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The effectiveness of using
Elmurabaha and ElImusharaka in bank
financing

Case study: Sudanese french Bank (2000-2004)
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Abstract

The Islamic bank is a financial institution endeavoring to achieve

comprehensive development, which is manifested in the socio economic

development.

The study aims to highlight two effective and big role of the Elmusharaka

and Elmurabaha formulae in the Islamic bank financing and to clarify their

important role in financing the productive projects from which the

individuals and the Muslim community benefits.

The study also aims to prove that the bank is not subjected to risks as a result
of implementing these formulae effectively.

The study is based on the following hypothesis:

1.Elmoshareka and Elmurabaha are considered of great percentage

compared with other formulae because they have provided high efficiency

and effectiveness.

2.These formulae make the commercial activity needs commodities, service,

available, and field benefits for the individuals, the Muslim community and

the economy as a whole, on condition that they are properly implemented

according to Islamic principls and the accounting standards.

3.Financing, according to Elmusharaka and Elmurabaha is considered to be

less risky and more profitable for the banks than the other financing

formulae because the bank and the customer are not subject to risks as a

result of implementing these formulae.

4.Use of Elmurabaha and Elmusharaka requires the customer to provide

guarantees that may deprive potential investors in small project from

obtaining bank finance.

The study consists of three chapters in addition to introduction containing

the general framework of the study and the literature review; the first chapter

investigates the Islamic banks in terms of establishment, objectives,

characteristics, resources and uses.



The second chapter lackles the theoretical framework of Elmusharaka and
Elmurabaha.

The third chapter shed light on the field study, and the last chapter includes
results and recommendations.

The study has come out with a number of results as follows:

1.Elmusharka and Elmurabaha formula realize the customer’s objectives by
making commodities and funds available.

2 .Elmusharka and Elmurabaha formulae achieve objectives of the economic
development.

3.Elmusharaka formula is more profitable, but risky at the same time.

In the light of the study results, the following recommendations are
presented:

4.Increase of financing percentage of the small and medium scale projects
because it guarantees money support for the poor families.

5.The bank should prefer Elmusharaka formula in bank financing because it
guarantees execution of project through participation and follow-up of the
both parties.

6.The bank should concentrate efforts in evaluation of results and reporting

rather than wasting time on chasing realization of deploy guarantees.
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