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with respect to waqf need to also be pursued.  

The Malaysian example offers a variety of 
perspectives to revisit waqf. Inherent legal, economic 
and political frameworks are for discussion. Issues 
of maximising the potential of waqf, particularly 
through cash waqf will arise. The case also focuses on 
how land administration systems can deal with the 
waqf problems and considers dispute resolution.

Group work

Waqf development in Malaysia

Malaysia has significant tracts of endowed 
land waqf (or wakaf ), which play an important 
social and economic role. However, there 
are calls for more efficient monitoring 
and use of waqf land towards poverty 
alleviation and sustainable development. In 
Malaysia, the State Islamic Religious Council  
is deemed the sole trustee of waqf under 
the State Islamic Enactments. The waqf was 
originally evolved as the ‘third sector’ or 
independent philanthropic process, through 
it was under the influence of ulama. As 
with other countries, there are several major 
issues facing waqf management in Malaysia 
– legal, economic and regulatory. 

One criticism against classical waqf law has 
been its rigidity and inefficient management. 
The government is undertaking reforms 
to render waqf laws more flexible and 
responsive. In particular, there are disputes 
over waqf lands that are not easily or 
speedily resolved by the regular court 
system. At the same time, there is greater 
coordination towards ensuring waqf land 
development, particularly for the benefit of 
poorer sections of society, as prioritised by 
Islam. However, thousands of acres of waqf 
lands are vacant or underutilised, primarily 
because they are unregulated or detached 
from the reality of market forces. There are 
several cases of good practice where waqf 
land is leased to investors through current 
market (rental or lease) prices and through 
the income of the capital of waqf, access to 
land and development of needy groups is 
financed. There is also increasing attention 
being paid to monetary waqf and other 
forms of developmental financing.

lands and the creation of new awqaf in order to 
facilitate security of tenure and access to land.
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Facilitator’s notes 

It is likely that most participants working within 
Muslim societies will be aware of waqf land or at 
least of ‘religious land’. The materials briefly cover the 
history, prevalence and decline of the waqf. However, 
the extracts within the reading pack and the discussion 
questions are intended to focus the participants upon 
the future potential of the Islamic endowment. In 
particular, how existing endowed lands may be 
regenerated and new Islamic endowments established, 
as opposed to just narrating the institution’s past. 
Participants are also encouraged to reflect upon 
whether the endowment has a particular part to play 
in enhancing economic development and poverty 
alleviation in tandem with Islamic microfinance 
projects. Land information and management issues 
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Further reading
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	 Mohammad, MTS (2003) The Waqf Funds 
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Development in Malaysia. In: ICUDM, 7-9 
JULY 2003, LANGKAWI. (available online)

Possible group work questions

One of the key features of 1.	 waqf is perpetuity 
of ‘sadaqah jaaria’ – continuous charity. Is this 
concept a strength or weakness of the waqf model 
in future land development endeavours?

Innovation in 2.	 waqf mechanisms offer 
opportunities to fund poverty alleviation. How 
could the cash waqf offer flexibility as well as 
wider inclusion?

Details about 3.	 waqf properties are often missing 
leading to their underperforming or misuse. What 
needs to be done for more efficient management 
of waqf properties?

Waqf4.	  properties are often mired in land disputes 
that clog the court system. Given that waqf 
properties are a distinct type of land, what 
dedicated waqf dispute resolution mechanism 
would you envisage?

Despite relative advances in the Malaysian 
land administration system to engage 
with waqf properties, awqaf need more 
attention and integration into the system, 
particularly in terms of land information. A 
full survey is a daunting task given the scale 
of the endeavour. There are also issues like 
the recognition, measurement and valuation 
of waqf assets. The limited monitoring and 
control, in addition to an absence of proper 
accounting standards, is being addressed by 
the State Islamic Religious Council to improve 
performance of waqf. An accountability and 
responsibility matrix is being proposed to 
ensure proper systems are in place.
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This ‘tying up’ of property also signifies that it is 
protected from sale or seizure and its use or benefit 
given to others. At its heart the Islamic endowment 
is connected firmly with the religious precept of 
charity. 

2�  	Why is the waqf a highly significant 
Islamic mechanism?

Existing awqaf involve vast tracts of land in many 
Muslim countries, although much of this land lies 
derelict today. The revitalisation and revival of the waqf 
in many Muslim countries has revealed opportunities 
for fulfilling its development potential. There is 
support for the idea of the waqf at local, national 
and international levels among Islamic communities. 
It offers the benefits of an inclusive, non-elitist and 
authentic economic institution. There is potential 
for endowed land to be better managed and used for 
enhancing security of tenure and for the urban poor. 
And, new awqaf could be created which could help 
in land redistribution, strengthening civil society and 
supporting effective housing microfinance. 

3�  	How widespread is the waqf 
institution?

The investment over time of the Muslim community 
into the waqf institution is enormous. For instance, 
about one third of the land in the Islamic Ottoman 
Empire was held in the form of awqaf. Wherever 
there was an established Muslim community, one was 
likely to find a waqf. Under Shi’a practice, the vaqf, 
(Persian, auqaf, plural) were also numerous. Awqaf 
dot the Islamic landscape, from monuments such as 
the Indian Taj Mahal to the Bosnian Mostar bridge, 
from the Jerusalem Al-Aqsa mosque to the Egyptian 
Al-Azhar University, from Shishli Children’s Hospital 
in Istanbul to Zubida’s Waterway in Mecca. But, 
awqaf are also found in western countries, in Sicily, in 
Cyprus, in Andalusia, in Greece and in the Americas. 
Large areas of waqf land were nationalized in the 20th 
century and brought under the state administration 
so that often it became difficult to distinguish from 
state land. However, the waqf remains an important 
and widespread institution. 

Background Q & A 
Waqf (endowment) and 
Islamic philanthropy

The revival of the waqf offers the potential of an inclusive, 
non-elitist and authentic institution that is capable of 
responding to contemporary challenges. 

Introduction

The Global Land Tool Network (GLTN) is a multi-
sector and multi-stakeholder partnership seeking 
to translate aspirations, principles and policies into 
inclusive, pro-poor, affordable, gendered and useful 
land tools, which can be replicated in a range of 
contexts. GLTN recognizes the demand for targeted 
tools, including culturally or religiously adapted 
tools, since there are many positions and approaches 
to conceptualising and delivering secure tenure and 
access to land. 

Communities have deeply ingrained cultural 
traditions, while many religions have firm rules on 
land and inheritance, and every government faces 
the challenge of land differently with its own array 
of laws and degrees of political will. In most Muslim 
countries Islamic law, principles and practices make 
an important contribution to shaping access to land. 
GLTN has as one of its objectives, therefore, the 
identification and development of Islamic land tools 
through a cross-cultural, interdisciplinary and global 
process, owned by Muslims, but including civil society 
and development partners. Yet, Islamic approaches 
to land should not be seen as an internal matter, 
giving preference to religion over universal or secular 
approaches to land, but as part of GLTN’s inclusive, 
objective, systematic and transparent efforts. 

1�  What is the waqf? 

The waqf  (endowment) is a highly significant Islamic 
institution. Although there is no direct reference to the 
waqf in the Qu’ran, it is a legal mechanism that has 
been recognised and developed under Islamic law for 
more than a millennium. Under the waqf, an owner 
permanently settles property, its usufruct or income, 
to the use of beneficiaries for specific purposes. 
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7�  What is meant by a family waqf?

It is possible in some Muslim countries to 
found a waqf in which the income or usufruct of 
the property is used for the benefit of the founder’s 
family, until the extinction of his or her descendants, 
when it is diverted to charitable purposes. Sometimes 
it is misleadingly referred to as a private endowment. 
In Arab countries it is known as the waqf ahli or waqf 
dhurri, while in South Asia it is termed a waqf al 
aulad. It is a good mechanism for safeguarding family 
properties from the uncertain upheavals of economic 
and political life. The family waqf was abolished in 
some jurisdictions, but remains elsewhere, for instance 
India and Palestine.

8�  Are there other forms of waqf? 

A third category is sometimes identified, the waqf 
mushtarak, which is best described as a quasi-public 
endowment. It provides for particular individuals or 
a class of individuals including the founder’s family, 
but also serves certain outside public interests, such as 
a mosque that is convenient for, but not exclusive to, 
family members. 

9��  Can the state endow property in a 
waqf? 

Yes, a State endowment (waqf gayri sahih) can be 
created either because it was established from the 
State treasury (bait al-mal) or because the waqf has 
been taken into state control. This particular form 
of the waqf has considerable potential for future 
development, including providing homes for the 
landless and enhancing security of tenure for those 
whose existing rights arise only from possession or are 
informal.

10�  	What are the essential components 
of the waqf?

All of the Islamic Schools of Law (maddahib) agree 
that a valid waqf requires a founder/creator with a 
pious purpose, a declaration, a beneficiary and specific 
property. 

4�  	What was the traditional purpose of 
establishing a waqf? 

Ultimately, all awqaf must have a charitable purpose, 
although this need not be immediate. There are two 
basic forms of waqf: public and family/’private’. 
However, while the millions of awqaf spanning 
the world varied, the majority of foundations 
traditionally fell into the five basic welfare categories 
of food, housing, health, education and religion. The 
beneficiaries of awqaf could be exclusively family 
members, but a high proportion was devoted to 
general welfare. Traditionally, the waqf was intended 
to be a ‘third sector’ of philanthropy or civil society, 
which existed independently of both the State and the 
profit-making private sector.

5�  	What is the purpose of establishing a 
waqf today?

The waqf retains its welfare role today, although 
nationalisation, abolition and reform of waqf 
endowments are the story of postcolonial states 
in many parts of the Muslim world. An increasing 
number of non-governmental organizations are using 
the waqf model to solicit and manage funds, cashing 
in on its appeal of authenticity. It is also attracting 
attention from economists and the corporate sector, 
appearing as an integral part of mechanisms whereby 
the wealthy can deposit funds and ensure that the 
profits from those funds are used for benevolent 
purposes.

6�  What is meant by a public waqf? 

The public (waqf khairi) endowment, involves the 
‘permanent’ dedication of the property for charitable 
purposes, such as an Islamic college. When created 
during the founder’s lifetime, such an endowment 
takes effect immediately and may consist, should 
he or she desire, of all, or just part of, the founder’s 
property. If a waqf is designed to take effect upon the 
death of the founder, it can be revoked or changed at 
any stage until death. However, such a waqf is subject 
to the established limits on Muslim wills and the 
endowment may not exceed one-third of a person’s 
assets.
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Some Islamic banks, for instance in Malaysia, are 
offering products which combine a cash waqf with 
a partnership (mudaraba) principle, whereby the 
wealthy may deposit funds as an endowment with the 
bank, which manages the fund and ensures that the 
depositor’s share of the profits is used for benevolent 
purposes.

14�  Who administers waqf property? 

Traditionally, awqaf were managed by a mutawalli 
(or nazir) who was required to run it according to 
the terms within the founding deed, particularly its 
charitable purposes, and according to the general 
expected standards of behaviour and values within 
Islam. Postcolonial states drew awqaf under state 
administration, with ministries and departments 
of waqf, which monitor these lands and their 
management, either directly or indirectly.

15�  	Can poor administration of a waqf 
be challenged?

Traditionally, the accountability of the waqf lay 
largely with the religious teachers (ulama) who would 
sue the manager of a waqf where there was a failure 
to fulfill its purposes. More recently the records of 
the 20th century Islamic court in Jerusalem show 
cases brought against the administrators of awqaf for 
alleged neglect, mismanagement and embezzlement, 
sometime leading to the dismissal of the 
administrator. Ministries and boards monitor many 
awqaf in the modern world. This supervision raises 
questions about transparency, perceived corruption in 
state administration and concerns about the lack of 
integration of waqf lands into land registries.

16�  Can women set up a waqf? 

Yes, women can set up awqaf. There is evidence 
throughout Islamic history that women have created 
awqaf. There are famous endowments by women of 
high rank involving the sponsorship of monumental 
public works, such as mosques, religious colleges, 
soup kitchens, hospitals and schools.

The waqf deed itself needs to be legally authenticated 
and kept with a religious judge (qadi). Some deeds 
are carved on the exterior or interior walls of the 
buildings. The waqf is more than a legal arrangement 
and some of the waqf properties have inscriptions 
warning of curses on anyone who alters any of its 
conditions. There are also traditions of some oral 
waqf, for instance in Oman and Bangladesh. 

11�  	Can the creation of a waqf be 
challenged?

Yes, there are opportunities for outsiders to challenge 
a waqf, as illusory or abusive of others rights, as in 
a case where a dedication undermines the rights of 
creditors or causes a person’s rights to be defeated or 
delayed.

12�  What kinds of property can be 
endowed?

The majority of awqaf consist of land, where the 
security of the act of ‘continuous charity’ is easily 
evidenced. Property rights are exercised over the 
income or usufruct of the land, not the endowed land 
itself. Some moveable assets, such as furniture, books 
or farm animals, may be settled in a waqf.

13�  Can money be endowed in the form 
of a waqf? 

Though money lacks the enduring quality of land, 
there have been innovative cash waqf, despite some 
concerns over perpetuity of the waqf. However, 
in the 15th and 16th Centuries, a particular form of 
endowment or trust fund, the cash waqf, by which 
money was settled for social and pious purposes, 
was approved by the Islamic courts in the Ottoman 
world. Cash endowments were an important source 
of credit, with the endowed capital lent to borrowers. 
The returns were used for charitable purposes, after 
deductions for administrative expenses and any 
taxes. With the emergence of modern banks the cash 
endowment and this form of credit declined. There 
is a renewal of interest in the cash endowment, with 
new ones being created. The cash waqf has potential 
for enhancing microfinance mechanisms.
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Islamic law insists only that the property be given into 
the ownership of God for the benefit of mankind. 
Several non-Islamic states with substantial Muslim 
communities have allowed for the waqf, and the 
‘secular’ administration has not undermined this 
institution.

20�  Are the legal rules governing the 
waqf similar across the Muslim 
world?

The basic principles on awqaf remain the same 
throughout the Islamic world. However, there are 
variations in Islamic jurisprudence between the 
different Sunni Schools of Law (maddahib) -- Hanafi, 
Maliki, Shafii and Hanbali -- regarding the theories 
of the waqf, as well as diversity in social practices, 
judicial attitudes and implementation by States. 
Rules can vary, therefore, according to geographical 
area and dominant jurisprudential school. And state 
intervention into awqaf, with the family waqf abolished 
in many countries, as well as nationalization of awqaf 
and other legal reforms, leads to further variation in 
approaches to this institution.

However, the creation of awqaf is not confined to one 
economic class. Women from all sectors of society 
have and continue to endow property, although not 
so numerous or generally as large as those endowed 
by men.  

17�  Can women administer a waqf? 

Yes, women can administer awqaf. Unlike their 
contemporaries in many other parts of the world, 
from early times in Islamic history, records show that 
women served as administrators of waqf property and, 
amongst other things, let property and supervised 
repairs to the school, college, mosque or other public 
works with which the waqf was concerned. Also, as 
the administration of waqf property has been drawn 
into the realm of the state, at least one woman has 
served as the head of a waqf board in India overseeing 
the management of many awqaf.  

18�  Can women benefit from a waqf? 

Yes, women can be beneficiaries of awqaf. Under 
Islamic law there are compulsory rules setting out the 
shares that particular relatives are to receive from a 
deceased person’s estate. In general, women’s share 
is only half of that given to a man in an equivalent 
situation. One means for compensating women for 
their lesser inheritance shares is by means of the waqf 
ahli (family endowment). Prior to his or her death the 
founder settles up to a third of his or her property 
for the benefit of chosen relatives. However, there is 
evidence also of the waqf ahli being used to disinherit 
women and it has been abolished in many parts of the 
Muslim world.

19�  Can non-Muslims benefit from a 
waqf?

Yes, the waqf is an Islamic institution, but the 
beneficiary, the administrator and the process can 
and did in the past involve non-Muslims. Awqaf 
supported many churches and synagogues and these 
were equally admissible in the Muslim courts of law. 

Muharraq and Manama, Kingdom of 
Bahrain

A team combining international and local 
representatives has worked to address 
widespread deterioration in the traditional 
urban environment of Muharraq and 
Manama. In Muharraq there exist many 
‘vacant’ areas, where buildings are 
neglected or demolished. It was found that 
the waqf system was a major cause for this 
dereliction. Drawing upon Islamic traditions 
and values a generative process of urban 
planning, involving the local population was 
developed, to regenerate and preserve the 
integrity of these historic cities. A control 
and management structure for property 
was produced within a framework of 
locally authentic and acceptable ethical 
and legal stipulations. This has facilitated 
the production of innovative, open-ended, 
locally responsive solutions to urban 
environmental deterioration, including the 
unlocking of ‘vacant lands’.  
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22�  Is the waqf only of historical 
significance?

No, the waqf is not merely of historical significance. 
It did flourish in the past and declined in the modern 
period, but it remains an important Islamic institution 
with considerable potential for future development.

23�  Why did the waqf decline? 

The decline of the waqf arose partly from the 
emphasis on its perpetuity. In particular, the perpetual 
nature of the family waqf meant that as generation 
succeeded generation the number of beneficiaries 
increased to a point where the benefits accruing to a 
particular individual were insignificant. The office of 
administrator of the waqf also passed down through 
the generations, with administrators over time 
becoming the principal beneficiaries in the property, 
drawing income from the endowed property for their 
management work. The effect was that waqf property 
was neglected, with a failure for instance to repair 
or renovate buildings, and land fell into disuse and 
ruin.

24�  Why was the waqf subjected to 
abolition, nationalisation and 
reform in many countries?

The waqf was widely thought of as a rigid medieval 
institution unsuited to the modern world with its new 
structures of social services, including publicly funded 
schools and hospitals. Family endowments were seen, 
across much of the Middle East, as a block on economic 
development, leading to the abolition of existing 
ones and prohibition on the creation of new ones, as 
in Syria in 1949 and Egypt in 1952. Yet, the waqf 
retained a social importance and respect, particularly 
amongst religious leaders. Rather than abolition, the 
public waqf usually came under the control of the 
state, in the main a designated Ministry. 

21�  Who or what owns the waqf 
property?

In theory the waqf property is dedicated to God, but 
its temporality raises questions over ownership. And, 
legal opinion differs amongst Islamic schools of law on 
this issue. The Shafiis argue that the property is simply 
owned by God, which in practice restricts human 
choices. Hanbalis say the ownership is transferred to 
the beneficiaries. However, the Malikis consider the 
ownership belongs to the waqf and is inherited from 
her/him by legal heirs. Thus, Malikis do not insist on 
the perpetuity and continuity of the endowment in 
the way the Hanafis, Shafiis and Hanbalis require. 
Thus, when reformers sought to modify the waqf 
institution, in Hanafi or other jurisdictions, they 
favoured the Maliki position. Since the Malikis did 
not insist on perpetuity, the nature of the waqf could 
be altered or varied. There are variations also in the 
Shi’a legal position, for example, allowing the sale of 
family endowments auqaf (Persian) on the basis that 
the beneficiaries were owners, although not in the case 
of public endowments auqaf where the beneficiaries 
cannot be the owners.

The Kuwait Awqaf Public Foundation 
(KAPF)

The KAPF was set up in 1993 with the 
express aim of strategically developing 
awqaf. KAPF has used modern institution-
building techniques and created a network 
of specialized bodies to enhance its 
management role and simplify its control 
system. Modern computerized information 
systems, including an integrated database 
for awqaf were introduced and KAPF is active 
in research and knowledge dissemination. 
Locally KAPF has focused on organizational 
relations with government bodies, charitable 
and investment institutions and private 
entities. It has built relationships outside 
Kuwait, exchanging good practice, locating 
and coordinating international support for 
promoting awqaf and collaborating with 
external partners and to develop waqf 
investment. Kuwait has seen considerable 
growth in newly established awqaf since 
1993. 
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25�  What were the effects of the 20th 
Century reforms to the waqf?

As a consequence of nationalisation of public 
endowments and abolition or restriction of family 
endowments, large tracts of land were brought under 
the control of the State. Sometimes in conjunction 
with land reform the outcome was redistribution of 
land, as in Tunisia where some four million acres 
of formerly endowed land was transferred to private 
owners. Elsewhere designated Ministries were given 
wide-ranging powers over public endowments, 
with their revenue spent according to a Minister’s 
decision.

26�  Why is the waqf now being revived 
and promoted?

The eclipse of the waqf has left a vacuum in the 
arena of public services, which the State has been 
unable to fill easily in many Muslim countries. A 
closer study of these ‘religious lands’, which are 
mostly in disuse, unaccountable or kept out of 
development plans, is required. Both the ‘idea’ of the 
waqf and the waqf doctrine itself remain influential 
and the reinvigoration of the waqf, as an indigenous 
philanthropic mechanism, has taken hold in some 
Muslim societies. Its future potential cannot be 
underestimated. 

27�  Who is interested in reviving the 
waqf and why?

Jurists, NGO’s and social scientists are interested 
in reviving the waqf, as an ‘authentic’ instrument for 
sustainable development. Socio-political groups in a 
range of Muslim countries are also interested in the 
waqf as an element of Islamic identity, with its revival 
signifying a return to Islamic principles. Economists 
and bankers are interested also in the waqf as a 
vehicle for developing Islamic investment and asset 
management products.  

28�  What innovations can be made to 
the Waqf in order to revitalise it?

The waqf could become a transparent and responsive 
institution, with modern management structures, 
that can rival the western charitable institution and 
improve access to land. Efforts at capacity building 
with respect to administrators of endowments and 
enhancing accountability are important. The real 
challenge lies in improving and rendering more efficient 
the structures of waqf administration. International 
Islamic institutions such as the OIC, civil society in 
general and international agencies have a key role in 
providing the space for sharing of experiences and 
the development of efficient management norms. 
The example of Kuwait could be considered a best 
practice. 

29�  How can the waqf model improve 
access to land?

The state has the power to promote access to land 
through the Islamic public interest principle (maslaha 
mursala) and the waqf with its charitable ethos is an 
appropriate institutional vehicle for this, which can be 
adapted to particular localities. In Afghanistan, it has 
been suggested that a substantial endowment based 
on a village could be made to a religious institution, 
which could manage it separately from the civil 
authorities. The waqf can be used also to facilitate 
microfinance and other initiatives.

30�  How can the waqf support effective 
and efficient housing microfinance 
projects? 

Lack of guarantees and/or collateral for large loans 
has held back housing microfinance programmes. 
Housing microfinance, whether to build, purchase 
or repair homes, for land titling or for the provision 
of services, is relatively rare. It is possible to use the 
waqf to assist in overcoming these limitations. Some 
Islamic banks are offering products that combine a 
cash endowment (waqf ) with the limited partnership 
(mudaraba) principle. 
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The wealthy deposit funds as an endowment with the 
bank, which manages the fund, while the depositor’s 
share of the profit is used for benevolent purposes. This 
arrangement has potential for implementing housing 
microfinance projects, with the cash waqf supplying 
the guarantee element. 

31�  	What special measures in relation to 
waqf development are needed?

As discussed, limited information about waqf exists 
within formal land systems. This is due to waqf land 
records being non-existent or lost. This had led to 
waqf land being usurped or underused, in effect being 
treated as private property by occupiers or neglected. 
Therefore, survey of all waqf land is a necessary 
precondition to its revival. 

Also, since a large percentage of waqf land are 
trespassed or under dispute, a dedicated waqf 
dispute resolution mechanism is necessary. In many 
countries, waqf disputes are settled informally which 
need to be institutionalised. Since normal courts are 
overburdened with all types of land and property cases 
with little expertise for waqf. Some countries such as 
India (through the 1984 Waqf Amendment Act) have 
set up separate waqf tribunals for this purpose.
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1

Session learning outcomes

At the end of this session, participants should be able 
to:

1. Appreciate significance and role of waqf
2. Understand socio-economic impact pf waqf
3. Consider contemporary revival of the waqf
4. Assess innovative approaches to existing and new 

waqf lands
5. Examine how waqf can facilitate security of tenure and 

access to land

2

Your opening thought

• What are your experiences with the waqf (endowment)?

• Do you think the waqf is relevant in Muslim societies in 

dealing with land issue?

