteristics of Islamic banking and the sources and utilization of
resources by these banks. The second chapter discusses the Islamic
bank finance mechanisms, the concept and types of al Musharaka
within the Islamic jurisdiction are explored beside the application of
such instruments of Islamic financing. The third chapter is devoted
for the case of Omdurman national Bank, the establishment, the
history, the resources, applications, utilization and procedures
applied for the Musharaka compared with other instruments. Some
tables and graphs that depict the finance work of the bank are
added. The object of the last chapter is to test the research
assumptions and to draw the results reached.

The Islamic instrument are found to be characterized by many
privileges and merits like being flexible to finance different sectors
of the economy, the Musharaka gives the chance to finance a
partner who owns part of the capital without any guaranty to repay
the origin or to guarantee the profit rather it is executed as a
partnership in profit and loss, the partner is not expected to repay
the origin or the profit except in the case that the losses are the
result of mismanagement of the partnership or stealing of its
monies.

The mudaraba instrument also give the chance to finance those
who have part of the capital needed, thus the bank provide the
money while the partner has to provide work, this form is also like
the Musharaka concerning the guaranty. These instruments require
an extra effort on the part of the financing bank to avoid breaches
that might result from not adopting traditional guaranty concerning
the clients of the bank as the extensive application of the Murabaha
form by the Sudanese banks resulted in some failures like delays in
settlement.

The major recommendations of this study are: to focus on the
Musharaka and the Mudaraba forms because of their flexibility and
appropriateness rather than the Murabaha. The study recommends
the importance of extending the experience of financing small
producers and to avoid the risks related to the reliability and
trustworthiness of the partner by further investigations on the credit
seeker and a close following during the period of loan validity,
beside the adoption of a stuffiest guaranty to cover these expected
risks. To avoid also the risks related to the difficulty of estimating
the expected rate of profit concerning the object or merchandise of
the Musharaka, through a careful market survey. The importance of
changing the set of the prevailing concepts on the role of the
banking system as institutions that deals only with money, as a
money seller, to the role of a real partner and a direct contributor in
economic and social development that render the financial
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institutions more positive towards the community, not only to
provide money but through the real involvement in the resolution of
the constrictions of the small producers sector in commitment

towards locality adequacy and appropriateness.
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