


























Shariah Standard No. (13): Mudarabah

Appendix (C)
Definitions

Sharikah

Sharikah is an agreement between two or more parties to merge their
assets or to combine their services, obligations and liabilities with the aim
of making profit.

A Mudarabah contract is distinguished from a Sharikah (Musharakah)
contract in the following respects:

a) The basis for earning a share of profit in Sharikah is the required capital
contribution of all parties, whether in the form of cash, commodities,
services or liability in the case of reputation partnership and that the
subject of the contract is based on a single element, i.e. capital. The
basis for earning a profit in a Mudarabah, on the other hand, comes
from two elements: the first element is the existence of capital that
is subject to, and similar to, the conditions of Sharikah capital; the
second element is the work done by the Mudarib that is different
from the capital of the venture.

b)In Sharikah, the work, as a general rule, is to be done jointly by the
parties, whereas in Mudarababh it is the Mudarib who works.
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