• How can the waqf facilitate land, property and housing 

issue?

3

What are the key concepts?

• The waqf (endowment), arising from Islamic concept of 
charity, comprised vast lands through history

• Five basic welfare categories of waqf- food, housing, 
health, education and religion

• A land owner permanently settles property, its usufruct 
or income, as ‘continuing charity

• Several forms of waqf: public and family/’private’, 
depending on the beneficiaries

• Throughout Islamic history women have created, and 
were beneficiaries of awqaf (plural of waqf).

• The eclipse of the waqf has left a vacuum in the arena of 
public services in Muslim countries.

4

Why are these concepts relevant?

• As per inheritance rules, up to one-third of an estate can 
be made into a waqf, no limit on waqf for women.

• As ‘third sector’ or philanthropy/civil society, it was 
independent of State and private sector.

• Due to mismanagement by Mutawalli/Nazir (waqf
administrators) and power of ulema (clergy) many States 
nationalised awqaf.

• Vast tracts of waqf land are unaccounted, outside formal 
systems – calls for reform.

• Waqf includes cash endowments an important source of 
credit, with the endowed capital lent to borrowers. 

5

How can they be used?

• Waqf are being invigorated, with potential for land 
development, subsidized rentals, and enhancing tenure 
security in informal settings.

• State, NGOs, commercial groups are increasingly using 
the wqaf model to solicit and manage funds.

• The waqf is inclusive, can compensate women and can 
benefit minorities, non-Muslims, and landless.

• A waqf can be challenged as illusory or abusive of other 
gifts, or if mismanaged.

• Through modernization, waqf could become a 
transparent and responsive institution, with modern 
management structures. 

6
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What is waqf?

• Post-Qur’anic legal mechanism developed under Islamic 
law for more than a millennium.

• At its heart the Islamic endowment is connected firmly 
with the religious precept of charity.

• An owner permanently settles property, its usufruct or 
income, to the use of beneficiaries for specific purposes.

• ‘Tying up’ of property also signifies that is protected 
from sale or seizure and its use or benefit given to 
others.

7

Why is the waqf significant?

• Existing awqaf involve vast tracts of land in many Muslim 
countries, although much of this land lies derelict today.

• The revitalisation and revival of the waqf in many Muslim 
countries has revealed opportunities for fulfilling its 
development potential.

• There is support for the idea of the waqf at local, national 
and international levels among Islamic communities.

• Potential for better management and support for enhancing 
security of tenure and for the urban poor.

• New awqaf could support land redistribution, strengthening 
civil society and supporting effective housing microfinance.

8

How widespread is waqf?

• At one time, about one third of Ottoman Empire was 
awqaf

• Wherever Muslim community, one likely to find a waqf, 
e.g., Habous in North Africa

• Under Shi’a practice too, the vaqf, (Persian, auqaf, plural) 
numerous)

• Large areas of waqf land nationalized in the 20th century, 
undistinguishable from state land.

• Awqaf are also found all over the world -from Taj Mahal 
to Mostar bridge; from Al-Aqsa mosqueto Al-Azhar 
university

9

What is the purpose of waqf

• All awqaf have charitable purposes, some immediate
• Majority fell into the five basic welfare categories of food, 

housing, health, education and religion
• As ‘third sector’ of philanthropy or civil society, existed 

independent of both the State and the profit-making 
private sector

• Beneficiaries could be exclusively family members, high 
proportion for general welfare

• Two basic forms of waqf- public and family/’private’.

10

How has waqf changed?

• Widespread nationalisation, abolition and reform of waqf
endowments in many Muslim states.

• But the waqf retains its welfare role today, based on its 
appeal of authenticity.

• Many States, NGOs, business now using the waqf model
to solicit and manage funds.

• Economists and corporate sector offering waqf, as 
integral part of mechanisms

• Used to mobilise deposit funds with profits used for 
benevolent purposes.

11

What is ‘public’ waqf?

PUBLIC WAQF

Involves
‘permanent’
dedication of 
property for 
charitable
purposes

When created 
during
founder’s
lifetime,
endowment
may take 
effect
immediately

If designed 
to take effect 
upon death 
of founder, 
can be 
changed at 
any stage 
until death

Waqf is
subject to 
the
established
limits on wills 
and may not 
exceed third 
of person’s 
assests

12

What is ‘family’ waqf?

• In Arab countries waqf ahli or waqf dhurri, while in South 
Asia, it is termed a waqf al aulad.

• Waqf where income or usufruct or property is used for 
the benefit of the founder’s family

• On extinction of his or her descendants, it is diverted to 
general charitable purposes.

• Mechanism for safeguarding family properties from 
uncertain upheavals of economic and political life.

• Abolished in some jurisdictions, but remains elsewhere, 
for instance India and Palestine.

13

Are there other forms of waqf?

Waqf mushtarak
• Described as a quasi-public endowment
• Provides for particular individuals or a class of 

individuals including outside founder’s/ creator’s family
• Serves certain outside public interest
• Example mosque which is convenient for, but not 

exclusive to, family member
Istibdal Waqf
• where the endower can change/substitue waqf property 

for better one (money)

14
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Can state endow property?

• State endowment (waqf gayri sahih) can be created 
Either from the State treasury (bait al-mal) or because 
the waqf has been taken into state control

• This particular form of the waqf has considerable 
potential for future development including providing 
homes for the landless and enhancing security of tenure 
for those whose existing rights arise only from 
possession or are informal.

15

What are components of waqf?

Specific property

A declaration A beneficiary

Founder/creator 
with a pious 
purpose

WAQF

There are also traditions of some 
oral waqf, eg. Oman and 
Bangladesh

Waqf deed is authenticated 
and kept with a religious judge (qadi).

16

Can a waqf be challenged?

• Yes, outsiders can challenge a waqf, if illusory or abusive 
of other rights, e.g., where a dedicated undermines the 
rights of creditors or causes a person’s rights to be 
defeated or delayed.

• Traditionally, the accountability of waqf with the religious 
teachers (ulama) for failures.

• Administrators of awqaf can be used for alleged neglect, 
mismanagement and embezzlement, or for dismissal of 
the administrator. 

17

What property can be endowed?

• The majority of awqaf consist of land, where the security of 
the act of ‘contibuous charity’.

• Property rights are exercised over the income or usufruct 
of the land, not the endowed land itself.

• Some moveable assets, such as furniture, books or farm 
animals, may be settled in a waqf.

• Since money lacks the enduring quality of land, some 
concerns over perpetuity of the cash waqf.

• Cash endowments used as credit, capital lent to borrowers, 
returns used for charitable purposes.

18

Can money be endowed?

• In 15-16th Centuries, cash waqf approved by Ottoman 
Courts.

• With modern banks the cash endowment declined. 
• But there is a renewal of interest in the cash endowment, 

with new ones being created.
• The cash waqf has potential for enhancing microfinance 

mechanisms.
• Islamic bands, e.g. Malaysia, offering products which 

combine a cash waqf with a partnership (mudaraba).
• Deposited funds are endowment and depositor’s share of 

the profits is used for benevolent

19

Who administers waqf property?

• Mutawalli (or nazir) Awqaf managed by mutawalli (or nazir) 
under terms within the founding deed

• Government either directly or indirectly
• Modern management systems: new waqf have modern 

management systems
• Charities: as per its charitable purposes, according to 

Islamic principles
• State administration: Postcolonial states drew awqaf under

state administration

20

Can women set up a waqf?

• Yes, women can set up awqaf

• Historic evidence that women have created awqaf

• Women from all sector of society have and continue to 
endow property, although not so numerous or generally as 
large as those endowed by men

• Famous endowment by women of high rank involving the 
sponsorship of monumental public works, such as 
mosques, religious colleges, soup kitchens, hospitals and 
schools.

21

Can women administer waqf?

• Historically women served as administrators of waqf 
property

• Let property, supervised repairs to the school, college, 
mosque or other public works

• Women involved under state administration of waqf 
property, e.g. head of a waqf board on Tamil Nadu, India

22
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Can women benefit from waqf?

• Prior to death, the founder settles up to a third of his or 
her property for the benefits of chosen relatives.

• Under Islamic law no compulsory rules on beneficiaries, 
can be entirely women

• Women’s inheritance share being generally half of male, 
waqf ahli (family endowment) for women is 
compensatory.

• But waqf ahli can also disinherit women; and it has been 
abolished in many parts of the Muslim world.

23

Can waqf benefit non-Muslims?

• Yes, the beneficiary, the administrator and the process 
can and did in the past involve non-Muslim.

• Awqaf supported many churches and synagogues, 
acceptable under Islamic law.

• Islamic law insist on dedication for the benefit of mankind.

• Several non-Islamic states with substantial Muslim 
communities have allowed for the waqf, and the ‘secular’ 
administration has not undermined this institution.

24

Who ‘owns’ waqf property?

• In theory, the waqf property is dedicated to God, but its 
practical ownership debate.

• Shafiis argue that property is simply owned by God, which 
in practice restricts human choices

• Hanbalis say the ownership is transferred to the 
beneficiaries

• However, the Malikis consider the ownership belongs to 
the waqf and inheritance by legal heirs.

• Malikis most flexible, do not insist on perpetuity and 
continuity of the endowment

• Variations among Shi’a legal position too.

26

Why did the waqf decline?

• Decline arouse partly from perpetuity
• As generation succeeded generation number of 

beneficiaries increased and benefit fractioned
• Waqf administrator also passed down, becoming 

beneficiaries, leading to neglect, disuse, ruin
• Political reasons such as influence of ulema (clergy)
• Secularisation and land reform

27

Why was waqf nationalised?

• Thought of as a rigid medieval institution unsuited to the 
modern world

• Replaced by modern structures of social services, 
including publicly funded schools and hospitals

• Family endowments were seen, across much of the 
Middle East, as a block on economic development

• Abolition of existing ones and prohibition on the creation 
of new ones, as in Syria in 1949 and Egypt in 1952

28

What were effects of waqf reforms?

• Large tracts of land were brought under the control of the 
State.

• Land reform and redistribution if land, formerly endowed 
land was transferred to private owners, e.g. Tunisia

• Ministries were wide ranging powers over public 
endowments, with their revenue spent according to a 
Minister’s decision

29

Why is waqf being revived?

• Eclipse of waqf has left vacuum in public services, which 
State unable to fill easily

• Waqf mostly in disuse, unaccountable or kept out of 
development plans

• Both the ‘idea’ of the waqf and the waqf doctrine itself 
remain influential

• Reinvigoration of waqf, as an indigenous philanthropic 
mechanism, popular

30

Are waqf rules same all over?

• Basic principles on awqaf remain the same throughout the 
Islamic world.

• Variations in Islamic jurisprudence between the Sunni
Schools of Law on waqf theories of waqf.

• Diversity in social practices, judicial attitudes and 
implementation by States

• State intervention into awqaf, nationalization of awqaf and 
legal reforms varies.

25
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Who is interested in the waqf?

Economists and 
bankers are 

interested also in 
the waqf as a 

vehicle for 
developing Islamic 

investment and 
asset management 

product.

WAQFWAQF

Jurists, NGOs and 
social scientists 
interested in reviving the 
waqf, as an ‘authentic’ 
instrument for 
sustainable
development

Socio-political groups 
promoting waqf as an 
element of Islamic 
identity, with its 
revival signifying a 
return to Islamic 
principles

Jurists
NGOs
Social

scientists

Economists
bankers

WAQF
Socio-
political
groups

31

How can waqf innovate?

• Waqf could become a transparent and responsive 
institution, with modern management structure

• Capacity building with respect to administrators of 
endowments and enhancing accountability.

• Improving and streamline structures of waqf
administration

• International Islamic institutions, e.g. OIC, civil society and 
international agencies have a key role 

• Sharing of experience and the development of efficient 
management norms, e.g. Kuwait Leadership

32

How can How can waqfwaqf improve land access?improve land access?

• State has the power to promote access to land through 
Islamic public interest principle (masalah marsala)

• Waqf with its charitable ethos an appropriate institutional 
vehicle for this, which can be adapted to particular 
localities, eg. Afghanistan

• Waqf land can provide access to land for squatters, slum 
upgrading etc

• The waqf can be used to facilitate microfinance and other 
initiatives

33

How can waqf support housing?

• Housing microfinance, whether to build, purchase or repair 
homes, is relatively rare.

• Lack of guarantees and/or collateral for large loans has 
held back housing microfinance programmes.

• It is possible to use the waqf to assist in overcoming these 
limitations

• Profits from cash waqf deposit can act as guarantee or 
loan

• Some Islamic banks combine a cash endowment (waqf)
with limited partnership (mudaraba) principle

• Housing microfinance projects, can use cash waqf as the 
guarantee element.

34

What are waqf priorities?

• Limited waqf information exists within formal land systems, 
with records limited, non-extent or lost

• Many waqf land usurped or under-utilised
• Survey of all waqf land is necessary
• Waqf land often trespassed or under dispute, but 

conventional courts unable to resolve
• Dedicated waqf dispute resolution mechanism needed
• Some countries such as India have set up separate waqf 

tribunals

35

Thank you for your attention!

GLTN Secretariat
UN-HABITAT, P.O Box 30030, Nairobi 00100, Kenya

Telephone: +254 20 762 5199, Fax: +254 20 762 4256

E-mail: gltn@unhabitat.org

Web: www.gltn.net
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Reference readings

The waqf (Islamic endowment) is a highly significant 
legal mechanism and a key Islamic institution. No 
reference is made to the waqf in the Qur’an, but it has 
been recognised and developed under Islamic law for 
more than a millennium. The extract below explains 
the nature of the waqf and its widespread presence 
throughout the Muslim world. There is vigorous 
debate as to the effectiveness of the waqf and the 
modern period has seen its economic decline. Kuran 
outlines the most prominent explanation for its 
economic decline, but he suggests also that the waqf 
is now a more flexible institution. 

Whatever its level of development, every society 
must grapple with the challenge of providing “public 
goods-goods that are nonexcludable (not easily denied 
to unauthorized consumers) as well as non-rival 
(capable of being enjoyed by many consumers at once). 
The private provision of such goods is not impossible; 
language conventions and measurement standards 
offer examples of pure public goods that have emerged 
without the guidance or interference of a governing 
authority. Yet, if only because competitive markets 
do not always supply such goods efficiently, various 
forms of state intervention have been ubiquitous. The 
public good of national defense tends to be supplied 
directly by governments. Other public goods are 
provided by government-enforced private monopolies. 
For example, technological innovations are promoted 
through patents that give inventors exclusive rights to 
exploit their inventions commercially.

In the premodern Middle East, from 750 C.E., 
perhaps even earlier, an increasingly popular vehicle 
for the provision of public goods was the waqf 
known in English also as an “Islamic trust” or a 
“pious foundation.” A waqf is an unincorporated 
trust established under Islamic law by a living man 
or woman for the provision of a designated social 
service in perpetuity. Its activities are financed by 
revenue-bearing assets that have been rendered forever 
inalienable. 

Originally the assets had to be immovable, although 
in some places this requirement was eventually relaxed 
to legitimize what came to be known as a “cash waqf.” 
The reason the waqf is considered an expression of 
piety is that it is governed by a law considered sacred, 
not that its activities are inherently religious or that its 
benefits must be confined to Muslims. 

Traditionally, various public goods that are now 
generally provided by government agencies were 
provided through private initiatives. Not until the 
second half of the 19th century did the giant cities of 
the Middle East begin to establish municipalities to 
deliver urban services in a centralized and coordinated 
manner. Even a lighthouse on the Romanian coast 
was established under the waqf system,1 which is 
particularly noteworthy in view of the modern 
intellectual tradition that treats the lighthouse as the 
quintessential example of a pure public good that must 
be provided by the government out of tax revenues. 

Precisely because the waqf system played an 
important role in the premodern economy of the 
Middle East, it may well have contributed to turning 
the region into an underdeveloped part of the world.2 
Several claims are made here. Because Islamic law 
required the manager of a waqf, its mutawalli, to obey 
the founder’s stipulations to the letter, the system 
lacked the flexibility to keep up with rapidly changing 
economic conditions. Reasonably well-suited to the 
slow-changing medieval economy into which it 
was born, it thus proved unsuitable to the relatively 
dynamic economy of the industrial age. 

By the 19th century the system’s rigidities made 
it appear as a grossly inadequate instrument for 
the provision of public goods; and this perception 
allowed the modernizing states of the Middle East 
to nationalize vast properties belonging to waqfs. 
The historical pattern might have been different had 
the regulations governing the waqf evolved into an 
enterprise enjoying corporate status. But no such 
transformation took place through indigenous means. 
Because of the very pecuniary motives that made 
the waqf system economically so significant, major 
reforms had to await the economic Westernization 
drive that began in the 19th century. 

1	 The lighthouse was built in 1745 near the port of Sunne, now 
known a Sulina (Yediyildiz 1990:44-45)

2	 For a critical survey of the major explanations for the Middle 
East’s economic decent see Kuran 1997

R7.1	 T. Kuran T. (2001) “The Provision of 
Public Goods under Islamic Law:  
Origins, Impact and Limitations of the 
Waqf system’, 35 Law and Society  
Review 4



Land, property and housing rights in the Muslim world182

Comparable estimates are unavailable for assets other 
than land, but it is known that the waqf system came 
to control a vast array of urban assets, including 
residences, shops, and production facilities. There is 
abundant evidence that even a single waqf could carry 
great economic importance.

In the 18th century, a waqf established in Aleppo 
by Hajj Musa Arniri, a member of the local elite, 
included 10 houses, 67 shops, 4 inns, 2 storerooms, 
several dyeing plants and baths, 3 bakeries, 8 
orchards, and 3 gardens, among various other assets, 
including agricultural land (Meriwether 1999: 182-
83). Further evidence pointing to the immense 
economic significance of the waqf system lies in 
the range of services supported by the waqfs. The 
preponderance of the Middle Eastern mosques that 
date from the Middle Ages, including many of the 
architectural masterpieces that symbolize the region’s 
great cities, were financed through the waqf system. 
So were practically all the soup kitchens in operation 
throughout the region. By the end of the 18th century, 
in Istanbul, whose estimated population of 700,000 
made it the largest city in Europe, up to 30,000 
people a day were being fed by charitable complexes 
(imarets) established under the waqf system (Huart 
1927:475). Another category of waqfs supported 
hospitals, orphanages, and shelters.

By the 19th century, irregularities and inefficiencies 
in administration had tarnished the waqf system’s 
legitimacy. Although the pecuniary motives of the 
founders and mutawallis had never lacked salience, the 
sheer enormity of the prevailing legally questionable 
rents made these incentives loom larger than before. 
Throughout the Middle East, these transformations 
set the stage for massive confiscations of waqf 
properties. 

Chronically short of funds, governments of the 
region already saw the waqf system as a potential 
source of new revenue even in principle. Several groups 
contributed to this radical transformation. It drew 
support from an assortment of Westernizers to whom 
the waqf system seemed retrogressive simply because of 
its identification with Islam (Kprili 1942:24-25; Baer 
1968 p. 83-88). Other reformers, though convinced 
that a reformed waqf system could contribute to 
economic development, pursued nationalization in 
order to deny clerics an economic base for resisting 
the broader agenda of modernization. Ottoman 
reformers aimed to reduce the waqf system’s share 
of the empire’s wealth as part of a deliberate strategy 
to weaken conservatives affiliated with mosques and 
religious schools.

Today, in the early 21st century, the waqf institution 
is equipped with adaptation facilities it traditionally 
lacked. Most significantly, it now enjoys juristic 
personality, which means that it can sue and be sued 
as a legal entity. Traditionally, it was the manager who 
had been standing before the courts as an individual 
plaintiff or defendant. Another major reform is that 
a modern waqf is overseen by a board of mutawallis 
endowed with powers similar to those of a corporate 
board of trustees.

Economic significance

Available aggregate statistics on the assets controlled 
by waqfs come from recent centuries. At the founding 
of the Republic of Turkey in 1923, three quarters of the 
country’s arable land belonged to waqfs. Around the 
same time, one-eighth of all cultivated soil in Egypt 
and one-seventh of that in Iran stood immobilized as 
waqf property. In the middle of the 19th century, one 
half of the agricultural land in Algeria, and in 1883 
one-third of that in Tunisia, was owned by waqfs 
(Heffening3 1936:llOO; Gibb & Kramers4 1961:627; 
Barkan5 1939:237; Baer 1968b:79-80). In 1829, soon 
after Greece broke away from the Ottoman Empire, 
its new government expropriated waqf land that 
composed about a third of the country’s total area 
(Fratcher6 1973:114).

Figures that stretch back the farthest pertain to the 
total annual income of the waqf system. At the end of 
the 18th century, it has been estimated, the combined 
income of the roughly 20,000 Ottoman waqfs in 
operation equalled one-third of Ottoman state’s 
total revenue, including the yield from tax farms in 
the Balkans, Turkey, and the Arab world (Yediyildiz 
71984:26). Under the assumption that individuals 
cultivating waqf land were taxed equally with those 
working land belonging to state-owned tax farms, 
this last figure suggests that roughly one-third of all 
economically productive land in the Ottoman Empire 
was controlled by waqfs. Although these estimates rest 
on debatable assumptions, there is no disagreement 
over the orders of magnitude. They all testify to the 
massive economic significance of the waqf system. 

3	 Heffening, W. (1936) “Wakf” Encyclopidia of Islam, 1st edition, 
vol.7 pp.1096-103. Leiden, Netherlands: E.J.Brill

4	 Gibb, H.A.R., Harold Bowen (1950) Islamic Society and the 
West: A Study of the Impact of Western Civilisation on Moslem 
Culture in the Near east, vol. 1, 2 parts. London: Oxford Univ. 
Press

5	  Barkan , Omer L. (1939) “ Les Problemes Fonciers dans L’Empire 
Ottoman au temsde sa Fondation”, 1 Annales d’Historie 
Sociale 233-37

6	 Frather, William F. (1973) “Trust”, International Encyclopidia of 
Comparative law, vol.4, pp. 1-120. Tubingen, Germany: J.C.B 
Mohr

7	 Yediyildiz, Bahaeddin, (1982) “Vakif”, Islam Ansiklopedisi
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R7.2	 AbulHasan M. Sadeq. (2002) ‘Waqf, 
perpetual charity and poverty allevia-
tion’, 29 1/2 International Journal of 
Social Economics 135-151

Waqfs are now treated as juristic persons. They may 
be formed by pooling the resources of thousands 
of small contributors. Their founders may include 
governments and firms. The assets that support 
their activities may consist partly or even entirely of 
movables such as cash and stocks. Their operations 
may be overseen by mutawalli boards rather than by 
mutawallis exercising responsibilities on their own, as 
individual. Mutawallis have broader powers than in 
the past to alter investment and spending.

While Islamic endowments (awqaf ) are in disarray – 
having been abolished, nationalised or mismanaged, 
as suggested in the previous extract there is a 
resurgence of interest, promotion and rethinking on 
the subject. The waqf concept did not lose its appeal, 
despite its official eclipse. In the following extract 
Sadeq addresses, in the context of Bangladesh, 
the contemporary revival of the waqf and specific 
opportunities for using the waqf as a means of 
contributing to the alleviation of poverty. 

It is important to take a comprehensive approach 
to poverty and poverty alleviation. Islam provides 
a comprehensive framework to eradicate poverty 
from society.8 It does not agree to have a section of 
population who will depend on charity or others’ 
favors. But if there happens to emerge poverty despite 
such a poverty-averting framework, it suggests ways 
and means to handle it. It prescribes a crash program 
to alleviate hardcore poverty and a systematic 
approach to alleviate even  general poverty. The 
poverty-alleviation strategies of the Islamic system 
may be classified so as to relate to our classifications 
of poverty phenomena, mentioned earlier. These will 
involve the following measures:

8	  For a comprehensive analysis of the Islamic concept of poverty 
and its alleviation. See Sadeq A.M.(1989), “ Distribution of 
wealth through transfer payments”, Hamdard Islamicus, 
Vol XIII No. 1, pp 33 – 45. See Sadeq A.M.(1996),”Ethico 
economic institution of Zakah: an instrument of self relianc 
and sustainable grassroots developments” Humanomics, Vol. 
12 No2, pp 47-69

As intended, each centralization wave diminished 
the influence of the clerics, whose stipends and 
political support depended largely on the waqfs they 
served or supervised. Accordingly, the centralization of 
the Ottoman waqf system facilitated Westernization 
in a broad range of social, educational, political, 
and economic domains (Lewis 1961:92-94; Davison 
(1973:257-58). European policy akers fanned the 
reforms for reasons of their own. They hoped to 
transform the world in the image of their own 
societies. They thought that stronger states would find 
it easier to pursue Westernization. 

As discussed in the context of municipalities, 
they wanted to facilitate foreign investment in the 
Islamic world. They sought to curb the losses that 
their subjects incurred in trying to have property 
seized for repayment of debt, only to learn that it was 
inalienable. Finally, European leaders wished to enable 
central governments to repay their Western creditors 
(Davison [I9631 1973:258; K6priilii 1942:24; 0ztiirk 
1994b:25). Whether interested in reforming the 
waqf system or in destroying it, all these groups 
exaggerated its inefficiencies. They also overlooked 
various inadequacies of the emerging centralized 
waqf administrations. The funds collected on behalf 
of the new waqf administrations went only partly 
into official coffers; embezzlement was common at all 
levels, and the governments that resorted to wholesale 
confiscations were themselves hardly paragons of 
economic efficiency (Barnes 1987:ch. 8; Cizaka 
2000:85-86). In view of these patterns, one might 
wonder whether the Middle Eastern regimes of the 
time might have been able to restructure the waqf 
system as part of a reinvigorated private sector.

The reforms that might have been undertaken in 
the nineteenth century would be launched in the 20th 
century, often at the behest of coalitions that included 
pragmatic Islamists as well as secularists who sought to 
reinvigorate the waqf system as a means to strengthen 
civil society. The details of the waqf laws now in place 
in Egypt, Morocco, Iran, and Turkey, among other 
countries, speak volumes about the limitations of the 
traditional system. 
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Orphanages that shelter poor orphans, provide •	
their livelihood and education.10

Almost all mosques which provide centers of •	
socio-cultural activities in Muslim societies11 
especially in rural Bangladesh where about 90 
per cent of the population live. In Bangladesh, 
more than 123,000 mosques are based on 
waqf; most of them have educational facilities, 
especially in imparting religious education. 
Mosques are also used as maktabs (educational 
institutions for rural children) and as centers of 
adult education and moral training (da’wah). 

Charitable clinics, medical centers and medical •	
establishments. For example Hamdard 
Foundation (a large establishment of herbal 
medicine based on waqf ) finances a University 
in Karachi, a large research institution and many 
other social welfare-oriented organizations in 
Pakistan, India and Bangladesh. 

Shrines•	 12 and Eid prayer grounds (big fields 
endowed for biannual Eid prayers) which 
are used for many other social occasions and 
meetings. 

Shopping complexes and commercial centers to •	
earn income for financing target projects. For 
example, Baitul Mukarram shopping complex in 
the Dhaka city provides employment to a large 
number of people and finances a publication 
house, a large auditorium for many sorts of 
activities and the national mosque. 

Some of these waqf-financed establishments are 
meant for the poor alone, while others are for general 
welfare. These activities directly help the poor by 
financing their expenses (for example, waqf for 
orphans), education, health, and also some physical 
facilities, which are important in the poverty-
alleviation programs. Owing to waqf ’s potential role in 
poverty alleviation and socio-economic development, 
many countries have established departments for 
public administration of waqf estates. Some countries 
have even started ministries to deal with waqf 
properties.13

10  	For example, Salimullah Muslim Yatimkhana (Salimullah 
Muslim Orphanage) of Dhaka, which takes care of thousands 
of orphans, is based on waqf property

11	  Almost all Mosques of the Muslim world are based on waqf , 
including Baitul Mukarram national mosque in Dhaka

12	  For the holy shrines of Jordan, see Al Shoumil, M. (1998), ” Case 
study of waqf: Jordan”, paper presented at the Internationa 
Conference on Awaqf and Economic Development, Kuala 
Lumpur, 2-4 March

13	  For example, the Ministry of Awaqf in Jordan, see Al Shoumil, 
M. (1998), ” Case study of waqf: Jordan”, paper presented 
at the Internationa Conference on Awaqf and Economic 
Development, Kuala Lumpur, 2-4 March

Income-enhancement strategies. •	

Improving on non-income aspects such as health •	
and  education. 

Increasing access to physical facilities, resources •	
and employment. 

In this system, the poverty-alleviation strategies and 
policies are multi-dimensional; one of them is charity 
(see Sadeq, 1997). Again, charity is of several kinds:

Compulsory charity: •	 zakah and fitrah. 

Optional charity: •	 sadaqah (see Sadeq and Abul 
Hasan, 19809). 

Perpetual charity: •	 waqf. 

The compulsory and optional charities deal with 
the poverty problem by adopting basically a re-
distributive approach, while waqf can be used to 
enhance the capabilities of the poor to take care of 
themselves by providing access to education, health, 
physical facilities and so on. Thus, out of the three 
measures of poverty alleviation, the institution of 
waqf has direct relevance to the second and the third 
measures, mentioned above, namely: improving on 
non-income aspects such as health, education and 
so on, and increasing access to physical facilities, 
resources and employment. That is, the institution of 
waqf can effectively address the issue of poverty in its 
new and comprehensive approach.

Waqf is a voluntary charity characterized by 
perpetuity. It is voluntary in nature and hence it 
falls under the voluntary sector. However, this 
paper proposes to make it an organized matter with 
a deliberate effort. The institution of waqf may be 
usefully utilized, in an organized and deliberate 
manner, to provide education, health care and physical 
facilities to the target groups of people in a poverty-
alleviation program.

In many Muslim countries and societies, a good 
number of the following activities are based on, or 
financed by, waqf:

Educational institutions including universities[, •	
colleges, schools, and most of the religious-
oriented educational institutions; for instance, 
in Bangladesh, more than 8,000 educational 
institutions are based on waqf (Islam, n.d., p. 3). 

9	 Sadeq, A.M., (1980) ” Ditribution of wealth in Islam”, in 
Hossain, K.t. et al (Eds), Islamic Economics Research Bureau, 
Dhaka,pp. 44-91
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The institution of waqf involves activities in two 
dimensions:

(1) making endowment of waqf; and 1.	

(2) administration of waqf. 2.	

The former is purely voluntary in nature. Normally, 
a well-off person makes an endowment of waqf as 
an act of benevolence that is encouraged in his/her 
belief system. The latter, the administration of waqf, 
depends on the terms of waqf. Sometimes a provision 
is made for a voluntary nazer or mutawalli (supervisor 
or administrator) or a trust to take care of the waqf 
property. It is also left sometimes to the management 
of the activity to which the waqf is dedicated. Besides, 
there is normally a department of waqf under a 
relevant ministry, or an independent ministry, to play 
an overall supervisory role in the administration of 
waqf for the entire country concerned.

Thus, the establishment of a waqf entity is purely 
voluntary in nature. It depends on the perceived 
intuition of the donor(s) as to its importance in the act 
of benevolence and social service, and not necessarily 
on the need of the society. Thus, it is obvious that, 
although it has been playing an important role, the 
institution of waqf will not be able to do much in 
its present voluntary nature in the implementation of 
a planned program of poverty alleviation and socio-
economic development. This is because a planned 
program will have some specific planned projects 
in the agenda. There is no guarantee that any waqf 
will be voluntarily endowed to finance these planned 
projects. Besides, such planned projects may require 
huge sums of investment which individual waqifs 
(endowers) may not be able to endow.

We would like to propose a mechanism to make 
waqf an effective institution of poverty alleviation 
in a deliberate and planned manner to establish 
and support such planned projects by making it an 
organized voluntary activity.16 The mechanism is as 
follows. 

16	  Some authors have suggested ways to make existing voluntary 
waqf entities more effective (see for example, Kahf, M, (1998) 
”Contemporary issues in the management of investment 
Awaqf in Muslim countries and communities” paper presented 
at the International Conference on Awqaf and Economic 
Development, Kuala Lumpur.Kuwait Awqaf Public Foundation 
(1998) ”A startegic vision to promote the waqf development 
role” paper presented at the International Conference on 
Awqaf and Economic Development, Kuala Lumpur. To the 
present author this is not enough, but rateher there is a need 
to have deliberate and organised waqf promotion.

With this about contemporary aspects of waqf, let 
us look at a specific country, namely Bangladesh. 
According to an official survey of waqf estates 
conducted in 1986 (Bangladesh Bureau of Statistics, 
1998, pp. 10-49), the total number of waqf estates in 
the country is 150,593, out of which 97,0461 estates 
have registered deeds; 45,607 estates are based on oral 
waqf, and the rest are waqfs by use (like mosques)14. 
A good number of institutions have been developed 
on these waqf estates. The waqf estates house 123,006 
mosques; 55,584 Eidgah (fields designated for Eid 
prayers); 21,163 graveyards; 8,317 madrasahs (Islamic 
educational institutions); 1,400 dargah, and 3,859 
other institutions (Islam, n.d., p. 3). 

This is a list of waqf estates existing from before, 
which are in real estates. In fact, most of the waqf 
endowments are in real estates even in other 
cases.15Interestingly enough, there is a new sign of 
revival of the institution of waqf in the recent past in 
Bangladesh with its new forms and purposes. These 
are cash waqf, and waqf in intellectual property. The 
cash waqf, which created some endowment funds, 
has recently been instrumental in establishing some 
institutions of higher learning, especially some private 
universities.

Another very interesting development in the area of 
waqf in Bangladesh is waqf in intellectual property. 
Waqf in this category is waqf of the copyrights of 
books. The present author could identify at least 
two waqfs in this category in the country, one of 
which has a distinctive characteristic that 10 percent 
of its revenue will be spent to help the poor and for 
ideological causes.

This brief exposition of waqf in the contemporary 
world, and in particular in Bangladesh, provides some 
indications as to what potentials the institution of 
waqf does possess in making contributions to poverty 
alleviation and the socio-economic development 
agenda of a country.

14	 Waqf by use are those which do not have formal deeds of 
waqf , but the owners of the estates or propoerties have given 
them away for some religious or charitable purposes, and 
hence they are known to be waqf propoerties. For a detailed 
list of waqf estates, see Government of Bangladesh (1998) 

15	 For example, real estate represents most of the waqf 
properties in Eqypt, Syria, Palestine and Turkey. See Roded, 
R, ”Quantitative analysis of waqf endowment deeds”, The 
Journal of Ottoman Studies, Vol 1, pp 51-56



Land, property and housing rights in the Muslim world186

Medical facilities. There is a crying need for •	
medical facilities in a resource-poor country18. 
Unavailability of medical services for the vast 
majority of the population results in poor health, 
low productivity, low income, poverty, and so on. 
The facilities provided by the public sector are 
concentrated in the urban and sub-urban areas, 
and are also negligible. The vast majority of the 
population lives in the rural areas, which are 
deprived of proper medical facilities. 

Physical infrastructure and utilities. Poverty •	
alleviation and economic development require 
necessary physical facilities and basic utilities. 
Access roads, irrigation dams, flood control 
devices, and utilities are essential for implementing 
any poverty alleviation and development plan in 
many developing and low-income countries such 
as Bangladesh. 

These are high-priority poverty-alleviation and 
development needs of a typical poor country. It is 
neither possible for the public sector to provide these 
goods and services adequately, nor viable for the private 
sector to deliver them. The institution of waqf may be 
appropriately applied to finance such projects.

18	 We may have to take an example of Bangladesh. According 
to the official statistics, the number of persons per physician 
is about 5,000 in Bagladesh. Obviously most medical facilities 
are concentrated in the urban areas and the vast majority of 
the 120 million people of the country based in rural areas (see 
Government of Bangladesh, 1998, p. 345)

The relevant authorities will plan some high-priority 
projects for poverty alleviation and socio-economic 
development. These projects will be directed to the 
waqf administration body (WAB) of the country 
concerned. The WAB will then prepare project profiles 
and invite voluntary cash waqf to finance the planned 
projects.

The cash waqf may be raised by issuing waqf 
certificates of different denominations against the 
planned projects, so that a number of individuals 
or institutions may buy them and thus join together 
to finance the planned projects. Separate cash waqf 
will be raised for each individual waqf activity. This 
will have a resource-pooling effect to implement a 
large waqf-based project, which would otherwise be 
impossible by a single effort. The planned projects will 
then be financed from waqf proceeds.

The initiative of such waqf originates from the WAB 
(Department or Ministry of Waqf) in an organized 
manner. Thus it has the characteristics of being an 
organized activity. On the other hand, the waqf 
certificates are bought voluntarily by individuals or 
institutions and thus the cash waqf is made by them 
purely voluntarily. This makes the activity a voluntary 
one. It is thus an “organized voluntary waqf ” entity.

In this way, important and large poverty-alleviation 
projects may be financed by raising cash waqf in a 
planned way. Such projects may include income/
employment-generating projects, medical facilities 
and infrastructure. As indicated earlier, such projects 
are important for poverty alleviation in a sustainable 
way. Let us elaborate a bit on some of these projects.

Employment/income-generating projects. •	
The poor countries experience high rates of 
unemployment of their labor force. Area-specific 
micro-projects such as cottage and handicraft 
industries may generate both employment and 
income for the target groups of people in the 
target areas. 

Educational facilities. Educational facilities •	
can provide the badly needed education to the 
vast majority of illiterate population of a poor 
country,17 which is expected to contribute to 
poverty alleviation, and social, moral and human 
resource development. 

17	 For example, in Bangladesh, the official literacy rate is 32 
percent (1991) which means that 68 percent of the people 
are illeterate (see Government of Bangladesh (1998), Statistical 
Pocketbook Bangladesh 1997, Bangladesh Bureau of Statistics, 
Dhaka
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Equal opportunity, entrepreneurship, risk sharing 
and participation of poor facilitate Islamic microfinance 
models. Unlike conventional microfinance schemes 
which target 0on loans to the ‘entrepreneurial poor’, 
there is a need for the full range of financial services 
that the poor need. Islamic banks not only aim to 
facilitate commercial success, but also consciously 
work towards poverty alleviation. For instance, 
several Islamic banks eligible customers with interest 
free benevolent loans, with no expectation of making 
a profit.

Women comprise of more than half of Islamic 
microfinance clients in Muslim countries generally 
researched. Micro-credit stimulates participation in 
labour market, improves status, and decision making. 
Gender empowerment and access to land are evident 
through Islamic microfinance.

There are a number of Islamic finance products, 
for example murabaha which is a two-stage process 
of financing purchase of goods by a financier, as 
per Islamic principles. Other products include 
musharaka, ijara and mudaraba. The combination 
of the mudaraba and waqf mechanisms may be a 
useful innovation for housing loans. In considering 
these products, the module evaluates the practical 
challenges these innovations face in easing access to 
land, property and housing.

Overview

This module explores the Islamic alternative 
credit systems, the key distinguishing 
features and development of the Islamic 

finance and microfinance models. The significant and 
increasing demand from within Islamic communities 
that financial services be compliant with Islamic law 
(Shari’a) has led to diversification and innovation of 
banking activities from both Islamic and Western 
commercial banking institutions. An exploration 
of these existing developments should enable a 
consideration of the extent to which Islamic finance, 
banking principles and credit, particularly housing 
microfinance, may contribute to transforming the 
lives of the poor.

Islamic jurisprudence, with its emphasis upon 
partnership and a concern for community welfare, 
together with the expansion in Islamic banking and 
microfinance, has the ability to respond creatively to 
the needs of the urban poor. Microfinance, including 
land and housing micro-credit, is a growing industry. 
Islamic microfinance has not been sufficiently 
developed systematically yet, but it is expanding. 
Islamic financing principles emerge from a broader 
economic ideology that is concerned with achieving 
a just and equitable society. 

The condemnation of usury as money lending 
for interest is well established within the Islamic 
framework. Islamic finance institutions, in their ideal 
form, do more than merely avoid interest payments. 
Financial instruments developed by Islamic 
institutions are rooted in profit and loss sharing 
principle. The location of risk entirely on the borrower 
is not permitted. Thus, persons providing capital do 
not receive rewards without exposure to the risks of 
the venture.

Module 8:  
Islamic microfinance
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Facilitator’s notes

This is a straightforward session, intended to 
familiarise participants with Islamic financial principles 
and encourage them to consider whether and in what 
contexts it is important that microfinance products 
(and projects) are Shari’a compliant. However, this will 
require listing each finance product and contrasting 
them. Like the earlier module on Muslim women and 
property, discussion should be directed towards the 
potential for grassroots work with religious elites in 
terms of legitimising microfinance projects. Among 
the questions likely to surface is the advantage of 
Islamic microfinance over conventional types. In this 
regard, trainers may wish to emphasise the different 
experiences of Islamic microfinance in Indonesia and 
Afghanistan, as discussed in the extract in the reading 
from Sait and Lim.

The Yemeni case has been chosen because it is a 
well documented one, and a positive example. At the 
same time, it raises questions over why this particular 
mode has been chosen and how it could be better. 
Some participants may find the identification of 
products difficult. Others may be more interested 
in the application and future prospects. Encourage 
comparative approaches.

Group work 

Learning outcomes

At the end of this module participants should be able 
to:

appreciate some of the distinguishing features ��
of Islamic finance, particularly the prohibition 
against riba (usury).

analyse the application of Islamic principles to ��
microfinance.

discuss some Islamic financial objectives and ��
products.

consider some strategies for empowerment ��
through Islamic microfinance.

Reading materials

	 Loqman M (1999) ‘A Brief Note on the Islamic 
Financial System’, 25: 5 Managerial Finance 
52.

	 Mirakhor A (2002) ‘Hopes for the future of 
Islamic Finance’, lecture at the Institute of Is-
lamic Banking, London.

	 Sait S and Lim H (2006) Chapter 8.

	 Sait S and Lim H (2008) ‘Islamic Microfinance 
in Crisis Countries: The Unofficial Develop-
mental Discourse’.

Additional reading 

	 Brandsma, Judith and Hart, Laurence (2004) 
Making microfinance work better in the Mid-
dle East and North Africa, (Washington DC: 
World Bank).

	 CHF International (2005) Practical Guide for 
Housing Microfinance in Morocco (CHF Inter-
national).

	 Sundararajan, Vasudevan and Errico, Luca 
(2002) Islamic Financial Institutions and Prod-
ucts in Global Financial System: Key Issues 
in Risk Management and Challenges Ahead 
(IMF Working Papers 02/192, International 
Monetary Fund).

	 Sait S and Lim H (2006) pp. 174-201.

Islamic Microfinance in Hodeidah, 
Yemen

Launched in 1997, Hodeidah is currently the 
third largest microfinance program in Yemen. 
It serves very poor clients along the Red 
Sea coast in the Hodeidah governorate of 
Yemen. About 80% of its clients are women 
who participate in group lending with an 
outstanding average loan balance of US$25. 
Average outstanding loan balance for the 
MFI is US$50. Hodeidah’s outstanding loan 
portfolio is $200,000, with a total outreach 
of 3,900 clients as of March 2008. Hodeidah 
Micro Credit Program uses Islamic financial 
services (IFS) which expands Hodeidah’s 
potential clientele, because many Yemenis 
feel reluctant to accept normal loans due to 
religious reasons. 
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Recommended reading for group work

	 Faussone, LG (2008) Development According 
to the Shari’ah: The Case of Islamic Microfi-
nance (Milan: ISPI).

	 Wilson, R (2007) Making Development As-
sistance Sustainable through Islamic Micro-
finance 15:2 IIUM Journal of Economics and 
Management 197-217.

Possible group work questions 

Islamic microfinance, though a latecomer to 1.	
microfinance, is demonstrating rapid pro
gress. What are the advantages of Islamic 
microfinance over other conventional micro-
credit programmes?

According to one estimate, about 70% of the 2.	
Islamic microfinance products offered are based 
on murahaba. Women repeatedly stated that 
they needed larger loans if they are to grow their 
businesses faster. What could be the strategies to 
enhance product diversity?

Two key features of Islamic finance are profit/loss 3.	
sharing and prohibition of interest. How do these 
principles impact on Islamic microfinance?

The number of Muslim women accessing 4.	
microfinance products is increasing. What are 
the impediments to even greater participation 
and how can these be removed?

Islamic microfinance in Afghanistan

Microfinance was prioritised by the 
international community – the Afghanistan 
Reconstruction Trust Fund (ARTF) – as one 
of the core ‘reconstruction’ projects. Since 
its initiation in 2003, the Microfinance 
Investment and Support Facility Afghanistan 
(MISFA) grew to approximately USD 75 
million with ambition for 200,000 clients. 
Despite the Islamic Republic of Afghanistan’s 
traditional profile, no conscious engagement 
with Islamic principles was intended and the 
modernization of post-Taliban Afghanistan 
was conceptualised through secularist 
approaches. Islamic microfinance was not 
part of the official development discourse 
or general microfinance planning. End-
user scepticism about the compatibility 
of microfinance loans with Islam forced 
a rethink. Until recently the Afghan MFIs 
showed little interest in Islamic microfinance.  
Ariana Financial Services Group (AFSG) 
admits working hard to convince people that 
its services were not un-Islamic. A number 
of MFIs in Afghanistan have now packaged 
themselves as Islamic. 

The Danish MADRAC (Microfinance Agency 
for Development and Rehabilitation of 
Afghan Communities) in November 2006 
launched new Islamic credit services for 
needy people in rural areas. The US-
based FINCA International also announced 
that as of September 2006 all FINCA 
Afghanistan credit products were Shari`a 
compliant. Likewise, the French-based 
Oxus Development Network (ODN) began 
providing loans following the principles of 
Islamic banking.  

However, despite significant progress, 
microfinance in Yemen remains small scale. 
The low level of loans, especially at entry 
level, is overwhelmingly the main point 
of dissatisfaction among clients. Women 
repeatedly stated that they needed larger 
loans if they are to grow their businesses 
faster. It is estimated on average that in 
Indonesia, the Islamic product loan size is 45 
percent higher than the average conventional 
micro-loan. Unlike Grameen in Bangladesh, 
it has not expanded into land and housing.

Murabaha is a common Islamic banking 
instrument used for short-term financing 
based on the conventional concept of 
purchase finance or cost plus mark up sales. 
As it has been applied in the microfinance 
sector in Yemen, MFI staff accompany the 
client to the suppliers to buy the goods and 
then charges a mark up fee for its services. 
In the case of group lending, the MFIs take 
all of the clients together for buying days, 
which can be very tiring and time consuming, 
particularly for women merchants who buy 
and sell their goods door to door. In some 
cases MFIs use sale centres to purchase certain 
goods facilitating the process. Repayments 
are made in monthly instalments, the same 
as conventional loans. Some argue that 
use of murabaha “eliminates the need for 
written records, often unavailable at the 
micro enterprise level or if available, the 
client may be unwilling to share them.” 
Murabaha has other advantages such as 
clarity (contract pre-defined amounts), 
certainty (limited opportunity for cheating), 
simplicity (fixed contact) and economy (lower 
implementation costs). 
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There is an assortment in what is offered 
sporting the Islamic label. One MFI, PARWAZ, 
has argued that interest is not impermissible 
under the complex Islamic finance laws, 
while others use alternative descriptions of 
interest or strive to distinguish interest from 
usury. Some use colour-coded forms for 
different types of loans which indicate the 
tariffs for services. The lending arrangement 
where loan fees are charged on the basis 
of profit-sharing or ‘cost plus mark-up’ 
instead of a fixed interest rate invariably 
also includes overheads and running costs 
(including staff salaries, operating expenses, 
taxes, borrowing costs).
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The failure of conventional systems is one of the 
reasons why the poor are faced with a choice between 
housing that is either affordable, but inadequate or 
housing that is adequate but unaffordable.

2� 	What is microfinance? 

Microfinance institutions (MFIs) provide financial 
services including credit, savings, cash transfers and 
insurance to individuals excluded from or ignored 
by the traditional banking sector. One well-known 
and very successful example is the Grameen Bank 
in Bangladesh, established in 1976 to provide small 
collateral-free loans to the rural poor for productive 
enterprise purposes. Such schemes rely upon solidarity 
group lending in villages with self-selected members 
who evaluate each other’s creditworthiness. Members 
make weekly repayments on loans, including 
interest.

3� 	What is Islamic microfinance? 

Islamic microfinance is generally understood as 
lending by MFIs which is in compliance with Islamic 
law and Islamic economic principles, particularly the 
prohibition on usury (riba). Some MFIs are carefully 
constructed cooperative ventures between financial 
experts and Islamic law experts (or committees) that 
decide on the Islamic validity of a particular scheme. In 
other contexts, the interest portion of the repayments 
made by the members of the microfinance initiative 
is reformulated as an administrative or management 
cost. Doubts about the Islamic credentials of some 
schemes can arise because there is no consistency in 
the application of the label.

4� 	Why is Islamic microfinance important? 

Islamic microfinance, on the heels of Islamic 
finance is a fast growing industry. There are examples 
such as the Hodeidah Microfinance programme in 
Yemen, Bank Simpanan Nasional in Malaysia, the 
Aceh relief aid schemes in Indonesia, and the UNDP 
microfinance initiatives at Jabal Al Hoss in Syria, 
Akuwat in Pakistan, Afghanistan, and Mali-North 
Program.

Background Q & A 
Islamic Microfinance

‘[An] important function of Islamic finance that is seldom 
noted … is the ability of Islamic finance to provide the 
vehicle for financial and economic empowerment … to 
convert dead capital into income-generating assets to 
financially and economically empower the poor …’ 1

Introduction

The Global Land Tool Network (GLTN) is a multi-
sector and multi-stakeholder partnership seeking 
to translate aspirations, principles and policies into 
inclusive, pro-poor, affordable, gendered high quality 
and useful land tools, which can be replicated in a 
range of contexts. GLTN recognizes the demand 
for targeted tools, including culturally or religiously 
formatted tools, since there are many positions and 
approaches to conceptualising and delivering secure 
tenure and access to land.  Most communities have 
deeply ingrained cultural traditions, many religions 
have firm rules on land and inheritance, and every 
government faces the challenge of land differently 
with its own array of laws and degrees of political 
will. 

In most Muslim countries Islamic law, principles and 
practices make an important contribution to shaping 
access to land. GLTN has as one of its objectives, 
therefore, the identification and development of Islamic 
land tools through a cross-cultural, interdisciplinary 
and global process, owned by Muslims, but including 
civil society and development partners. Yet, Islamic 
approaches to land should not be seen as an internal 
matter, giving preference to religion over universal 
or secular approaches to land, but as part of GLTN’s 
inclusive, objective, systematic and transparent 
efforts.

1� 		Why is financing important for access 
to land and security of tenure?

The majority of the world’s urban poor do not have 
access to the conventional institutions responsible for 
providing secure land rights and affordable finance. 
Rather, conventional institutions have been designed 
to meet the needs of the middle- and upper-income 
clients on terms that are not accessible, appropriate or 
affordable for the poor. 

1 *Mirakhor, A. (2002) ‘Hopes for the Future of Islamic Finance’, 
Lecture at the Institute of Islamic Banking, London.
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processes. Since they involve larger loans requiring 
guarantees and/or collateral, these are often difficult 
to implement in the context of informal settlements. 
And, Islamic microfinance may draw in people who 
are generally left out of credit markets but wish to 
avoid riba (usury).

6� 		Do Islamic finance principles involve 
more than avoiding interest?

Islamic finance institutions, in their ideal form, 
should do more than merely avoid interest payments. 
Islamic financing principles emerge from a broader 
economic ideology and distinctive values that are 
concerned with achieving a just and equitable 
society. And, Islamic principles of equal opportunity, 
entrepreneurship, risk sharing and participation by 
the poor are supportive of microfinance.

7� 		How do Islamic principles support 
entrepreneurship?

Islam is not an ascetic religion, but encourages people 
to enjoy earthly gifts. Commercial activities conducted 
in order to provide for an individual, family and 
loved ones are permissible and often commendable. 
There are sayings of the Prophet (hadith) that support 
trade. However, the quest for possession and profit is 
a means of providing for human sustenance, rather 
than a goal in itself.

8� 		What about people who are unable 
to trade or engage in commercial 
activity?

The Qur’an celebrates good trading practices 
but is also conscious of those who are unable to 
trade. It praises charitable acts towards the poor and 
destitute, demanding compassionate treatment of poor 
borrowers.

5� 		How can Islamic finance support Slum 
upgrading?

Slum Upgrading processes operate under the premise 
that slums can be upgraded successfully when slum 
dwellers are involved in the planning and design of 
upgrading projects and able to work in collaboration 
with a range of other key stakeholders. The Slum 
Upgrading Facility (SUF) at UN-HABITAT works 
with local actors to make slum upgrading projects 
“bankable” – that is, attractive to retail banks, 
property developers, housing finance institutions, 
service providers, micro-finance institutions, and 
utility companies. Islamic finance could be both 
participative and inclusive; and extend access to 
finance to marginalized groups.

Islamic microfinance could benefit the poorest of 
the urban poor, including squatters on remote or 
unutilised land and those living in rental arrangements 
in overcrowded inner-city slum tenements that tend 
to fall outside the net of the general finance industry. 
Islamic principles, values and institutions support 
effective housing microfinance programmes for the 
purchase, construction and improvement of homes, 
for installing basic services or to fund land-titling 

The Hodeidah microfinance 
programme, Yemen

The Hodeidah Microfinance Programme was 
established in Yemen in 1997. It lends to the 
poor for entrepreneurial activities using a 
two-stage purchase and resale mechanism, 
with a fixed service charge and repayment 
schedule determined in advance. The charge 
is paid at the end of the whole transaction to 
avoid any appearance of interest. From the 
outset, it was recognised that the religious 
beliefs of the people in Hodeidah were 
such that credit in accordance with Islamic 
principles would be preferred. 

The project management team made efforts 
to discuss the details of the transactions to 
be offered to clients with the local religious 
elite, who retracted their original opposition 
to the loans as un-Islamic. Despite 
administrative challenges and fairly high 
costs, the strength of this Programme is in 
the ability to reach out to potential clients 
who would be excluded from conventional 
microcredit schemes.
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12� 	Are other forms of commercial 
activity prohibited in Islamic 
principles?

The prohibition on money lending for usury 
is linked also to the Islamic prohibition against 
hoarding or an excess accumulation of personal 
riches. Trade and financial gain may be lawful, but 
beyond a certain point gain becomes excessive and 
immoral profiteering. Savings, beyond what is needed 
for sustenance and charitable giving, should be put to 
good use. Gambling, one form of the Islamic concept 
of gharar, which means anything that implies hazard, 
deceit or excess, is also to be avoided. Speculation is a 
feature of conventional banking and finance, but such 
uncertainty is not consistent with Islamic financial 
principles. Business dealings with alcohol, gaming 
and immoral activities are also prohibited.

9� 		Does the charitable obligation extend 
to Islamic institutions?

Yes, this charitable obligation extends to Islamic banks, 
which aim to facilitate commercial, investment and 
legitimate socio-economic activity, but also consciously 
work towards alleviation of poverty and the extension 
of economic opportunities. For instance, several Islamic 
banks provide a proportion of customers with interest 
free benevolent loans, with no expectation of making a 
profit.

10� 	How important is ‘risk sharing’ to 
Islamic financial principles?

The concept of risk sharing is a key feature of 
Islamic finance and banking. The relationship of 
creditor and debtor which identifies interest as 
the price of credit and the location of pressure/risk 
entirely on the borrower (as in Western models of 
commercial banking) is not permitted. In the Islamic 
framework, persons or institutions, in providing 
capital, should not receive a reward from financing 
any venture without exposure to its risks. Financial 
instruments developed by Islamic institutions to 
finance individuals’ commercial activities are rooted 
in the profit and loss sharing principle.

11�   Is interest completely prohibited in 
Islam?

The condemnation of usury as money lending 
for interest is well established within the Islamic 
framework. It is a general standpoint amongst Islamic 
scholars, although not without some dissenters, that 
all forms of interest are prohibited. Money has no 
value in itself, but is just a medium of exchange. It is 
not, therefore, an earning asset and cannot give rise to 
more money unless it is invested. The Islamic concept 
of Riba is often translated as simply a prohibition on 
interest, but some argue that it covers all transactions 
that give one party more than a fair exchange or 
which produce a payment that is like interest. Any 
transaction between lender and borrower such that the 
lender receives gains on capital through an additional 
excess payment, small or large, in money or another 
commodity, is considered riba.

Women led initiative - local Market 
Women’s Association in Kojokrom, 
Ghana. 

The Association is negotiating with the 
Metropolitan Assembly to manage the 
construction of new market facilities that the 
women would finance with a commercial 
loan and then run on a Build Operate and 
Transfer basis. In this case, the women 
involved will finance the development with 
a bank loan, and, as a consequence, be 
relieved from paying standards taxes and 
fees during a period to be negotiated and 
specified within the contractual agreement 
between the women and the local 
Assembly. However, for this arrangement 
to be sufficiently robust to attract bank 
finance, the women have recognised that 
they will need a special development and 
management company which will enter 
into a series of contractual agreements 
that specify clearly the responsibilities and 
entitlements of the banks, the women 
who own the company, the Metropolitan 
Assembly and other relevant parties such as 
building contractors. 

UN-HABITAT (2009) Slum Upgrading Facility: 
Land and Slum Upgrading, Paper 10 (Nairobi, 
SUF: GLTN)
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16� 	How can Islamic microfinance 
specifically promote women’s 
empowerment? 

There are considerable benefits to be accrued from 
Islamic microfinance in terms of providing access to 
financial products with religious, social and cultural 
legitimacy to those sections of society, particularly 
women, who are traditionally excluded from credit. 
Its goal is to empower women as income earners and 
decision makers in their homes and communities, 
leading to improvement in the economic status of 
women’s families.

Micro financing has been referred to as barefoot 
banking’ because of its ability to deliver financial 
services to rural women, and is of particular relevance 
in largely gender-segregated societies. Experience 
shows that providing financial services directly to 
women can aid empowerment. Women clients – with 
their generally high repayment and savings rates – are 
also seen as beneficial to the institution. 

17� 	Are Muslim women able to access 
microfinance? 

The Convention on Elimination of All Forms of 
Discrimination Against Women (CEDAW) states 
that State Parties should ensure that women have 
equal access to “the right to bank loans, mortgages, 
and other forms of financial credit” (Article 13(b)) 
while in the area of rural development, Article 14(g) 
establishes that State Parties must take steps to ensure 
that women have access to “agricultural credit and 
loans, marketing facilities, appropriate technology 
and equal treatment in land and agrarian reforms as 
well as in land resettlement schemes.”

A 2004 report on microfinance in the Arab world 
finds that the region has seen a significant improvement 
in terms of outreach to women borrowers. Up from 
approximately 36 per cent of borrowers in 1997, 
women currently make up 60 per cent of all clients in 
the region. Grameen in Bangladesh, Micro Fund for 
Women, Jordan and Hodeidah are few success stories 
of innovative schemes run by women for women – 
though not always based on Islamic principles. 

13� 	What is the mainstream thinking on 
interest/usury?

Recently Sheikh Dr Tantawi, head of the influential 
traditional Islamic university Al Azhar in Egypt, 
joined others in arguing that conventional banking 
interest is a share in the profits of growth-inducing 
investments, and not the forbidden riba. This follows 
a line of thinkers, such as Sir Sayyed in the nineteenth 
century, who have argued that there is a difference 
between usury, which is prohibited, and interest when 
it is for commercial lending, which is not prohibited. 
By comparison, in a significant decision, the Supreme 
Court of Pakistan declared in 1999 that all types 
of interest fall within the purview of the Qur’anic 
prohibition on riba (Dr Mohammad Aslam Khaki v. 
Syed Mohammad Hashim, PLD 2000 SC 225)

14� 	Do Islamic financial principles 
support microfinance?

Yes, there is a strong correlation between Islamic 
principles and the values underpinning microfinance, 
including the emphasis upon partnership, mutual 
guarantees and a concern for the welfare of the 
community of Muslims. Mutual cooperation, for 
instance, lies at the heart of modern models of Islamic 
home financing in the developed world and these 
models share much in common with the microfinance 
institution.

15� 	 Do Islamic financial principles trans
late themselves into the kinds of 
financial products offered by Islamic 
institutions?

Yes, freedom of contract in Islamic law has 
helped to develop financial instruments that are in 
accordance with legal principles and free of interest. 
There are deposit and lending products that comply 
with Islamic principles and are at the same time 
competitive. Instruments have been found that allow 
people to purchase homes with mortgages, buy goods, 
such as cars, as well as start/expand businesses, for 
which a conventional bank would offer an interest-
bearing loan, secured or unsecured.
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Another influential survey carried out by the CGAP 
(Consultative Group to Assist the Poor) on Islamic 
microfinance accounts covering 126 institutions 
operating in 14 countries, found that Islamic micro-
loans target women in proportions comparable to 
conventional micro-loans.

18� 	How do sadaqa and zakat influence 
microfinance? 

As discussed, Islamic philanthropy is at the heart of 
the innovative pro-poor land policies. While zakat is 
one of the five pillars and obligations of Islam (which 
many countries have institutionalized), sadaqa by 
contrast, refers to voluntary, meritorious giving that 
goes beyond what was required. 

Microfinance could use zakat funds or voluntary 
contributions (such as cash waqf ), but it has to be a 
sustainable programme. It cannot be run on charity, 
as clients demand transparency and assert rights while 
also agreeing to pay back.  

19� 	What sorts of financial products 
have been created?

A great variety of financial instruments have 
been developed by Islamic banks to be compliant 
with Islamic law, but only a small number of these 
instruments are used regularly. Four in particular are 
fairly common in practice: murabaha (mark-up/cost-
plus); mudaraba (trust financing); musharaka (joint 
venture); and ijara (lease).

20� 	What is murabaha? 

Murabaha involves a two-stage process of financing 
purchase of goods by a financier (such as a bank) and 
the sale of those goods to clients at mark-up prices, on 
a deferred payment basis. Each stage is kept separate. 
In the first stage, the financier purchases goods, such 
as machinery, raw materials, equipment or a house, 
from a third party on behalf of, and at the request of, 
a client. At the second stage, at a later date, the client 
purchases the goods on a mark-up or cost-plus basis, 
thereby giving the financier the agreed profits on the 
transaction. The deferred payment may be made in 
installments rather than a single lump sum.

21� 	What is murabaha used for? 

Murabaha is the most widely used financing 
technique by modern Islamic banks, particularly to 
help customers to purchase consumer durables such 
as cars, but also to provide finance to purchase a 
house. It is a prevalent form of Islamic mortgage in 
the Gulf States.

22� 	What is musharaka? 

Musharaka is a form of partnership in which all 
the partners agree to invest and have control rights 
proportional to their capital contributions.  All 
partners have a financial stake in the venture and 
the right to a pre-determined percentage of profits. 
Partners share also in any losses of the partnership 
according to their contributions.

23�  What is musharaka used for? 

It is not a common financing mode for Islamic 
banks, but Musharaka can facilitate both short-term 
and long-term business financing, including farming. 
It is used in Singapore and elsewhere for commercial 
real estate investment, for the development of offices 
and modern apartments for rental. Currently there 
is little evidence that it can enable the provision of 
housing for low-income families or those living in 
informal settlements.

24� 	What is ijara? 

An ijara is a lease, which is fashioned into a 
financial product whereby a financier purchases an 
asset and then leases it to the client for a fixed rental 
fee. The duration of the lease and the fee will be 
fixed and agreed in advance. A product is used for a 
specified period for a specified amount, determined 
at the outset, without the user taking ownership of 
the product. The transaction is really the sale of the 
product’s specified use, thereby avoiding a prohibited 
speculative contract. Sometimes the client will be 
committed to buying the leased product at the end of 
the lease, as a lease-purchase agreement.



197Module 8: Islamic microfinance

25� 	What is ijara used for? 

Ijara can be used in a range of contexts, but in 
the lease-purchase form it is particularly useful to 
enable the purchase of a home, instead of a prohibited 
mortgage on which interest is paid.  However, this 
is often an expensive transaction and may be less 
appropriate outside a legal environment of secure 
titling with a formal land registration system.

26� 	What is mudaraba? 

Mudaraba involves an investor (usually a bank) 
exclusively contributing capital to a project and an 
entrepreneur providing management expertise. Both 
parties split the profits according to a contractual 
formula and each carries a risk, the investor of loss of 
capital funds and the entrepreneur of deprivation of 
reward for her time.

27� 	What is mudaraba used for? 

Mudaraba is used for individual business ventures 
and in a complex version for some Islamic investment 
funds. In accordance with core Islamic values, 
banks are also offering products that combine a cash 
endowment (waqf ) with the mudaraba principle. The 
wealthy deposit funds as an endowment with the 
bank, which manages the fund, while the depositor’s 
share of the profit is used for benevolent purposes. 
This arrangement has potential for implementing 
microfinance projects, especially housing microfinance, 
with the cash waqf supplying the guarantee element.  
Lack of guarantees and/or collateral for large loans 
has held back housing microfinance in informal 
settlements. The combination of the mudaraba and 
waqf mechanisms may be a useful innovation.

Old town, Zanzibar © UN-HABITAT / Asa Jonsson



198 Land, property and housing rights in the Muslim world

28� 	How can housing microfinance be 
strengthened?  

Housing micro-finance is only a fraction of the core 
business for micro-finance institutions, even though 
loans for various purposes (such as small business 
start-ups) are used for housing. The obstacles to 
housing microfinance include limited land or housing 
supply, systemic or structural failures for affordable 
land delivery, as well infrastructure and basic service 
needs. Thus both capital investment and maintenance 
requirements are required as part a broader, more 
holistic approach to slum upgrading finance. Thus it 
is not merely the availability of Islamic microfinance 
but the policies and framework of land delivery 
processes that are important. 

29� 	Is there an example of Islamic 
housing finance? 

There exist a range of models. A model of cooperative 
Islamic home financing used over a considerable 
period in Canada, the diminishing partnership, may 
address the needs of Muslims outside the system of 
formalized property rights. It is a system based on 
mutual cooperation, whereby a person buys shares in 
an organization to which he or she can later apply 
for a mortgage. The mortgage itself takes the form 
of a partnership vehicle between the individual and 
the organization, based upon the relative size of their 
contributions and which is the nominal owner of the 
house. The individual pays rent to the partnership 
vehicle that is distributed to its shareholders. Over 
time, the individual buys all the shares in the 
partnership vehicle and eventually title in the house 
is passed to him or her.

30� 	Are there other Islamic finance 
products that are being discussed? 

There are dozens of Islamic products that are being 
discussed- for example, tawwaruq that works as a 
reverse murabaha. As used in personal financing, a 
customer with a genuine need buys something on 
credit from the bank on a deferred payment basis and 
then immediately resells it for cash to a third party. 
In this way, the customer can obtain cash without 
taking an interest-based loan. Also, there are asset-
based products. A sukuk has similar characteristics 
to that of a conventional bond with the difference 
being that they are asset backed. A sukuk represents 
proportionate beneficial ownership in the underlying 
asset. The asset will be leased to the client to yield the 
return on the sukuk.

31�  What are the challenges facing 
Islamic microfinance? 
 

Despite some successes, most commentators 
note that Islamic finance has not yet developed a 
cohesive model and is yet to fill it potential. At the 
Harvard Islamic Finance project consultations, two 
general views are canvassed. One view is that Islamic 
microfinance emerged from existing Islamic finance 
models, while the other view is that the challenges 
of microfinance mandate rethinking. For example, 
Islamic finance principles are difficult to implement 
on a profit and loss sharing basis in rural settings. They 
require long-term involvement by the microfinance 
institutions (MFI) in the form of technical/business 
assistance that raises the cost of implementation. 
Also, the question is how Islamic finance can meet the 
demand and work at scale. Therefore, more diversity, 
innovation, regulation and socially responsible models 
are expected to emerge in the new future. Hopefully, 
they will squarely address land, property and housing 
rights.
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Islamic Microfinance 
MODULE 8

1

Session learning outcomes

At the end of this session, participants should be able 
to:

• Appreciate some features of Islamic microfinance
• Analyze application of Islamic principles
• Discuss some Islamic financial products
• Consider strategies for empowerment through Islamic 

microfinance

2

Your opening thought

• What experience do you have of Islamic finance?

• Do you think Islamic finance is preferable to conventional 
finance? Why?

• How can Islamic microfinance empower the poor, and 
provide access to land?

3

What are the key concepts?

• Islamic microfinance  based on Islamic economic 
principles, aimed at just and equitable society.

• In addition to prohibition or usury (riba), other principles 
such as profit and loss sharing apply.

• Women generally comprise of more than half of Islamic 
microfinance actors in Muslim countries.

• Four common in practice: murabaha (mark-up/cost-plus) 
mudaraba (trust financing); musharaka (joint venture); 
and ijara (lease).

4

Why are they relevant?

• Micro-credit stimulate pro-poor participation in housing 
market

• Equal opportunity, entrepreneurship, risk sharing and 
participation of poor

• Women participation high, leading to rights, empowerment 
and improving access to land

• Qur’an praises charitable acts towards poor, 
compassionate treatment of poor borrowers

5

How can they be used?

• Islamic micrcfinance more than avoiding interest 
payments, focus on poverty alleviation.

• Despite advantages, Islamic microfinance not been 
systematically developed, faces challenges.

• Scope for housing/land microfinance programmes for 
purchase, services or titling.

• Islamic banks can expand products such as interest free 
(non-profit) benevolent loans.

• Gender empowerment and access to land.
• Islamic microfinance (and cash waqf) can aid land 

access, housing finance and slum upgrading.

6
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How could this help landless poor?

• Reach urban poor, squatters, slum dwellers

• Targets those outside general finance net

• Housing microfinance can purchase, improve homes, 
add basic services or help land titling process

• Not common as target loans require collateral, but group 
lending effective

• Islamic products

7

What is microfinance?

• Micro-financial services including credit, savings, cash 
transfers and insurance

• To individuals exclude from or ignored by the traditional 
banking sector

• ‘Barefoot banking’ offers innovative and sustainable 
approached

• Solidarity group (sustainable) lending in villages, e.g. 
Grameen

8

What is Islamic microfinance?What is Islamic microfinance?

• Microfinance compliant Islamic principles

• More than avoiding interest payments

• Based on broader economic ideology and values

• For achieving a just and equitable society

• Equal opportunity, entrepreneurship, risk sharing and 
participating by the poor

9

Is Islamic microfinance a success?

A fast growing industry, but not established

• Hodeidah in Yemen

• Bank Simpanan Nasional in Malaysia

• Aceh Indonesia, Afghanistan

• UNDP at Jabal Al Hoss in Syria

• Akuwat in Parkistan, Mali-North Program

10

Why Islam for microfinance?

• Strong correlation between Islamic principles and 
microfinance values

• Emphasis upon partnership, mutual guarantees and 
welfare

• Mutual cooperation at the heart of Islamic home 
financing

• Interdependence of doctrines, institutionalisation of 
principles

11

Does Islam encourage business?

• Islam is not ascetic, encourages humans to enjoy earthly 
gifts

• Commercial activities are permissible and often 
commendable

• Savings of the Prophet (hadith) support trade, good 
practice

• Quest for possession and profit not a goal in itself

12

Why is charity important?

• Zakat (purification) obligations on Muslim for poor and 
needy, sadaqa is voluntary

• Qur’an praises charitable acts towards the poor and 
destitute

• Demands compassionate treatment of poor borrowers
• Charitable obligation: one of the five pillars of Islam

13

How does Zakat work?

• Calculated percentage of annual profits
• Paid to mosques, needy, charitable institutions or the 

state
• Pakistan, Sudan, Libya and Saudi Arabia obligatory tax 

is levied
• The state organises and legally regulates collection of 

Zakat in Jordan, Bahrain, Kuwait, Lebanon, Malaysia 
and Bangladesh

14
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Do banks only make money?

• Islam banks do aim to facilitate commercial, investment 
activity

• Focus on extension of economic opportunities
• But also consciously work towards alleviation of poverty
• Some interest free benevolent loans, with no expectation 

of making a profit

15

How is this relevant to women?

• Access to financial products to women, who are 
traditionally excluded from credit

• And with those with religious, social and cultural 
concerns

• Empowers women as income earners and decision 
makers in their homes and communities

• Improvement in economic status of women’s families

16

Do Muslim women get microfinance?

• Majority of clients are Muslim women 

• 2004 Arab report says significant increase in women 
borrowers

• Grameen women-centered microfinance

• Jordan, Hodeidah, Aceh, Afghanistan – all point to 
innovative schemes by women

17

How important is risk sharing?

• Interest as price of credit not permitted

• Location of pressure/risk entirely on the borrower (or 
lender) not permitted

• Islamic persons or institutions must participate in risks

• Financial instruments rooted in the profits and loss sharing 
principles

18

Is interest prohibited in Islam?

• Usury- money lending for interest – condemned

• Debate whether all forms of interest are prohibited. See 
al-Azhar, Pakistan etc.

• Money has no value in itself, but is just a medium of 
exchange

• Riba prohibition on usury, but includes charges beyond 
‘fair exchange

19

What are prohibited activities?

• Islam prohibition against hoarding excess, put savings to 
use

• Trade and financial gain may be lawful, not to be 
immoral profiteering

• Speculation, uncertainty (gharar) not consistent with 
Islamic financial principles

• Business dealings with alcohol, gaming and immoral 
activities are also prohibited 

20

Why so many Islamic products?

• Range of targets –mortgages, car loans, start/expand 
business, deposits, insurance

• Freedom of contract, different modes develop diverse 
financial instruments

• But in accordance with legal principles and free of 
interest

• Products which are both Islamic and competitive

21

What financial products exist?

Many products developed, few used widely:
• murabaha (mark-up/cost-plus);
• mudaraba (trust financing); 
• musharaka (joint venture); 
• ijara (lease

22
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What is Murabaha?

• Two-stage process of financing and sale, each stage is 

kept separate

• Financer purchase goods from a third party for client

• Later sells goods on a mark-up or cost-plus basis

• Financier has agreed profits on the transaction, deferred 

payment

23

How is Murabaha used?

• Murabaha is the most widely used

• Bank loans to purchase consumer durables such as cars

• To provide finance to purchase a house

• Prevalent form of Islamic mortgage in the Gulf States

24

What is Musharaka?

• Partnership, all partners agree to invest
• Control rights proportional to capital contribution
• All partners have financial stake in venture
• Rights to pre-determined percentage of profits
• Partners share any losses according to their contribution

25

How is Musharaka used?

• Not common Islamic banking product

• Can facilitate both short and long-term business 
financing, including farming

• In Singapore, for commercial real estate investment, 
rentals

• Not yet used for low-income families or those living in 
informal settlements

26

What is Ijara?

• An ijara is a lease, fashioned into a financial product
• Financier purchases an asset to lease it for a fixed rental 

fee
• Duration of the lease and the fee fixed and agreed in 

advance
• May be a lease-purchase agreement

27

How is Ijara used?

• Ijara can be used in a range of contexts

• Purchase of a home, instead of mortgage with interest

• Could be an expensive transaction

• Works equally for secure titling with a formal land 
registration

28

What is Mudaraba?

• Investor (bank) exclusively contributes capital to project

• Entrepreneur provides management expertise

• Both parties split the profits according to a contractual 
formula

• Both take risks – investor of capital loss, entrepreneur of 
labour

29

How can cash waqf contribute?

• Raising money through the waqf model, or releasing 
money from cash waqf with mudaraba principles for 
benevolent loans

• Cash waqf with mudaraba principles for benevolent 
loans

• Cash waqf can serve as guarantee element
• In housing micro-finance, as collateral

30
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What is diminishing partnership?

• A partnership between individual and an organisation. 
Person buys shares in organisaiton which later provides 
mortgage.

• Mortgage is a partnership vehicle between the individual 
and organisaiton.

• Individual pays rent to shareholders of organisation 
(nominal owner of house).

• Over time individual buyers all shares from organisation 
and house title passes to him/her.

31

What new focus in Islamic finance?

• Many Islamic products being discussed
• For example, Tawwaruq works as reverse murabaha
• Tawwaruq is where product purchased on credit 

deferred payment is sold immediately for cash to third 
party, thus no interest-based loan needed

• A sukuk (Islamic bond) represents proportionate 
beneficial ownership in the underlying asset, the asset 
will be leased to the client to yield the return on the 
sukuk (Islamic bond) represents proportionate beneficial 
ownership in the underlying asset, the asset will be 
leased to the client to yield the return on the sukuk

32

What future for Islamic microfinance?

• Despite some successes, no cohesive model to fill 
potential

• Whether to extend existing Islamic finance models or 
have new innovative models?

• Interest free and profit/loss sharing basis can raise the 
cost of implementation

• Can Islamic microfinance meet the demand and work at 
scale?

• How to cope with diversity. Innovation regulation and be 
socially responsible? 

33

Thank you for your attention!Thank you for your attention!

GLTN Secretariat
UN-HABITAT, P.O Box 30030, Nairobi 00100, Kenya

Telephone: +254 20 762 5199, Fax: +254 20 762 4256

E-mail: gltn@unhabitat.org

Web: www.gltn.net

34
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Reference readings

Acquisition of land and the access to, improvement 
and enjoyment of property are often predicated 
on the ability of individuals to access financial 
services and secure easy and affordable credit. 
The significant and increasing demand from within 
Muslim communities for financial services complying 
with Islamic law has stimulated a diversification 
of banking activities by both Islamic and Western 
commercial banking institutions. Islamic banks are 
seen as having several interrelated benefits, including 
being able to mobilise funds and savings amongst 
those unable to use conventional banks because they 
do not conform to Islamic values. Loqman explains 
in the next extract the nature and objectives of the 
Islamic financial system and identifies some of the 
principal Islamic financial products. 

The Islamic Financial System is ideologically 
characterized by the absence of interest- based financial 
in situations /transactions, doubtful transactions, 
stocks of companies dealing in un lawful activities, 
un ethical or immoral trans actions such as market 
manipulations, insider trading, short- selling, etc.

The objectives of the Islamic financial sys tem are 
based on Islamic Law, Shari’ah, which is to be treated 
as an important vehicle to transfer funds from the 
surplus to the deficit units. This is done to en sure 
the equitable al location of capital to sectors which 
would yield the best re turns to the owners of capital, 
thereby contributing to wards the over all growth and 
expansion of an economy.

The Islamic financial sys tem is a product of Islamic 
principles and philosophy and is based on Shari’ah 
functions. Since this sys tem is an important part 
and parcel of Islam, IFS recognises man as the vice 
gerent of God on earth. Any wealth earned by a man 
is seen to be merely en trusted upon him. He holds 
the wealth as a trust from God, and does not have 
absolute ownership of the wealth. As such, in an IFS, 
freedom of enterprise as well as financial decisions 
made either by individuals or corporations, should be 
on the basis of guide lines given by Islam. These do 
not prohibit profit making as the target, as long as 

the interest of society and the nation as a whole are 
protected and pre served; the profitable undertaking 
is permissible under Shari’ah.

The [Conventional Financial System] is based 
purely on Riba (interest).Whereas interest is strictly 
prohibited in Islam. Yet IFS is purely based on re ward/
loss/compensation and charity in stead of Riba. It is 
increasingly found that the financial sys tem based on 
Riba results in concentration of income and economic 
power in few hands, while the financial sys tem based 
on profit and loss sharing principle will result in more 
equitable distribution of economic opportunities and 
productive social charge in the long- run.

In the case of debt financing, Islam permits the con 
tract of ex change which involves deferred payments 
and there are three important con tracts in this 
category viz., firstly, Bai Muajjal or sale on deferred 
payment, under which an entrepreneur of a project 
can buy the required goods and pay in installments 
later on. Secondly, Ijarah or leasing under which the 
entrepreneur can lease the goods required for his 
project. Thirdly, Murabahah or sale with price mark- 
up is commonly used in trade financing wherein the 
entrepreneur can purchase raw materials but settle the 
payments in cash at a later date. All these three types 
of con tract provide profit mar gin to the financier 
through the cost plus pricing of sale and rental on 
leasing as agreed upon.

With the elimination of Riba or interest, appropriate 
mechanisms should be developed to make feasible the 
workings of the Islamic financial system. The role of 
an Islamic financial system is to mobilize savings on 
a large scale, pooling money from the savers to be 
mobilised to the investors for different periods and 
with different risk levels through various products 
mechanisms that con form with Shari’ah. Some of 
the Islamic financial products whose conformity with 
Shariah has been established are as follows:

1) Generation of deposit on profit and loss 
sharing

All deposits generated on profit and loss sharing 
basis should be in vested in non- interest based 
instruments while profit earned and loss incurred 
should be shared between the involving par ties. For 
this purpose, the interest- based in come should be 
separated from noninterest based in come (if any) 
and the basis of sharing of profit and loss between the 
parties should be pre determined. Different modules 
have been developed for the distribution of profits.

R8.1	 Loqman M. (1999) ‘A Brief Note on the  
Islamic Financial System’, Vol 25, No. 5  
Managerial Finance 52.
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f) Rent sharing is practiced in real estate and 
equipment rental.

In its ideal form an Islamic bank is much more than 
just an institution guided by Islamic principles and 
avoiding interest payments; it seeks to achieve a just 
and equitable society. As Mirakhor suggests in the 
following brief extract, with their distinctive values 
Islamic financial schemes can reach out to groups 
excluded by conventional banks.

Let me conclude by mentioning a very important 
function of Islamic finance that is seldom noted: that 
is the ability of Islamic finance to provide the vehicle 
for financial and economic empowerment. Before I 
do so, let me recommend the works of the Peruvian 
economist Hernando de Soto. De Soto’s long-time 
research has been summarized in a recent book 
titled: “The Mystery of Capital”. His basic thesis is 
that much of the poor in developing countries are in 
possession of what he calls dead capital. He estimates 
that the developing and former communist countries 
possess US$9.3 trillion worth of dead capital. These 
are physical resources and capital that are not used 
for any purpose other than to provide physical 
service to their owners. He suggests that the ability 
of documenting and using this capital as a productive 
asset is what distinguishes the rich from the poor. 
How can Islamic finance help to empower financially 
those who are in possession of dead capital? Let me 
give some rudimentary examples:

Agricultural Development Bank of Iran through 
Mazarah partnerships with farmers helps them to 
convert their physical possession into assets that can 
generate additional capital. Also through the Islamic 
law of Arz Amwat Aiya of dead capital is converted 
into productive asset. A second example is that of the 
Housing Bank of Iran which through Musharakah 
and lease purchase agreements helps people without 
homes to own one. These homes can then be used to 
generate additional capital for the owners to undertake 
other productive activities. Similarly, Islamic finance 
can be used in other Muslim and developing countries 
to convert dead capital into income generating assets 
to financially and economically empower the poor.

R8.2	 Mirakhor, A. (2002) ‘Hopes for the  
future of Islamic Finance’, Lecture at 
the Institute of Islamic Banking,  
London

2) Mudarabah

Mudarabah is de fined as a business in which a 
person participates with his money and another with 
his efforts. Their proportionate shares in profit are 
determined by mutual agreement. The loss, if any, is 
borne by the owner of money only.

3) Unit trusts

Unlike Mudarabah certificates, which can not be re 
purchased by the company is suing those certificates, 
the Unit Trust Certificates can be sold and re purchased 
by the company is suing them. This product can be 
used by the Islamic Banks and financial in situations 
both for generation of de posits and in vestment of 
bank funds.

4) Participation term certificates

A participation term certificate (PTC) is a method 
whereby fund can be generated for a specified period 
on profit and loss sharing basis. An Islamic Bank may 
is sue registered fixed denominations for a fixed period 
on the basis of payment of a share of the bank’s profits 
to the PTC holders. A provisional rate of profit may be 
applied subject to a final determination at the time of 
declaration of annual profits by the bank.

5) Modes of financing

The modes of financing as permissible under Islamic 
financing system are:

a) Loans on a service charge which is the percentage 
of annual administrative expenditure to the aver 
age annual as sets of the banks.

b) Loans with out a service charge (Quarz- Hasana), 
i.e. some portion of Islamic bank’s fund can 
be used for realizing such social assistance as 
making interest-free loans to deserving persons 
from education, medical treatment or other noble 
objectives.

c) Bai-e-Muajjal or Murabaha is financing to purchase 
goods by banks and their sale to clients at mark-up 
prices on deferred payment basis.

d) Leasing and hire purchase (Ijara) is a contract 
allowing use of land, building, equipment or other 
fixed as sets for a specified period in exchange for 
payment in the form of rent.

e) Musharakah is a partnership between the bank 
and its clients under which bank provides capital 
finance as per terms agreed, with profits and losses 
shared in agreed ratios.
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Islamic microfinance has emerged from the same 
principles of Islamic financing that have been 
applied to trading, business and investing within 
Muslim communities. The Islamic principles of 
equal opportunity, entrepreneurship, risk sharing, 
charitable obligation and participation by the poor 
are supportive of microfinance principles. Doubts 
have been raised about the Islamic credentials 
of mainstream Islamic financial institutions and 
products. Similar questions have been raised as 
to whether Islamic Microfinance Institutions truly 
deserve the label. Microfinance clients should have 
access to Shari’a-compliant services, where such 
compliance is important to them. However, some 
institutions make what can only be termed cosmetic 
changes to their operations and products, such as 
changing the term ‘interest’ to ‘service charge’. This 
can be problematic, since the success or failure of 
a scheme is often dependent upon local resistance, 
which may be possibly laid to rest by ensuring that 
the products offered are in accordance with Islamic 
law. These issues are explored in the extract which 
follows, in which Sait and Lim contrast the differing 
recent experiences of microfinance in Afghanistan 
and Indonesia. 

The Afghanistan context

Afghanistan’s socio-political and economic profile 
is intriguing. In a country where an estimated 56% of 
the approximately 23 million Afghans live under the 
poverty line,2 the post-conflict economy is still largely 
opium driven,3 contingent on the security situation 
and based significantly on informal money transfers 
or hawala.4 Microfinance was prioritised at the outset 
by the international community – the Afghanistan 
Reconstruction Trust Fund (ARTF) – as one of the 
core ‘reconstruction’ projects. Since its initiation in 
2003, the Microfinance Investment and Support 
Facility Afghanistan (MISFA) grew to approximately 
USD 75 million with ambition for 200,000 clients.5 

2	  IMF, Islamic Republic of Afghanistan: Statistical Appendix No. 
6/114 (Washington, D.C.: IMF, 2006).

3	 See Goeldner, Karri A., Roles and Opportunities for Rural 
Credit Initiatives in Afghanistan’s Opium Economy (London: 
DfID, 2004).

4	 Munzele Maimbo, S., The Money Exchange Dealers of Kabul: 
A Study of the Hawala System in Afghanistan (Washington, 
D.C.: World Bank, 2003).

5	 Scanteam, Assessment, Afghanistan Reconstruction Trust 
Fund (ARTF) Final Report (Oslo: ARTF, 2005).

The urban poor, including squatters living on 
remote or unused land, as well as those living in 
rental arrangements in overcrowded inner-city slum 
tenements, tend to fall outside the net of the general 
finance industry. The development of appropriate 
financial instruments to meet the shelter needs of 
this latter population group is one of the greatest 
challenges facing housing microfinance. Initiatives 
for the purchase, construction of improvement of 
homes, for installing basic services or even to fund 
land-titling processes can also fit into the Islamic 
framework which supports private ownership. Lack 
of guarantees and/or collateral for large loans has 
held back housing microfinance, but as suggested 
in the next extract, the combination of the Islamic 
endowment (waqf) and an Islamic financial product, 
the mudaraba, may have the potential to overcome 
this difficulty.

The mudaraba product is one in which 
the investor bank contributes capital and the 
entrepreneur provides management, with the 
entrepreneur and investors splitting profits according 
to a contractual formula. Thus, the rabal-maal (the 
financier, such as a bank) exclusively provides 
the capital monies for a project, while the mudarib 
(client) provides know-how, labour or management 
expertise, and they agree together in advance how 
to divide the profits. The provider of the capital 
(the bank) carries all the risk of the loss of capital 
funds, although the other party risks the deprivation 
of a reward for time, effort and so on. 

In mudaraba the provider of the capital has no 
control over the project management, which 
makes this a preferred mode for banks. In addition 
to being used for individual business ventures a 
more complex version of the mudaraba is used 
for some Islamic investment funds. Some banks are 
also offering products which combine a cash waqf 
with the mudaraba principle, whereby the wealthy 
may deposit funds as an endowment with the bank, 
which manages the fund, while the depositor’s share 
of the profit is used for benevolent purposes. 

R8.3	 Sait S and Lim H. (2006) Land, Law 
and Islam, Zed Press, London

R8.4	 Sait S and Lim H. (2008) ‘Islamic  
Microfinance in Crisis Countries: The 
Unofficial Developmental Discourse’



207Module 8: Islamic microfinance

Islamic microfinance in Afghanistan

While Islamic Microfinance was not part of the 
official development discourse or general microfinance 
planning, realities on the ground forced a rethink. The 
potential high demand for small loans was accompanied 
by end-user skepticism over their compatibility with 
Islam. For example, Ariana Financial Services Group 
(AFSG), established by Mercycorps, narrated its hard 
work to convince people that its services were not un-
Islamic. Making a virtue out of necessity, a number of 
MFIs in Afghanistan have since packaged themselves 
as Islamic. The Danish MADRAC (Microfinance 
Agency for Development and Rehabilitation of Afghan 
Communities) in November 2006 launched new 
Islamic credit services for needy people in rural areas. 
The US-based FINCA International also announced 
that as of September, 2006 all FINCA Afghanistan 
credit products are Shari’a compliant. Likewise, the 
French-based Oxus Development Network (ODN) 
now provides loans following the principles of Islamic 
banking. 

While several MFIs such as MADRAC and FINCA 
explicitly identify the use of the Islamic Murabaha 
model, in general there is an assortment in what is 
offered as Islamic. One MFI, PARWAZ, has argued 
that interest is not impermissible under the complex 
Islamic finance laws, while others use alternative 
descriptions of interest or strive to distinguish interest 
from usury. Some use colour-coded forms for different 
types of loans which indicate the tariffs for services. 
The lending arrangement where loan fees are charged 
on the basis of profit-sharing or ‘cost plus mark-up’ 
instead of a fixed interest rate invariably also includes 
overheads and running costs (including staff salaries, 
operating expenses, taxes, borrowing costs). This 
requires effective risk management and sustainable 
approaches.10 However, Grace and Al-ZamZami,11 in 
their report on microfinance in Yemen, are forthright 
in their assessment that the extent to which a 
microfinance product is altered to be Islamic depends 
on “how strongly these beliefs regarding interest are 
held.”

10	 Some analysts argue that fee for services based on profit-
sharing calculations would be higher than the interest rate, 
particularly in unstable or conflict societies. 

11	 Grace,L. and A. Al-ZamZami, Islamic Banking Principles 
Applied to Microfinance Case Study: Hodeidah Microfinance 
Program, Yemen (Geneva:UNCDF, 2002).

MISFA has several objectives which are common 
to microfinance sectors elsewhere, such as providing 
affordable financial services to poor people and 
integrating the financial sector. In addition, there are 
other objectives considered vital by the international 
community for Afghanistan. These include weaning 
away unemployed persons from participation in 
the conflict by providing opportunities6, increasing 
women’s participation in the economy and creating 
alternative livelihoods in poppy-growing provinces.7 
Consider the gender focus of MISFA - 74% of the 
microfinance clients are women and over two thirds 
of those employed by sector are women. Thus, 
Afghanistan’s microfinance project is not merely about 
general poverty alleviation or sustainability, but also a 
targeted political and developmental endeavour. 

Though the microfinance services in Afghanistan 
were to be “flexible and tailored to local priorities,” 
despite the Islamic Republic of Afghanistan’s 
overwhelmingly traditional and conservative Muslim 
profile, no conscious engagement with Islamic 
principles was intended. Of the four countries that 
contributed to the 24 member ARTF, only Saudi 
Arabia was a significant Muslim donor. Islamic 
transplantation could have materialised when the 
management committee of ARTF8 (administered by 
the World Bank) included the Islamic Development 
Bank, which promotes and contributes to economic 
and social development in accordance with the 
principles of Islamic Law, but it does not appear 
to have done so; rather, the modernization of post-
Taliban Afghanistan was conceptualised through 
secularist approaches. Until recently, there was little 
evidence of interest in Islamic microfinance by the 
dozen odd Afghan MFIs. For example, the 2006 mid-
term review of the microfinance sector and MISFA 
in Afghanistan only tangentially addresses Islamic 
microfinance.9

6	  See Malika Anand and Samer Badawi (2007) Can microfinance 
heal wounds of war?  http://www.middle-east-online.com/
english/opinion/?id=18774

7	 Gender was identified as one of the three cross-cutting 
themes in the 2002 National Development Framework (NDF) 
2002. The others are Governance, Financial Management and 
Administrative Reform and Human Rights, Security and Rule of 
Law. 

8	 Others members of the ARTF Management Committee are 
Asian Development Bank (ADB), UNDP and the World Bank. 

9	  Nagarajan, G., Knight, H., and Chandani, T., Mid-Term Review 
of the Microfinance Sector and MISFA in Afghanistan (Kabul: 
Govt of Afghanistan and MISFA, 2006).
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Yet, in the case of Afghanistan, microfinance was 
to a larger extent ‘introduced,’ and despite the relative 
autonomy of MFI had to be, curiously, ratified in its 
particular manifestations by the external partners. 
Third, the existence of credit institutions, including 
Islamic ones – Baitul Quiradh (Bank Perkreditan 
Rakyat Shariyah) – meant that the focus was not on 
initiation but rather consolidation (or rectification), 
regulation and capacity building. The State and 
the Central Bank as well as the MFIs being better 
established entities13 were able to negotiate more 
effectively with international players and draw in the 
support of the Asian Development Bank in a relatively 
more systematic way, focused on sustainability, 
capacity building, and lobby for a viable and workable 
framework.14

In devising the appropriate Islamic microfinance 
models for Aceh, the various stakeholders have 
been aware of the region’s distinctive concepts and 
terminologies. It was agreed that the principles of 
shari’a would govern Islamic microfinance in their 
legal and social framework.15 Moreover, Indonesian 
legal pluralism16 and autonomy for local determination 
of Islamic legal principles generated prospects for 
innovative and sustainable approaches.17 Therefore, 
particularly with respect to Islamic cooperatives, the 
changes have come from within – with the external 
actors being arrayed as supporters.18 This participative 
process of determining Islamic principles as applicable 
to microfinance in their particular context is in contrast 
to the Afghanistan experience where the designing 
have been largely externally mediated, though the 
MFIs have been localised in operations. Another vital 
difference is the direct role of commercial banking 
in Indonesia, unlike the Afghan experience. This 
could be critical for sustainability of microfinance 
institutions when international support runs out.

13	 See Lapenu, Cécile, The Role Of The State In Promoting 
Microfinance Institutions Paper No. 89 (Washington, D.C.: 
International Food Policy Research Institute, 2000).

14	 The German Agency GTZ exceptionally undertook the laborious 
process of establishing partnerships between the Bank of 
Indonesia, reconstruction agencies, Islamic institutions and 
civil society while identifying pilots, strengthening structures 
and elaborating methodologies.

15	 Seibel, Hans Dieter, Reconstruction and Development of the 
Microfinance System in Nanggroe Aceh Darussalam (NAD), 
Indonesia (Cologne: GTZ, 2005).

16	  See Sait & Lim, supra note 6.
17	 See Bowen, John, Islam, Law and Equality in Indonesia 

(Cambridge: Cambridge University Press, 2003).
18	 Utama, Iman Budi, Baitul Qiradh: Reconstructing Islamic 

Cooperatives in Aceh, Indonesia (Jakarta: GTZ, 2005).

Therefore, where these beliefs are not as pervasive, 
institutions may make cosmetic changes to their 
operations and products, such as changing the term 
‘interest’ to ‘service charge.’ In other cases where 
these beliefs are fundamental and widespread, more 
extensive adaptations have had to take place, which 
affect the core of an institution’s systems, operations 
and beliefs.

The expansion of microfinance in Afghanistan, 
Islamic microfinance in particular, is remarkable 
since it neither possesses a systematic Islamic banking 
infrastructure nor an established civil society. What 
is worrying though is that, given the post-Taliban 
environment, the religious sector has been largely 
excluded at the same time as there is ad hoc growth 
of microfinance sporting the Islamic label raising 
questions over the integrity, transparency and accuracy 
of the information for a largely illiterate population 
- as well as its long-term sustainability. Neither 
MISFA nor the Central Bank of Afghanistan has 
addressed the need for concrete guidelines in a sector 
avoiding self-regulation. Islamic microfinance models 
in Afghanistan are being largely developed by its 
nascent civil society with individual MFIs - overtly or 
discreetly -in consultation with international donors, 
who are invariably Western partners. Therefore, the 
MFIs face the challenge of systematically developing 
innovative, pro-poor and gendered Islamic tools 
that could assist the implementation of development 
policies in Afghanistan almost on their own, with a 
little help from their international ‘secular’ partners 
rather than a coordinated indigenous expert support. 

Afghanistan and Indonesia

The development of Islamic microfinance in 
Afghanistan can be usefully explored further by 
drawing a contrast with Indonesia after the tsunami 
of December 2004.12 First, there was no single 
coordinating microfinance agency in Indonesia 
like the MISFA in Afghanistan and microfinance 
initiatives were slower to start following the 
emergency relief efforts. Second, within Indonesia 
debates over the nature of Islamic financial services 
were already underway as, for example, between the 
influential Indonesian Nahdlatul Ulama (NU) and 
Muhammadiyah over the permissibility of interest. 

12	 Seibel, Hans Dieter, Reconstruction and Development of the 
Microfinance System in Nanggroe Aceh Darussalam (NAD), 
Indonesia (Cologne: GTZ, 2005).
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Both Afghanistan and Indonesia face opportunities 
for strengthening Islamic microfinance protocols - 
where the roles of stakeholders are generally fluid, 
negotiable and overlapping. The dynamics of creating 
an inclusive microfinance industry in post-conflict or 
post-disaster societies present particular challenges 
but they also offer stark choices not unlike in other 
‘normal’ situations.19 The alternatives include 
pragmatic responses which are shari’a conversant or 
justifiable,20 on the one hand, and those rigorously 
conjured through Islamic jurisprudential enquiry as 
being shari’a-compatible.21 Equally, there are attempts 
at adaptation and fusion of conventional and Islamic 
microfinance. Whether Islamic microfinance is being 
designed by the believer, agnostic or secular for faith, 
development or empowerment, legal methodologies 
matter as much as politics and economics. How can 
Islamic microfinance be gendered, made affordable 
and upscaled while upholding the fundamental 
Islamic principles? It appears that the approaches 
adopted in Afghanistan have not fully and holistically 
addressed this challenge. 

19	 Manalo, Marilyn S., Microfinance Institutions’ Response in 
Conflict Environments - Africa Region Working Paper Series 
No. 54 (Washington, D.C.: World Bank, 2003); Nagarajan, 
G., Microfinance in Post-Conflict Situations: Towards Guiding 
Principles for Action (Geneva: ILO, 1999).

20	 Anwar, Muhammed, Islamicity of Banking and Modes of 
Islamic Banking, 2003 arab law quarterly at 62-80.

21	 See Alirani, Kais, Islamic Micro-finance - Yemen Experience 
(First Annual Conference of SANABEL, Micro-finance Network 
of Arab Countries, 2003).
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Annex 1.  
Glossary of Islamic and Arabic terms

A quick reference guide to Islamic and Arabic terms used in the Islamic training package. For a fuller list and 
discussion on Islamic terminology, see Sait & Lim, Land, Law & Islam (London: Zed/UN-HABITAT)

Term Variations Meaning

Adl `adālah justice, one of the fundamental concepts in the Qur’an

akhira akhirat the eternal life after death with God

amana Qur’anic  principle of trust, land and resources are owned by God and human 
beings exercise in trust

ard land

asaba deceased’s closest surviving male agnate, the deceased’s father, 
brothers, uncles, cousins or more distant male relative

bashari human, for example human endeavour or interpretation, as well as State 
preferences that determine how contemporary society actualises the Shari’a

bay sale  (see different types of sale)

bayt-al-mal the State treasury for welfare, also the means for managing zakat funds

darura necessity and need, supplementary principle in the methodology of Islamic 
law (usul al fiqh)

dhimmi ‘protected’ or ‘covenanted’ people, non-Muslim subjects, specifically 
Christians and Jews.  

duniya worldly life in the here and now on earth

Emir land Sultanic land, often used synonomously with State land (miri)

falah Felicity and equitable success, in the way of God.

fard plural faraid an act considered to be obligatory under Islamic law,  also the duty to act

fasad injustice

fatwa plural fatawa Formal advice from a competent authority (mufti) on a point of Islamic law 
or dogma.  It is given in response to a question.

fiqh Islamic jurisprudence, practical rules of Shari’a derived from the detailed 
evidence in the textual sources. Fiqh is thus the end product of usul al-fiqh.

fuqaha jurists or those well versed in fiqh

gharar uncertainty, risk or speculation

ghasb		  wrongful appropriation of property by force

hadith plural ahadith Narratives, the sacred tradition, recorded actions and sayings of the 
Prophet

hajj annual Muslim pilgrimage to Makkah and Medina, one of the five pillars of 
Islam, incumbent on every Muslim once in a lifetime to those who can make 
it

halal permitted, lawful

Hanafi name of a Sunni school of law, associated with the early religious leader 
(Imam) Abu Hanifa (d. 767)

Hanbali name of a Sunni school of law, associated with the early religious leader 
(Imam) Ahmad ibn Hanbal (d. 855)

haqq truth or rights, used in the Qur’an 227 times, sometimes referred to as rights 
of God, thereby creating obligations for human beings

haram forbidden, unlawful under Islamic law or religion
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hawala informal system of banking and debt transfer

hiba lifetime transfer or gift, in Islamic law a contract without consideration

hijab Muslim veil worn by women

hikrs long leases with advance lump sums

hima special reserves, for example, those established by the state for use as 
conservation zones

hisbah an Islamic institution or ombudsman for enforcement of public interests or 
vigilance powers.  

hujja document recording the contract of sale and the deed of ownership 
(DIFFERENT HUJJAS)

ibadat matters of worship and practice of  religion

ihya’ al-Mawat reclamation or the revival of dead (mewat/mawat) land, creates a right of 
ownership with the claimant being given a tapu (grant or document)

ijara lease in commercial or financing context, land may also be leased for its 
usufruct by the State for its reclamation and development

ijma consensus of opinion, one of the four main sources of Islamic law (Shari’a) 
but supplementary to the Qur’an andSunna

ijtihad personal reasoning or interpretation, a tool of Islamic jurisprudence;  opposite 
of taqlid (following traditions scrupulously)

Imaan	 faith in God

Imam religious leader	 Imama/imamate	 Islamic ideal theory of the caliphate or  
leadership, particularly Shi’a, where the Imam has extensive powers and the 
final                                                                             word on religion

iqta iqta tamlik grants of land by the State, historically land given to Ottoman soldiers in lieu 
of regular wage, which by itself did not create juridical or hereditary rights.  
Could also be a grant for other purposes, for example land reclamation or 
development

Islah                 	 Reform

Islam from Arabic word s-l-m, which refers to peace and submission, the religion 
of 1.2 billion Muslims worldwide

istihsan juristic preference to achieve equity and avoid a harsh result, a legal method 
particularly associated with the Hanafi school of law

jizya a poll tax paid by non-Muslims in classical times, originates from the Arabic 
word ‘compensate’ in the context of higher taxes being paid by non-Muslims 
in lieu of their exemption from other obligations, used synonomously with 
kharaj

kadi khadi, qadi judge in an Islamic court

kanun qanun decree to supplement Islamic law (Shari’a)

Khalifa Caliph successor, vicegerent; caliph Stewardship, an Islamic political concept 
indicating leadership on behalf of the Muslim community (Umma)

kharaj land under state control upon which a tax is paid by those in possession, it 
describes both the land itself and the tax    

khoms general obligation for a charitable payment on all gains  from trade or other 
economic activities for Shi’a Muslims

khula a judicial divorce, granted through a decree

‘ma water, water rights are widely discussed in the Qur’an and the documented 
sayings of the Prophet

maddhab (plural maddahib), a school of legal thought with distinctive elements to 
its  methodology, associated with a particular religious leader (Imam) of the 
classical period  

mal Wealth, money, property; any valuable thing which can be possessed.

Maliki name of a Sunni school of law
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maqaside sharia Maqasidal Sharia hierarchy of legal aims or  objectives of Islamic law, also the title of an 
influential book by Al-Ghazzali (1058-1111)

maruf good or acceptable behaviour that is to be encouraged by other Muslims

Maslaha

maslaha marsala Islamic public interest principle, literally means benefit or interest in Islamic 
jurisprudence and is often perceived as overriding public interest,

matruk metruke public land for general use such as pastures for the use of particular towns 
and villages, markets, parks and places to pray

mehlul mahlul land left uncultivated, State land (miri) under the Ottoman Land Code 1858 if 
left uncultivated for three years could be taken back by the State,  depriving 
the owner of possession

mahr mehr the payment of money from the husband to the wife at the time of marriage, 
known as dower

mewat mawat dead or empty land, which can be reclaimed or revived (ihya’al mawat)

microtakaful Islamic micro-insurance, based on mutual responsibility and mutual 
guarantee

mirath	 the Islamic law of succession

mu’amalat sphere of Islamic law governing human or social relationships such as most 
property rights, as distinct from ibadat, matters relating to worship

mudaraba limited partnership, trust financing

mufti theologian who is competent to issue an advisory Islamic legal opinion (fatwa) 
in response to a specific question

muhtasib one who is appointed to implement hisbah, must be experienced, honest, 
knowledgeable in his profession, pious in his dealings, and of good standing 
in the community

mujtahid, plural 
mujtahidun

a person who practises independent reasoning (ijtihad)

mujtahidat woman practising Islamic reasoning (ijtihad)

mulk	 milk land in full ownership

munkar unacceptable behaviour or wrongful, that which other Muslims have a duty to 
stop, in contrast to maruf, good conduct to be encouraged

murabaha purchase and resale agreement, mark-up/cost plus sale

musha’ communal land, also a term deployed by colonial officials during Mandate 
rule in the Middle East to describe a system by which most of a village’s 
arable land was held in common and in shares which were periodically 
redistributed

musharaka	 partnership, joint venture

mutawalli the administrator, manager or superintendent of endowment (waqf) property, 
equivalent to nazir in South Asia

muzara’a agricultural contract, a form of sharecropping in which the landowner provides 
both land and seed for the crop, the worker provides the labour  

nushuz 	 disobedience in marriage

qard hasana Interest  free loan

qiwama the concept of male guardianship, in respect of Qura’an 4:34:   ‘men are 
qawwamuna ‘ala women.”  

qiyas reasoning, deduction by analogy, a source of Islamic law (Shari’a)

(Holy) Qur’an Koran the Holy Qu’ran, the revelation of God, the sourcebook of Islamic values and 
the primary source of Islamic law (Shari’a)

raqaba full property ownership, often in the context of private individual land (milk/
mulk)  
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riba 	 usury, the Islamic prohibition of interest

sadaqa religiously inspired voluntary alms giving or discretionary charitable donation, 
not necessarily monetary in nature

sadaqa jaaria continuous charity, as in an endowment 

salah Salat, namaaz prayer or worship performed five times a day by Muslims

Shafi name of a Sunni school of law, associated with the early religious leader 
Muhammed al-Shafii (d. 820)

Shari’a		 Syariah, Shariat Islamic law

Shi’a minority branch of the Muslim community which claims that the Prophet 
named Ali, his nephew and son-in law, as his successor

shura concept of consultation discussed in the Qur’an, relevant in the context of 
democracy in Islam

shuf’a preemption, a barrier upon the free disposal of land and the means by which 
a co-inheritor, or in some cases a neighbor, may use a privileged option to 
purchase land when it is for sale

sukuk Similar characteristics to that of a conventional bond with the difference 
being that they are asset backed, a sukuk represents proportionate beneficial 
ownership in the underlying asset. The asset will be leased to the client to 
yield the return on the sukuk.

sulah conciliation, an Islamic dispute resolution technique which requires 
compromise between two parties.

Sunni the largest group within the Muslim community, who believe that the Prophet 
died in 632 AD without choosing any successor

Sunna tradition, deeds, utterances and tacit approvals of the Prophet, the second 
source of Islamic law (Shari’a)

tahkim arbitration, an Islamic dispute resolution technique which involves a mutually 
acceptable arbitrator

takaful mutual responsibility, mutual guarantee, Islamic insurance

takhayyur Islamic legal method of selection amongst competing legal principles                                                                                 

talaq husband’s unlimited right to divorce his wife

talfiq the legal method of ‘patchwork’,                                                                                  combining 
approaches or principles from different Islamic schools of law                                                            

tanazul a customary practice by which a person, typically a woman, renounces her 
inheritance rights

tapu Tabu, tabo an Ottoman land title registration office or document, still referred to as such 
for example in Palestinian territories and Israel. Also a title deed granting 
usufruct rights in State land (miri)

tawhid Islamic doctrine of unity in God

tawarruq Reverse murabahah. As used in personal financing, a customer with a 
genuine need buys something on credit from the bank on a deferred payment 
basis and then immediately resells it for cash to a third party. In this way, the 
customer can obtain cash without taking an interest-based loan

ulama Ulema, ilmiye 
(singular alim). 
Slang. mulla

religious sector in Turkey, corresponds to ulema  

umma universal Muslim community, which defies national boundaries

‘urf ‘urf wa adah custom and usage, a general or local model of behaviour, social understanding, 
or mode of expression, that is generally accepted by the population and does 
not contract a definitive rule of Islamic law (Shari’a)
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ushr land on which a tithe is paid, belonging to a Muslim at the time of his 
conversion or distributed to a Muslim soldier as his share of the spoils of war, 
describes both the land itself and the tithe.  It is an obligatory charge on farm 
produce ranging from one-tenth to one-twentieth of the produce.  A lower 
rate than kharaj paid by non-Muslims.

usul al-Fiqh methodology applied to the Qur’an and Sunna to deduce the rules of fiqh, or 
substantive law	

wali guardian, also a local governor in Ottoman times   

waqf, plural wqaf; vaqf, 
Persian,plural 
auqaf; wakf, 
wakaf, habus, 
habous

general term for charitable endowment

waqf ahli waqf al aulad, 
waqf dhurri

a family endowment

waqf gayri sahih State endowment, created either because it was established from the State 
treasury (bait al-mal) or because the endowment was taken into state 
control

  waqf khairi Waqf /khayri a charitable endowment, which involves the ‘permanent’ dedication of the 
property for charitable purposes

waqf mushtarak a quasi-public endowment  which primarily provides for particular individuals 
or a class of individuals including the founder’s family, but also serves certain 
outside public interests, such as a mosque which is convenient for, but not 
exclusive to, family members  

waqif the founder of an endowment

wasta mediation, an Islamic dispute resolution technique whereby one or more 
persons intervene in a dispute either of their own initiative or at the request 
of one of the parties

wasaya wasiyya an Islamic will

zakat general charitable payment, levied on property such as gold, silver, 
merchandise and income producing animals, as well as land, required of all 
Muslims to purify both themselves and their wealth

zulm oppression
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610-632 Age of Prophet Muhammad (PBUH). The Qur’an is revealed, the practice of the Prophet.

632-666 Age of the Rightly-Guided Caliphs – Abu Bakr, Umar, Uthman and Ali

661-935 Ummayad Calphate

750-935 Abbasid Caliphate , including Harun al-Rashid 

Bayt al-Hikma (House of Wisdom) is established in Baghdad. 

800s Written collections of Hadith (sayings of the Prophet) are compiled. Sicily comes under Muslim rule.

910 Establishment of the Shi’a Fatimid caliphate in North Africa

900s Islam comes to West Africa 

940 Muhammad al-Mahdi, the twelfth imam, disappears. Twelvers still await the future return of the “Hidden 
Imam.”

984-1289 Seljuks and Fatimids rule

929 The rise of the Hamdanids in Syria and Iraq. Great patrons of scholars, poets, philosophers, and historians. 
Emir of al-Andalus, Abd al-Rahman III, proclaims himself Khalifa, breaking ties with Syrian and Egyptian 
Caliphates.

983 Al-Azhar University, a center for religious and academic learning, is established in Cairo. It is also known 
as the oldest university in the world.

1058-1111 Al-Ghazzali, who wrote the treatise Maqasid e Sharia, hierarchy of legal aims or  objectives of Islamic 
law

1100s-1200s Sufi orders (turuq) are founded. 

1126-98 Life of Averroës, Muslim philosopher from Cordoba who sought to integrate Islam with Greek thought.

1171- 1250 Ayyubids dynasty. Salah ad-Din unifies Egypt and Syria and establishes the Abbuyid Dynasty.

1221 Genghis Khan and the Mongols enter Persia

1228 The Almohad rulers of Tunisia establish the Hafsid dynasty.

1281-1918 Ottoman or Uthmani, Muslim dynasty 

1250-1517 The Mamluks, slave-soldiers, rise to power in Egypt

1332-1395 Muslim writer Ibn Khaldun, who wrote Muqaddimah

1369
The Turkic-Mongol, Tamburlaine, becomes the ruler of the Changatai Khanate. He conquers parts of the 
Middle East and Central Asia.

1382
Kitab al-Kharaj (The Book of Land Tax), Abu Yusuf’s wide ranging treatise on the Islamic theory of taxation 
(Cairo, 1382)

1453
Mehmet Fatih (rules 1451-81) conquers Constantinople. The two halves of the Ottoman Empire are united 
and the sultan becomes Byzantine emperor.

1492 The last Muslim kingdom in Spain, the Kingdom of Granada, is conquered by Ferdinand and Isabella.

1501-1722 Safavid dynasty

1520-66 Reign of Suleyman the Magnificent; Ottoman Empire reaches its zenith. Hungary and coastlands of Algeria 
and Tunisia come under Ottoman rule.

1534-1634 Kuyud-u Hakani Ottoman period land information records (particularly between) containing all land-
related information

1600-1700 Venetians, Habsburgs, and Russians divide European Ottoman lands between them.

1670: Futawa Alumgeeree legal compilation during the reign of  Mughal Indian emperor Aurangzeb by eminent 
lawyers of the time (about 1670) and was translated by Neil Baillie (1850)

Annex 2.  
Islamic historical timeline

Some key political, social and economic dates
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1634 -1847 Temessuk Belgeleri, Title Deed Records, the name for the Kuyud-u Hakani registration books

1779 Afghans ousted by Qajar dynasty, which rules Persia until 1925.

1700s Muhammad Abd al-Wahhab rejects Sufism and all innovation (bid’a). Founds what becomes the Saudi 
Arabian kingdom.

1807-76 Tanzimat period. Ottoman Empire undergoes extensive program of modernization in government, law, 
and medicine.

1813 Ottoman Iltizam feudal land system abolished

1858 Last Mughal in India is deposed and India comes under British rule.

1858 Ottoman Land Code 1858

1882-1952 British Occupation of Egypt

1876 Majalla, the Ottoman Civil Code based on Islamic law (Shari’a), which dealt specifically with mulk land.

1878 Congress of Berlin recognizes independence of Balkan states previously under Muslim rule.

1870. Hedaya, the classical compendium of Hanafi law translated into English.  

1912 Founding of Islamic Union (Sareket Islam), a modernizing movement in SE Asia.

1914 Minhaj	 source of Shafi law translated into English

1918 Fall of Ottoman Empire. League of Nations grants Britain mandatory status over Palestine and Iraq, and 
France over Lebanon and Syria.

1920-21 In Palestine, Mahlul Lands Ordinance of 1920, under which anyone in possession of uncultivated land was 
obliged to inform the state; and Mewat Lands Ordinance in Palestine of 1921,

1923 Republic of Turkey established. Mustafa Kemal (Ataturk) is first president

1928 Ikhwan al-Muslimun (Muslim Brothers) founded in Egypt.

1930 Lebanese Land Law

1941 Jamaat-i Islami in Lahore, India.

1945 Indonesia becomes independent republic.

1945 Arab League formed

1945-2009 Islam spreads to the West with mass migrations from Asia, Africa, and India.

1947 Pakistan founded as an Islamic nation. Islam becomes a minority religion in India.

1949 Egyptian Civil Code 

Syrian Civil Code

1950s, 1960s. Egyptian Nasser’s agrarian reforms

1953 Iraqi Civil Code 

1957 Independent Malayan state established with Islam as the official religion but guaranteed tolerance.

1958 Syrian land reforms

1962-71 The land reforms of the White Revolution. Bureaucratic control extends into villages and discontent with 
the shah rises among Iranians.

1967 mujadad  pioneering land registration document created by the Jordanians in the West Bank as part of its 
land reform abandoned

1969 Organisation of Islamic Conference formed at Rabat

1971 Bangladesh achieves independence

1974 Bangladesh  Muslim Marriages and Divorces Act 

1976 Jordanian Civil Code

1979 Iran becomes Islamic Republic

1981 UIDHR adopted by the Islamic Council of Europe

1984 Algerian Family Code

1990 Cairo Declaration on Human Rights in Islam adopted by the OIC

1990 Kenya  recognises Islamic succession

1992 Egyptian land laws overturn Nasser’s reforms

2000 Egypt Personal Status (Amendment) Law

2004 Amended Arab Charter on Human Rights
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Annex 3.  
Selected Hadith on land, property,  
and housing

Translation of Sahih Bukhari by M. Muhsin 
Khan (undated) 

Sahih Bukhari is a collection of sayings and deeds 
of Prophet Muhammad (PBUH), also known as the 
sunna. The reports of the Prophet’s sayings and deeds 
are called ahadith. Bukhari lived a couple of centuries 
after the Prophet’s death and worked hard to collect his 
ahadith. Each report in his collection was checked for 
compatibility with the Qur’an, and the veracity of the 
chain of reporters had to be painstakingly established. 
Bukhari’s collection is not complete, there are other 
scholars who worked as Bukhari did and collected other 
authentic reports. This is only a limited list of hadith 
which number thousands.

Property rights

Ibn ̀ Umar (May Allah be pleased with them) reported: 
We were talking about the Farewell Pilgrimage without 
knowing what was it when Messenger of Allah (PBUH) 
was also present. He (PBUH) said…..Listen, Allah has 
made your blood, and your properties as inviolable as of 
this day of yours (i.e., the Day of Sacrifice), in this city of 
yours (i.e., Makkah), in this month of yours (i.e., Dhul 
-Hijjah). Listen, have I conveyed Allah’s Message to 
you?’’ The people replied in affirmative. There upon he 
said, “O Allah, bear witness.’’ And he repeated it thrice. 
(Bukhari). Abū Hurairah said When the Messenger 
of Allāh, peace and blessings of Allāh be on him, died 
and Abū Bakr became (his successor), and those of the 
Arabs who would disbelieve disbelieved, ‘Umar said, 
How dost thou fight people (who profess Islām), and 
the Messenger of Allāh, peace and blessings of Allāh 
be on him, said “I have been commanded to continue 
fighting against people until they say, There is no god 
but Allāh8; whoever says this will have his property and 
his life safe unless there is a due against him and his 
reckoning is with Allāh.” (Abū Bakr) said, By Allāh! I 
shall fight those who make a difference between prayer 
and zakāt, for zakāt is a tax on property; By Allāh! if 
they withhold from me even a she-kid which they used 
to make over to the Messenger of Allāh, peace and 
blessings of Allāh be on him, shall fight against them 
for their withholding it. ‘Umar said, By Allāh! Allāh 
opened the heart of Abū Bakr (to receive the truth), 
so I knew that it was true. (Bukhari 24:1.)Ibn ‘Umar 

reported, ‘Umar ibn al-Khattāb got land in Khaibar; so 
he came to the Prophet, peace and blessings of Allāh be 
on him, to consult him about it. He said, O Messenger 
of Allāh! I have got land in Khaibar than which I have 
never obtained more valuable property; what dost 
thou advise about it? He said: “If thou likest, make the 
property itself to remain inalienable, and give (the profit 
from) it in charity.” So ‘Umar made it a charity on the 
condition that it shall not be sold, nor given away as a 
gift, nor inherited, and made it a charity among the 
needy and the relatives and to set free slaves and in 
the way of Allāh and for the travellers and to entertain 
guests, there being no blame on him who managed it if 
he ate out of it and made (others) eat, not accumulating 
wealth thereby. (Bukhari 54:19.)

Land

’Ā’ishah reported, The Prophet, peace and blessings 
of Allāh be on him, said: “Whoever cultivates land 
which is not the property of any one has a better title 
to it.” (Bukari 41:15.)Abū Ja’far said, There was not in 
Madīnah any house of the emigrants but they cultivated 
(land) on one-third and one-fourth (of the produce) 
.... And ‘Umar employed people (for cultivation) on 
condition that if ‘Umar supplied the seed from his 
pocket, he should have one-half (of the produce), and if 
they supplied the seed, they should have such and such 
a portion. (Bukari 41:8.)

Ibn ‘Umar reported, The Messenger of Allāh, peace 
and blessings of Allāh be on him, granted (the lands 
of) Khaibar to the Jews on condition that they worked 
thereon and cultivated them and they should have half 
of the produce. (Bukhari 41:11)

Ibn ‘Umar said, The Prophet, peace and blessings of 
Allāh be on him, said: Whoever takes any part of land 
without having a right to it, he shall be, as a punishment 
for it, sunk down into earth on the day of resurrection 
to the depth of seven earths.” (Bukhari 46:13.)



220 Land, property and housing rights in the Muslim world

Contracts, debt

Hakīm ibn Hizām said, The Messenger of Allāh, peace 
and blessings of Allāh be on him, said: “The buyer and 
the seller have the option (of canceling the contract) as 
long as they have not separated, then if they both speak 
the truth and make manifest, their transaction shall be 
blessed, and if they conceal and tell lies, the blessing of 
their transaction shall be obliterated.” (Bukhari 34:19.)

Sa’īd ibn al-Musayyib said, ‘Uthmān decided that 
whoever takes his due before a man becomes insolvent, 
it is his, and whoever recognises his property itself with 
an insolvent has a greater right to it. (Bukhari 43:14.)

Abū Hurairah said, The Messenger of Allāh, peace 
and blessings of Allāh be on him, said: “Delaying the 
payment of debt by a well-to-do person is injustice.” 
(Bukhari 43:12.)

The Prophet, peace and blessings of Allāh be on him, 
is reported to have said: “Deferring payment by one 
who has the means to pay legalizes his punishment and 
his honour.” (Bukhari 43:11)

Narrated Jabir bin ‘Abdullah: Allah’s Apostle said, 
“May Allah’s mercy be on him who is lenient in his 
buying, selling, and in demanding back his money.” 
(Bukhari 34:290) 

Stealing, breach of trust – a crime

Àbdullah bin Àmr bin Al- às (May Allah be pleased 
with them) reported: A man named Kirkirah, who 
was in charge of the personal effects of Messenger of 
Allah (PBUH) passed away and the Prophet (PBUH) 
said, “He is in the (Hell) Fire.’’ Some people went to 
his house looking for its cause and found there a cloak 
that he had stolen. [Bukhari] Khaulah bint `Thamir 
(May Allah be pleased with her) reported: Messenger 
of Allah (PBUH) said, “Many people misappropriate 
(acquire wrongfully) Allah’s Property. These people will 
be cast in Hell on the Day of Resurrection”.(Bukhari).
WILLS AND 

Inheritance 

Ibn ‘Umar reported, The Messenger of Allāh, peace 
and blessings of Allāh be on him, said: “It is not right 
for a Muslim who has property regarding which he 
must make a will that he should sleep for two nights 
(consecutively) but that his will should be written down 
with him. (Bukhari 55:1.)

Sa’d ibn Abī Waqqās said, The Messenger of Allāh, 
peace and blessings of Allāh be on him, used to visit me 
at Makkah, in the year of the Farewell pilgrimage, on 
account of (my) illness which had become very severe. 
So I said, My illness has become very severe and I have 
much property and there is none to inherit from me 
but a daughter, shall I then bequeath two-thirds of my 
property as a charity? He said, “No”. I said, Half? He 
said, “No”. Then he said: “Bequeath one-third and one-
third is much, for if thou leavest thy heirs free from 
want, it is better than that thou leavest them in want, 
begging of (other) people; and thou dost not spend 
anything seeking thereby the pleasure of Allāh but thou 
art rewarded for it, even for that which thou puttest 
into the mouth of thy wife.” (Bukari 23:36.)

Anas reported, The Messenger of Allāh, peace and 
blessings of Allāh be on him, said to Abū Talhah: “Give 
it to the needy from among thy near relatives.” So he 
gave it to Hassān and Ubaiyy ibn Ka’b, . ...and they 
were nearer to him than my self. (Bukhari 55:10.)

It is mentioned that the Prophet, peace and blessings 
of Allāh be on him, ordered the debt to be paid before 
the execution of the will (Bukhari 55:9.)

Ibn ‘Abbās reported, The Prophet, peace and blessings 
of Allāh be on him, said: “Give the appointed portions 
to those entitled to them. Then whatever remains is for 
the nearest male.” (Bukhari 85:4.)

Zaid said, The children of a son take the place of a 
son, when there Is no son besides them; their males are 
like their males and their females like their females; 
they inherit as they inherit and they preclude (other 
relatives) as they preclude; and the son of a son does not 
inherit with the son. (Bukhari 85:6.)

Charity (sadaqa, zakat)

Abū Mūsā reported, The Prophet, peace and blessings 
of Allāh be on him, said: “Sadaqah is incumbent on 
every Muslim.” They (his companions) said, O Prophet 
of Allāh! And (what about him) who has not got 
(anything to give)? He said: “He should work with his 
hand and profit himself and give in charity.” They said, 
If he has nothing (in spite of this). He said: “He should 
help the distressed one who is in need.” They said, If he 
is unable to do this. He said: “He should do good deeds 
and refrain from doing evil--this is charity on his part 
“ (Bukhari 24:31.)

Abū Hurairah reported, The Prophet, peace and 
blessings of Allāh be on him, said: “Removal from 
the way of that which is harmful is charity.” (Bukhari 
46:24.)
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Abū Hurairah said, The Prophet, peace and blessings 
of Allāh be on him, said: “The man who exerts himself 
on behalf of the widow and the poor one is like the one 
who struggles in the way of Allāh, or the one who keeps 
awake in the night (for prayers) and fasts during the 
day.” (Bukhari 69:1.)

Abū Hurairah said on the authority of the Prophet, 
peace and blessings of Allāh be on him, (who said): 
“There is a man who gives a charity and he conceals it 
so much so that his left hand does not know what his 
right hand spends.” (Bukhari 24:11)

Ibn ‘Abbās reported, The Prophet, peace and blessings 
of Allāh be on him, sent Mu’ādh to Yaman and said: 
“Invite them to bear witness that there is no god but 
Allāh and that I am the Messenger of Allāh; if they 
accept this, tell them that Allāh has made obligatory 
on them five prayers in every day and night; if they 
accept this, tell them that Allāh has made obligatory in 
their wealth a charity which is taken from the wealthy 
among them and given to the poor among them.” 
(Bukhari 24:1)

Abū Sa’īd said, The Prophet, peace and blessings of 
Allāh be on him, said: “There is no zakāt in what is less 
than five auqiyah (of silver), nor is there any zakāt in the 
case of less than five camels, nor is there any zakāt in 
what is less than five wasaq.” (Bukhari 24:4.)

Women

Anas said, The Prophet, peace and blessings of Allāh 
be on him, saw women and children coming from a 
wedding, so the Prophet, peace and blessings of Allāh 
be on him, stood up erect and said: “O Allāh! You are 
the most loved of all people to me.” He said this three 
times.

Abū Hurairah reported, The Prophet, peace and 
blessings of Allāh be on him, said: “A woman is married 
on account of four things; on account of her wealth, 
and on account of (the nobility of) her family, and 
her beauty, and on account of her character, so attain 
success with the one possessing nobility of character.” 
(Bukhari 67: 16.)

Ibrāhīm said, The giving of a gift by a man to his wife 
and by the wife to her husband is lawful. And ‘Umar 
ibn ‘Abd al ‘Azīz said, They cannot take back (the gifts). 
(Bukhari 51:14.)

Zaid said, When a man or a woman leaves behind 
a daughter, she gets one-half; and if there are two 
(daughters) or more, they get two-thirds; and if there 
is a male with them, beginning is made with him 
who inherits with them and he is given his appointed 
portion. and what remains (is divided among the 
children), the male having the portion of two females. 
(Bukhari 85:4.)

Orphans

Sahl bin Sà d (May Allah be pleased with him) 
reported: Messenger of Allah (PBUH) said, “I will be 
like this in Jannah with the person who takes care of 
an orphan”. Messenger of Allah (PBUH) raised his 
forefinger and middle finger by way of   illustration. 
(Bukhari).
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1.  Guidance from God, Land ownership by God 

2:2 This is the Book; in it is guidance sure, without doubt, to those who fear Allah;
  Thalika alkitabu larayba feehi hudan lilmuttaqeena 

 

2:5 They are on (true) guidance, from their Lord, and it is these who will prosper.
  Ola-ika AAala hudan minrabbihim waola-ika humu almuflihoona

 

2:108 Would ye question your Apostle as Moses was questioned of old? but whoever changeth from Faith to 
Unbelief, Hath strayed without doubt from the even way.

 
Am tureedoona an tas-aloo rasoolakum kamasu-ila moosa min qablu waman yatabaddali alkufra  
bial-eemanifaqad dalla sawaa alssabeeli

 

3:190 Behold! in the creation of the heavens and the earth, and the alternation of night and day,- there are 
indeed Signs for men of understanding,-

  Inna fee khalqi alssamawatiwaal-ardi waikhtilafi allayli waalnnaharilaayatin li-olee al-albabi

 

7:128 Said Moses to his people: “Pray for help from Allah, and (wait) in patience and constancy: for the earth 
is Allah’s, to give as a heritage to such of His servants as He pleaseth; and the end is (best) for the 
righteous.

 
Qala moosa liqawmihiistaAAeenoo biAllahi waisbiroo innaal-arda lillahi yoorithuha man yashaomin 
AAibadihi waalAAaqibatu lilmuttaqeena
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5:105 O ye who believe! Guard your own souls: If ye follow (right) guidance, no hurt can come to you from 
those who stray. the goal of you all is to Allah. it is He that will show you the truth of all that ye do. 

 
Ya ayyuha allatheena amanooAAalaykum anfusakum la yadurrukum man dallaitha ihtadaytum ila Allahi 
marjiAAukumjameeAAan fayunabbi-okum bima kuntum taAAmaloona

 

Pages from the Holy Qur’an	© Wikimedia



226 Land, property and housing rights in the Muslim world

2. Property rIghts

2:220 (Their bearings) on this life and the Hereafter. They ask thee concerning orphans. Say: “The best thing 
to do is what is for their good; if ye mix their affairs with yours, they are your brethren; but Allah knows 
the man who means mischief from the man who means good. And if Allah had wished, He could have 
put you into difficulties; He is indeed Exalted in Power, Wise.”

 
Fee alddunya waal-akhiratiwayas-aloonaka AAani alyatama qul islahunlahum khayrun wa-in 
tukhalitoohum fa-ikhwanukumwaAllahu yaAAlamu almufsida mina almuslihiwalaw shaa Allahu 
laaAAnatakum inna AllahaAAazeezun hakeemun

 

4:2 To orphans restore their property (When they reach their age), nor substitute (your) worthless things for 
(their) good ones; and devour not their substance (by mixing it up) with your won. For this is indeed a 
great sin.

 
Waatoo alyatama amwalahumwala tatabaddaloo alkhabeetha bialttayyibiwala ta/kuloo amwalahum ila 
amwalikuminnahu kana hooban kabeeran

 

4:5 To those weak of understanding Make not over your property, which Allah hath made a means of support 
for you, but feed and clothe them therewith, and speak to them words of kindness and justice.

 
Wala tu/too alssufahaaamwalakumu allatee jaAAala Allahu lakum qiyamanwaorzuqoohum feeha 
waoksoohum waqooloo lahumqawlan maAAroofan

 

4:6 Make trial of orphans until they reach the age of marriage; if then ye find sound judgment in them, release 
their property to them; but consume it not wastefully, nor in haste against their growing up. If the guardian 
is well-off, Let him claim no remuneration, but if he is poor, let him have for himself what is just and 
reasonable. When ye release their property to them, take witnesses in their presence: But all-sufficient is 
Allah in taking account.
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Waibtaloo alyatama hattaitha balaghoo alnnikaha fa-in anastumminhum rushdan faidfaAAoo ilayhim 
amwalahum walata/kulooha israfan wabidaran an yakbaroowaman kana ghaniyyan falyastaAAfif waman 
kanafaqeeran falya/kul bialmaAAroofi fa-itha dafaAAtumilayhim amwalahum faashhidoo AAalayhim 
wakafa biAllahihaseeban

 

4:29 O ye who believe! Eat not up your property among yourselves in vanities: But let there be amongst you 
Traffic and trade by mutual good-will: Nor kill (or destroy) yourselves: for verily Allah hath been to you 
Most Merciful!

  Ya ayyuha allatheena amanoola ta/kuloo amwalakum baynakum bialbatiliilla an takoona tijaratan AAan 
taradinminkum wala taqtuloo anfusakum inna Allaha kanabikum raheeman

 

24:27 O ye who believe! enter not houses other than your own, until ye have asked permission and saluted 
those in them: that is best for you, in order that ye may heed (what is seemly).

 
Ya ayyuha allatheena amanoola tadkhuloo buyootan ghayra buyootikum hattatasta/nisoo watusallimoo 
AAala ahliha thalikumkhayrun lakum laAAallakum tathakkaroona
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3. Child rights; orphans 

2:188 And do not eat up your property among yourselves for vanities, nor use it as bait for the judges, with 
intent that ye may eat up wrongfully and knowingly a little of (other) people’s property.

 
Wala ta/kuloo amwalakumbaynakum bialbatili watudloo biha ilaalhukkami lita/kuloo fareeqan min 
amwali alnnasibial-ithmi waantum taAAlamoona

 

4:10 Those who unjustly eat up the property of orphans, eat up a Fire into their own bodies: They will soon 
be enduring a Blazing Fire!

 
Inna allatheena ya/kuloona amwalaalyatama thulman innamaya/kuloona fee butoonihim naran 
wasayaslawnasaAAeeran

 

6:152 And come not nigh to the orphan’s property, except to improve it, until he attain the age of full strength; 
give measure and weight with (full) justice;- no burden do We place on any soul, but that which it can 
bear;- whenever ye speak, speak justly, even if a near relative is concerned; and fulfil the covenant of 
Allah: thus doth He command you, that ye may remember.

 
Wala taqraboo mala alyateemiilla biallatee hiya ahsanu hattayablugha ashuddahu waawfoo alkayla 
waalmeezana bialqistila nukallifu nafsan illa wusAAaha wa-ithaqultum faiAAdiloo walaw kana tha 
qurbawabiAAahdi Allahi awfoo thalikum wassakumbihi laAAallakum tathakkaroona
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17:34 Come not nigh to the orphan’s property except to improve it, until he attains the age of full strength; and 
fulfil (every) engagement, for (every) engagement will be enquired into (on the Day of Reckoning).

 
Wala taqraboo mala alyateemiilla biallatee hiya ahsanu hattayablugha ashuddahu waawfoo bialAAahdi 
inna alAAahda kanamas-oolan
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4. Women’s rights 

2:240
Those of you who die and leave widows should bequeath for their widows a year’s maintenance and 
residence; but if they leave (the residence), there is no blame on you for what they do with themselves, 
provided it is reasonable. And Allah is Exalted in Power, Wise.

 
Waallatheena yutawaffawnaminkum wayatharoona azwajan wasiyyatanli-azwajihim mataAAan ila 
alhawlighayra ikhrajin fa-in kharajna fala junahaAAalaykum fee ma faAAalna fee anfusihinna min 
maAAroofinwaAllahu AAazeezun hakeemun

 

4:4 And give the women (on marriage) their dower as a free gift; but if they, of their own good pleasure, remit 
any part of it to you, Take it and enjoy it with right good cheer.

 
Waatoo alnnisaa saduqatihinnanihlatan fa-in tibna lakum AAan shay-in minhunafsan fakuloohu hanee-an 
maree-an

 

4:19 O ye who believe! Ye are forbidden to inherit women against their will. Nor should ye treat them with 
harshness, that ye may Take away part of the dower ye have given them,-except where they have been 
guilty of open lewdness; on the contrary live with them on a footing of kindness and equity. If ye take a 
dislike to them it may be that ye dislike a thing, and Allah brings about through it a great deal of good.

 

Ya ayyuha allatheena amanoola yahillu lakum an tarithoo alnnisaakarhan wala taAAduloohunna 
litathhaboobibaAAdi ma ataytumoohunna illa anya/teena bifahishatin mubayyinatin 
waAAashiroohunnabialmaAAroofi fa-in karihtumoohunna faAAasa antakrahoo shay-an wayajAAala 
Allahu feehi khayran katheeran
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4:34 Men are the protectors and maintainers of women, because Allah has given the one more (strength) 
than the other, and because they support them from their means. Therefore the righteous women are 
devoutly obedient, and guard in (the husband’s) absence what Allah would have them guard. As to those 
women on whose part ye fear disloyalty and ill-conduct, admonish them (first), (Next), refuse to share 
their beds, (And last) beat them (lightly); but if they return to obedience, seek not against them Means (of 
annoyance): For Allah is Most High, great (above you all).

 

Alrrijalu qawwamoonaAAala alnnisa-i bima faddalaAllahu baAAdahum AAala baAAdin wabimaanfaqoo 
min amwalihim faalssalihatu qanitatunhafithatun lilghaybi bima hafithaAllahu waallatee 
takhafoonanushoozahunna faAAithoohunna waohjuroohunnafee almadajiAAi waidriboohunna fa-in 
ataAAnakumfala tabghoo AAalayhinna sabeelan inna Allaha kanaAAaliyyan kabeeran

 

9:71 The Believers, men and women, are protectors one of another: they enjoin what is just, and forbid what 
is evil: they observe regular prayers, practise regular charity, and obey Allah and His Apostle. On them will 
Allah pour His mercy: for Allah is Exalted in power, Wise.

 
Waalmu/minoona waalmu/minatubaAAduhum awliyao baAAdin ya/muroona bialmaAAroofiwayanhawna 
AAani almunkari wayuqeemoona alssalatawayu/toona alzzakata wayuteeAAoona Allahawarasoolahu 
ola-ika sayarhamuhumu Allahuinna Allaha AAazeezun hakeemun
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5.	M inority rights, respect diversity

2:256 Let there be no compulsion in religion: Truth stands out clear from Error: whoever rejects evil and 
believes in Allah hath grasped the most trustworthy hand-hold, that never breaks. And Allah heareth 
and knoweth all things.

 
La ikraha fee alddeeniqad tabayyana alrrushdu mina alghayyi faman yakfur bialttaghootiwayu/min 
biAllahi faqadi istamsaka bialAAurwatialwuthqa la infisama laha waAllahusameeAAun AAaleemun

 

4:1 O mankind! reverence your Guardian-Lord, who created you from a single person, created, of like nature, 
His mate, and from them twain scattered (like seeds) countless men and women;- reverence Allah, through 
whom ye demand your mutual (rights), and (reverence) the wombs (That bore you): for Allah ever watches 
over you.

 
Ya ayyuha alnnasuittaqoo rabbakumu allathee khalaqakum min nafsin wahidatinwakhalaqa minha zawjaha 
wabaththa minhumarijalan katheeran wanisaan waittaqoo Allahaallathee tasaaloona bihi waal-arhamainna 
Allaha kana AAalaykum raqeeban

 

5:48 To thee We sent the Scripture in truth, confirming the scripture that came before it, and guarding it in 
safety: so judge between them by what Allah hath revealed, and follow not their vain desires, diverging 
from the Truth that hath come to thee. To each among you have we prescribed a law and an open way. If 
Allah had so willed, He would have made you a single people, but (His plan is) to test you in what He hath 
given you: so strive as in a race in all virtues. The goal of you all is to Allah. it is He that will show you the 
truth of the matters in which ye dispute; 

 

Waanzalna ilayka alkitaba bialhaqqimusaddiqan lima bayna yadayhi mina alkitabiwamuhayminan AAalayhi 
faohkum baynahum bimaanzala Allahu wala tattabiAA ahwaahum AAammajaaka mina alhaqqi likullin 
jaAAalna minkumshirAAatan waminhajan walaw shaa AllahulajaAAalakum ommatan wahidatan walakin 
liyabluwakumfeema atakum faistabiqoo alkhayratiila Allahi marjiAAukum jameeAAan fayunabbi-okum 
bimakuntum feehi takhtalifoona
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30:22 And among His Signs is the creation of the heavens and the earth, and the variations in your languages 
and your colours: verily in that are Signs for those who know.

 
Wamin ayatihi khalqu alssamawatiwaal-ardi waikhtilafu alsinatikumwaalwanikum inna fee thalika 
laayatinlilAAalimeena

 

49:13 O mankind! We created you from a single (pair) of a male and a female, and made you into nations and 
tribes, that ye may know each other (not that ye may despise (each other). Verily the most honoured of 
you in the sight of Allah is (he who is) the most righteous of you. And Allah has full knowledge and is 
well acquainted (with all things).

 
Ya ayyuha alnnasuinna khalaqnakum min thakarin waonthawajaAAalnakum shuAAooban waqaba-ila 
litaAAarafooinna akramakum AAinda Allahi atqakum inna AllahaAAaleemun khabeerun

 

59:8 (Some part is due) to the indigent Muhajirs, those who were expelled from their homes and their property, 
while seeking Grace from Allah and (His) Good Pleasure, and aiding Allah and His Apostle: such are 
indeed the sincere ones:-

 
Lilfuqara-i almuhajireena allatheenaokhrijoo min diyarihim waamwalihim yabtaghoona fadlanmina Allahi 
waridwanan wayansuroonaAllaha warasoolahu ola-ika humu alssadiqoona
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6.	 Inheritance, wills

2:180 It is prescribed, when death approaches any of you, if he leave any goods that he make a bequest to 
parents and next of kin, according to reasonable usage; this is due from the Allah-fearing.

 
Kutiba AAalaykum itha hadaraahadakumu almawtu in taraka khayran alwasiyyatulilwalidayni waal-
aqrabeena bialmaAAroofi haqqanAAala almuttaqeena

 

4:7 From what is left by parents and those nearest related there is a share for men and a share for women, 
whether the property be small or large,-a determinate share.

 
Lilrrijali naseebun mimmataraka alwalidani waal-aqraboona walilnnisa-inaseebun mimma taraka alwalidani 
waal-aqraboonamimma qalla minhu aw kathura naseeban mafroodan

 

4:8 But if at the time of division other relatives, or orphans or poor, are present, feed them out of the (property), 
and speak to them words of kindness and justice.

 
Wa-itha hadara alqismataoloo alqurba waalyatama waalmasakeenufaorzuqoohum minhu waqooloo lahum 
qawlan maAAroofan

 

4:9 Let those (disposing of an estate) have the same fear in their minds as they would have for their own if they 
had left a helpless family behind: Let them fear Allah, and speak words of appropriate (comfort).

 
Walyakhsha allatheena law tarakoo minkhalfihim thurriyyatan diAAafan khafooAAalayhim falyattaqoo 
Allaha walyaqooloo qawlan sadeedan
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4:11 Allah (thus) directs you as regards your Children’s (Inheritance): to the male, a portion equal to that of two 
females: if only daughters, two or more, their share is two-thirds of the inheritance; if only one, her share is 
a half. For parents, a sixth share of the inheritance to each, if the deceased left children; if no children, and 
the parents are the (only) heirs, the mother has a third; if the deceased Left brothers (or sisters) the mother 
has a sixth. (The distribution in all cases (‘s) after the payment of legacies and debts. Ye know not whether 
your parents or your children are nearest to you in benefit. These are settled portions ordained by Allah; 
and Allah is All-knowing, Al-wise.

 

Yooseekumu Allahu fee awladikumlilththakari mithlu haththialonthayayni fa-in kunna nisaan fawqa ithnatayni 
falahunnathulutha ma taraka wa-in kanat wahidatanfalaha alnnisfu wali-abawayhi likulli wahidinminhuma 
alssudusu mimma taraka in kanalahu waladun fa-in lam yakun lahu waladun wawarithahu abawahufali-
ommihi alththuluthu fa-in kana lahu ikhwatunfali-ommihi alssudusu min baAAdi wasiyyatin yooseebiha aw 
daynin abaokum waabnaokum latadroona ayyuhum aqrabu lakum nafAAan fareedatan mina Allahiinna 
Allaha kana AAaleeman hakeeman

 

4:12 In what your wives leave, your share is a half, if they leave no child; but if they leave a child, ye get a fourth; 
after payment of legacies and debts. In what ye leave, their share is a fourth, if ye leave no child; but if 
ye leave a child, they get an eighth; after payment of legacies and debts. If the man or woman whose 
inheritance is in question, has left neither ascendants nor descendants, but has left a brother or a sister, 
each one of the two gets a sixth; but if more than two, they share in a third; after payment of legacies 
and debts; so that no loss is caused (to any one). Thus is it ordained by Allah; and Allah is All-knowing, 
Most Forbearing.

 

Walakum nisfu ma taraka azwajukumin lam yakun lahunna waladun fa-in kana lahunna waladunfalakumu 
alrrubuAAu mimma tarakna min baAAdi wasiyyatinyooseena biha aw daynin walahunna alrrubuAAumimma 
taraktum in lam yakun lakum waladun fa-in kanalakum waladun falahunna alththumunu mimma 
taraktummin baAAdi wasiyyatin toosoona biha awdaynin wa-in kana rajulun yoorathu kalalatan 
awiimraatun walahu akhun aw okhtun falikulli wahidin minhumaalssudusu fa-in kanoo akthara min 
thalikafahum shurakao fee alththuluthi min baAAdi wasiyyatinyoosa biha aw daynin ghayra mudarrin 
wasiyyatanmina Allahi waAllahu AAaleemun haleemun
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4:176 They ask thee for a legal decision. Say: Allah directs (thus) about those who leave no descendants 
or ascendants as heirs. If it is a man that dies, leaving a sister but no child, she shall have half the 
inheritance: If (such a deceased was) a woman, who left no child, Her brother takes her inheritance: If 
there are two sisters, they shall have two-thirds of the inheritance (between them): if there are brothers 
and sisters, (they share), the male having twice the share of the female. Thus doth Allah make clear to 
you (His law), lest ye err. And Allah hath knowledge of all things.

 

Yastaftoonaka quli Allahu yufteekumfee alkalalati ini imruon halaka laysa lahu waladun walahuokhtun 
falaha nisfu ma taraka wahuwayarithuha in lam yakun laha waladun fa-in kanataithnatayni 
falahuma alththuluthani mimmataraka wa-in kanoo ikhwatan rijalan wanisaanfalilththakari mithlu 
haththialonthayayni yubayyinu Allahu lakum an tadilloo waAllahubikulli shay-in AAaleemun

 



237Annex 4: Selected verses from the Holy Qur’an

5:106 O ye who believe! When death approaches any of you, (take) witnesses among yourselves when making 
bequests,- two just men of your own (brotherhood) or others from outside if ye are journeying through 
the earth, and the chance of death befalls you (thus). If ye doubt (their truth), detain them both after 
prayer, and let them both swear by Allah. “We wish not in this for any worldly gain, even though the 
(beneficiary) be our near relation: we shall hide not the evidence before Allah. if we do, then behold! 
the sin be upon us!” 

 

Ya ayyuha allatheena amanooshahadatu baynikum itha hadara ahadakumualmawtu heena alwasiyyati 
ithnani thawaAAadlin minkum aw akharani min ghayrikum in antum darabtumfee al-ardi faasabatkum 
museebatu almawti tahbisoonahumamin baAAdi alssalati fayuqsimani biAllahiini irtabtum la nashtaree 
bihi thamanan walaw kana thaqurba wala naktumu shahadata Allahiinna ithan lamina al-athimeena

 

7.	C harity, Philanthropy

2:177 It is not righteousness that ye turn your faces towards east or west; but it is righteousness to believe in 
Allah and the Last Day, and the Angels, and the Book, and the Messengers; to spend of your substance, 
out of love for Him, for your kin, for orphans, for the needy, for the wayfarer, for those who ask, and for 
the ransom of slaves; to be steadfast in prayer, and practice regular charity; to fulfil the contracts which 
ye have made; and to be firm and patient, in pain (or suffering) and adversity, and throughout all periods 
of panic. Such are the people of truth, the Allah-fearing.

 

Laysa albirra an tuwalloo wujoohakum qibalaalmashriqi waalmaghribi walakinna albirra man amanabiAllahi 
waalyawmi al-akhiri waalmala-ikatiwaalkitabi waalnnabiyyeena waataalmala AAala hubbihi thawee 
alqurbawaalyatama waalmasakeena waibnaalssabeeli waalssa-ileena wafee alrriqabiwaaqama alssalata 
waataalzzakata waalmoofoona biAAahdihim ithaAAahadoo waalssabireena fee alba/sa-iwaalddarra-i 
waheena alba/si ola-ikaallatheena sadaqoo waola-ika humualmuttaqoona
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2:215 They ask thee what they should spend (in charity). Say: Whatever ye spend that is good, is for parents 
and kindred and orphans and those in want and for wayfarers. And whatever ye do that is good, Allah 
knoweth it well.

 
Yas-aloonaka matha yunfiqoona qul maanfaqtum min khayrin falilwalidayni waal-aqrabeenawaalyatama 
waalmasakeeni waibnialssabeeli wama tafAAaloo min khayrin fa-inna Allahabihi AAaleemun

 

3:92 By no means shall ye attain righteousness unless ye give (freely) of that which ye love; and whatever ye 
give, of a truth Allah knoweth it well.

 
Lan tanaloo albirra hattatunfiqoo mimma tuhibboona wama tunfiqoo minshay-in fa-inna Allaha bihi 
AAaleemun

 

9:18 The mosques of Allah shall be visited and maintained by such as believe in Allah and the Last Day, establish 
regular prayers, and practise regular charity, and fear none (at all) except Allah. It is they who are expected 
to be on true guidance.

 
Innama yaAAmuru masajida Allahiman amana biAllahi waalyawmi al-akhiriwaaqama alssalata 
waataalzzakata walam yakhsha illa AllahafaAAasa ola-ika an yakoonoo mina almuhtadeena
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9:60 Alms are for the poor and the needy, and those employed to administer the (funds); for those whose 
hearts have been (recently) reconciled (to Truth); for those in bondage and in debt; in the cause of Allah; 
and for the wayfarer: (thus is it) ordained by Allah, and Allah is full of knowledge and wisdom.

 
Innama alssadaqatulilfuqara-i waalmasakeeni waalAAamileenaAAalayha waalmu-allafati quloobuhum 
wafee alrriqabiwaalgharimeena wafee sabeeli Allahi waibnialssabeeli fareedatan mina Allahi 
waAllahuAAaleemun hakeemun

 

30:39 That which ye lay out for increase through the property of (other) people, will have no increase with 
Allah: but that which ye lay out for charity, seeking the Countenance of Allah, (will increase): it is these 
who will get a recompense multiplied.

  Wama ataytum min ribanliyarbuwa fee amwali alnnasi falayarboo AAinda Allahi wama ataytum min 
zakatintureedoona wajha Allahi faola-ika humu almudAAifoona

 

51:19 And in their wealth and possessions (was remembered) the right of the (needy,) him who asked, and him 
who (for some reason) was prevented (from asking).

  Wafee amwalihim haqqun lilssa-iliwaalmahroomi
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73:20 Thy Lord doth know that thou standest forth (to prayer) nigh two-thirds of the night, or half the 
night, or a third of the night, and so doth a party of those with thee. But Allah doth appoint 
night and day in due measure He knoweth that ye are unable to keep count thereof. So He hath 
turned to you (in mercy): read ye, therefore, of the Qur’an as much as may be easy for you. He 
knoweth that there may be (some) among you in ill-health; others travelling through the land, 
seeking of Allah’s bounty; yet others fighting in Allah’s Cause, read ye, therefore, as much of 
the Qur’an as may be easy (for you); and establish regular Prayer and give regular Charity; and 
loan to Allah a Beautiful Loan. And whatever good ye send forth for your souls ye shall find it 
in Allah’s Presence,- yea, better and greater, in Reward and seek ye the Grace of Allah: for Allah 
is Oft-Forgiving, Most Merciful.

 

Inna rabbaka yaAAlamu annaka taqoomu adnamin thuluthayi allayli wanisfahu wathuluthahu 
wata-ifatunmina allatheena maAAaka waAllahu yuqaddiruallayla waalnnahara AAalima an 
lan tuhsoohufataba AAalaykum faiqraoo ma tayassara minaalqur-ani AAalima an sayakoonu 
minkum marda waakharoonayadriboona fee al-ardi yabtaghoona min fadliAllahi waakharoona 
yuqatiloona fee sabeeliAllahi faiqraoo ma tayassara minhu waaqeemooalssalata waatoo 
alzzakatawaaqridoo Allaha qardan hasanan wamatuqaddimoo li-anfusikum min khayrin 
tajidoohu AAinda Allahihuwa khayran waaAAthama ajran waistaghfirooAllaha inna Allaha 
ghafoorun raheemun
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8.	T rade, Interest, Prohibition of Greed 

2:245 Who is he that will loan to Allah a beautiful loan, which Allah will double unto his credit and multiply 
many times? It is Allah that giveth (you) want or plenty, and to Him shall be your return.

 
Man tha allathee yuqriduAllaha qardan hasanan fayudaAAifahulahu adAAafan katheeratan 
waAllahuyaqbidu wayabsutu wa-ilayhi turjaAAoona

 

2:275 Those who devour usury will not stand except as stand one whom the Evil one by his touch Hath driven 
to madness. That is because they say: “Trade is like usury,” but Allah hath permitted trade and forbidden 
usury. Those who after receiving direction from their Lord, desist, shall be pardoned for the past; their 
case is for Allah (to judge); but those who repeat (The offence) are companions of the Fire: They will 
abide therein (for ever).

 

Allatheena ya/kuloona alrribala yaqoomoona illa kama yaqoomu allatheeyatakhabbatuhu alshshaytanu 
mina almassi thalikabi-annahum qaloo innama albayAAu mithlu alrribawaahalla Allahu albayAAa 
waharrama alrribafaman jaahu mawAAithatun min rabbihi faintahafalahu ma salafa waamruhu ila Allahi 
wamanAAada faola-ika as-habu alnnarihum feeha khalidoona

 

2:280 If the debtor is in a difficulty, grant him time Till it is easy for him to repay. But if ye remit it by way of 
charity, that is best for you if ye only knew.

 
Wa-in kana thoo AAusratinfanathiratun ila maysaratin waan tasaddaqookhayrun lakum in kuntum 
taAAlamoona

 

3:130 O ye who believe! Devour not usury, doubled and multiplied; but fear Allah; that ye may (really) prosper.

 
Ya ayyuha allatheena amanoola ta/kuloo alrriba adAAafanmudaAAafatan waittaqoo Allaha 
laAAallakumtuflihoona
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89:15 Now, as for man, when his Lord trieth him, giving him honour and gifts, then saith he, (puffed up), “My 
Lord hath honoured me.”

  Faamma al-insanu itha maibtalahu rabbuhu faakramahu wanaAAAAamahu fayaqoolu rabbeeakramani

 

89:16 But when He trieth him, restricting his subsistence for him, then saith he (in despair), “My Lord hath 
humiliated me!”

  Waamma itha ma ibtalahufaqadara AAalayhi rizqahu fayaqoolu rabbee ahanani

 

89:17 Nay, nay! but ye honour not the orphans!
  Kalla bal la tukrimoonaalyateema 

 

89:18 Nor do ye encourage one another to feed the poor!-
  Wala tahaddoona AAala taAAamialmiskeeni

 

89:19 And ye devour inheritance - all with greed,
  Wata/kuloona altturatha aklanlamman

 

89:20 And ye love wealth with inordinate love!
  Watuhibboona almala hubbanjamman

 

89:21 Nay! When the earth is pounded to powder,
  Kalla itha dukkati al-ardudakkan dakkan
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89:22 And thy Lord cometh, and His angels, rank upon rank,
  Wajaa rabbuka waalmalaku saffansaffan

 

89:23 And Hell, that Day, is brought (face to face),- on that Day will man remember, but how will that 
remembrance profit him?

  Wajee-a yawma-ithin bijahannamayawma-ithin yatathakkaru al-insanu waannalahu alththikra

 

89:24 He will say: “Ah! Would that I had sent forth (good deeds) for (this) my (Future) Life!”
  Yaqoolu ya laytanee qaddamtu lihayatee

 

92:1 By the Night as it conceals (the light);
  Waallayli itha yaghsha

 

92:10 We will indeed make smooth for him the path to Misery;
  Fasanuyassiruhu lilAAusra

 

100:1 By the (Steeds) that run, with panting (breath),
  WaalAAadiyati dabhan

 

102:1 The mutual rivalry for piling up (the good things of this world) diverts you (from the more serious 
things),

  Alhakumu alttakathuru

 

104:1 Woe to every (kind of) scandal-monger and-backbiter,
  Waylun likulli humazatin lumazatin

 

 



244 Land, property and housing rights in the Muslim world

9.	 JUSTICE, TRUTH, RIGHTS, DISPUTE RESOLUTION 

2:10 In their hearts is a disease; and Allah has increased their disease: And grievous is the penalty th ey (incur), 
because they are false (to themselves).

 
Fee quloobihim maradun fazadahumuAllahu maradan walahum AAathabun aleemun bimakanoo 
yakthiboona

 

2:205 When he turns his back, his aim everywhere is to spread mischief through the earth and destroy crops 
and cattle; but Allah loveth not mischief.

 
Wa-itha tawalla saAAafee al-ardi liyufsida feeha wayuhlika alharthawaalnnasla waAllahu la 
yuhibbualfasada

 

4:35 If ye fear a breach between them twain, appoint (two) arbiters, one from his family, and the other from 
hers; if they wish for peace, Allah will cause their reconciliation: For Allah hath full knowledge, and is 
acquainted with all things.

 
Wa-in khiftum shiqaqa baynihimafaibAAathoo hakaman min ahlihi wahakaman minahliha in yureeda 
islahan yuwaffiqiAllahu baynahuma inna Allaha kanaAAaleeman khabeeran

 

4:58 Allah doth command you to render back your Trusts to those to whom they are due; And when ye judge 
between man and man, that ye judge with justice: Verily how excellent is the teaching which He giveth 
you! For Allah is He Who heareth and seeth all things.

 
Inna Allaha ya/murukum an tu-addooal-amanati ila ahliha wa-itha hakamtumbayna alnnasi an tahkumoo 
bialAAadliinna Allaha niAAimma yaAAithukum bihiinna Allaha kana sameeAAan baseeran
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4:135 O ye who believe! stand out firmly for justice, as witnesses to Allah, even as against yourselves, or your 
parents, or your kin, and whether it be (against) rich or poor: for Allah can best protect both. Follow not 
the lusts (of your hearts), lest ye swerve, and if ye distort (justice) or decline to do justice, verily Allah is 
well-acquainted with all that ye do.

 
Ya ayyuha allatheena amanookoonoo qawwameena bialqisti shuhadaalillahi walaw AAala anfusikum 
awi alwalidayniwaal-aqrabeena in yakun ghaniyyan aw faqeeran faAllahuawla bihima fala tattabiAAoo 
alhawaan taAAdiloo wa-in talwoo aw tuAAridoo fa-inna Allahakana bima taAAmaloona khabeeran

 

5:42 (They are fond of) listening to falsehood, of devouring anything forbidden. If they do come to thee, either 
judge between them, or decline to interfere. If thou decline, they cannot hurt thee in the least. If thou 
judge, judge in equity between them. For Allah loveth those who judge in equity. 

 
SammaAAoona lilkathibi akkaloonalilssuhti fa-in jaooka faohkumbaynahum aw aAArid AAanhum wa-
in tuAArid AAanhumfalan yadurrooka shay-an wa-in hakamta faohkumbaynahum bialqisti inna Allaha 
yuhibbualmuqsiteena
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5:43 But why do they come to thee for decision, when they have (their own) law before them?- therein is the 
(plain) command of Allah. yet even after that, they would turn away. For they are not (really) People of 
Faith. 

 
Wakayfa yuhakkimoonaka waAAindahumu alttawratufeeha hukmu Allahi thumma yatawallawna 
minbaAAdi thalika wama ola-ika bialmu/mineena

 

5:47 Let the people of the Gospel judge by what Allah hath revealed therein. If any do fail to judge by (the light 
of) what Allah hath revealed, they are (no better than) those who rebel. 

 
Walyahkum ahlu al-injeeli bimaanzala Allahu feehi waman lam yahkum bimaanzala Allahu faola-ika humu 
alfasiqoona

 

5:107 But if it gets known that these two were guilty of the sin (of perjury), let two others stand forth in their 
places,- nearest in kin from among those who claim a lawful right: let them swear by Allah. “We affirm 
that our witness is truer than that of those two, and that we have not trespassed (beyond the truth): if 
we did, behold! the wrong be upon us!”

 
Fa-in AAuthira AAala annahumaistahaqqa ithman faakharani yaqoomanimaqamahuma mina allatheena 
istahaqqaAAalayhimu al-awlayani fayuqsimani biAllahilashahadatuna ahaqqu min shahadatihimawama 
iAAtadayna inna ithan lamina alththalimeena

 

5:108 That is most suitable: that they may give the evidence in its true nature and shape, or else they would 
fear that other oaths would be taken after their oaths. But fear Allah, and listen (to His counsel): for Allah 
guideth not a rebellious people: 

 
Thalika adna an ya/too bialshshahadatiAAala wajhiha aw yakhafoo an turadda aymanunbaAAda 
aymanihim waittaqoo Allaha waismaAAoowaAllahu la yahdee alqawma alfasiqeena



247Annex 4: Selected verses from the Holy Qur’an

 

16:71 Allah has bestowed His gifts of sustenance more freely on some of you than on others: those more 
favoured are not going to throw back their gifts to those whom their right hands possess, so as to be 
equal in that respect. Will they then deny the favours of Allah?

 
WaAllahu faddala baAAdakumAAala baAAdin fee alrrizqi fama allatheenafuddiloo biraddee rizqihim 
AAala mamalakat aymanuhum fahum feehi sawaon afabiniAAmatiAllahi yajhadoona

 

16:90 Allah commands justice, the doing of good, and liberality to kith and kin, and He forbids all shameful 
deeds, and injustice and rebellion: He instructs you, that ye may receive admonition.

 
Inna Allaha ya/muru bialAAadliwaal-ihsani wa-eeta-i theealqurba wayanha AAani alfahsha-i 
waalmunkariwaalbaghyi yaAAithukum laAAallakum tathakkaroona

 

 

22:78 And strive in His cause as ye ought to strive, (with sincerity and under discipline). He has chosen you, 
and has imposed no difficulties on you in religion; it is the cult of your father Abraham. It is He Who has 
named you Muslims, both before and in this (Revelation); that the Apostle may be a witness for you, and 
ye be witnesses for mankind! So establish regular Prayer, give regular Charity, and hold fast to Allah! He 
is your Protector - the Best to protect and the Best to help!

 

Wajahidoo fee Allahi haqqajihadihi huwa ijtabakum wama jaAAalaAAalaykum fee alddeeni min 
harajin millata abeekumibraheema huwa sammakumu almuslimeena min qabluwafee hatha liyakoona 
alrrasoolu shaheedanAAalaykum watakoonoo shuhadaa AAala alnnasifaaqeemoo alssalata waatoo 
alzzakatawaiAAtasimoo biAllahi huwa mawlakumfaniAAma almawla waniAAma alnnaseeru
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38:24 (David) said: “He has undoubtedly wronged thee in demanding thy (single) ewe to be added to his 
(flock of) ewes: truly many are the partners (in business) who wrong each other: Not so do those who 
believe and work deeds of righteousness, and how few are they?”...and David gathered that We had 
tried him: he asked forgiveness of his Lord, fell down, bowing (in prostration), and turned (to Allah in 
repentance).

 
Qala laqad thalamakabisu-ali naAAjatika ila niAAajihi wa-innakatheeran mina alkhulata-i layabghee 
baAAduhum AAalabaAAdin illa allatheena amanoowaAAamiloo alssalihati waqaleelun mahum 
wathanna dawoodu annama fatannahufaistaghfara rabbahu wakharra rakiAAan waanaba

 



Training course on land, property and housing rights in the Muslim world

Copyright © United Nations Human Settlements Programme (UN-HABITAT), 2010

All rights reserved 
United Nations Human Settlements Programme (UN-HABITAT) 
P.O. Box 30030, Nairobi 00100, Kenya 
Tel: +254 20 762 3120 
Fax: +254 20 762 3477 
www.unhabitat.org

HS/158/10E 
ISBN: 978-92-1-132270-5

Disclaimer

The designations employed and the presentation of the material in this publication do 
not imply the expression of any opinion whatsoever on the part of the Secretariat of the 
United Nations concerning the legal status of any country, territory, city or area, or of 
its authorities, or concerning delimitation of its frontiers or boundaries, or regarding its 
economic system or degree of development. The analysis, conclusions and recommendations 
of this publication do not necessarily reflect the views of the United Nations Human 
Settlements Programme or its Governing Council.

Cover Photos: Claudio Acioly, Åsa Jonsson, Carlos Morales, and Photos8.com

Acknowledgements

Principal author: 	 Siraj Sait

Contributors: 	 Åsa Jonsson, Solomon Haile, Caylee Hong 

Editing and layout: 	 Robert Wagner  

Sponsors:

Printer:

The Global Land Tool Network
The main objective of the Global Land Tool Network (GLTN) is to contribute to poverty alleviation and the 
Millennium Development Goals through land reform, improved land management and security of tenure.

The Network has developed a global land partnership. Its members include international civil society 
organizations, international finance institutions, international research and training institutions, donors 
and professional bodies. It aims to take a more holistic approach to land issues and improve global land 
coordination in various ways. These include the establishment of a continuum of land rights, rather than a 
narrow focus on individual land titling, the improvement and development of pro-poor land management, 
as well as land tenure tools. The new approach also entails unblocking existing initiatives, helping strengthen 
existing land networks, assisting in the development of affordable gendered land tools useful to poverty-
stricken communities, and spreading knowledge on how to implement security of tenure.

The GLTN partners, in their quest to attain the goals of poverty alleviation, better land management and 
security of tenure through land reform, have identified and agreed on 18 key land tools to deal with poverty 
and land issues at the country level across all regions. The Network partners argue that the existing lack of 
these tools, as well as land governance problems, are the main cause of failed implementation at scale of land 
policies world wide. 

The GLTN is a demand driven network where many individuals and groups have come together to address this 
global problem. For further information, and registration, visit the GLTN web site at www.gltn.net.
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about this training course

This training course from the Global Land Tool Network is part of the Network’s activities on Islamic dimensions of land. 
In most Muslim countries Islamic law, principles and practices make an important contribution to shaping access to land. 
GLTN therefore has as one of its objectives the identi� cation and development of Islamic land tools and case studies 
through a cross-cultural, interdisciplinary and global process, owned by Muslims, but also including other civil society and 
development partners. More information on work in this area is available on GLTN’s website (www.gltn.net)

The training course, designed as an introduction to the � eld, is divided into eight stand-alone Modules, intended for 
use across Muslim societies. It is generic in nature, encouraging local adaptations where applicable. In addition to the 
Modules, the package includes a Guide for Facilitators and a set of annexes to drawn from during the training course.

The target groups for the course are policy makers or an audience at beginners or undergraduate level without 
prerequisite knowledge of Islamic land law but having basic experience with land issues in the Muslim world. The course 
builds on the baseline study by Sait S and Lim H (2006) Land Law and Islam: Property and Human Rights in the Muslim 
World (London: Zed Press/UN-HABITAT).
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