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ABSTRACT

The decision of the Supreme Court of Pakistan regarding Riba,
to some extent, shook the economic circles of the country, as a
result of which, it is a stark necessity of the time to identify the
root causes of the issue of Riba instead of identifying the wild
weeds. The article is a glow of this claim in which the author
pointed out that besides others, the absence of codified law on
famous Islamic modes of financing, like Mudarabah, promoted
the interest based economy as the people do not find out ways to
invest their money and, therefore, they have to deposit it into the
banks. This not only promotes the interest based economy but,
causes the enhancement of rate of unemployment. The author
pointed out the frailty of existing legislation as it encompasses
the partnership only and leaves the technicalities of the
Modarabah business on the parties which needs expensive legal
consultancy whereas businesses at small scale can not afford it.
The author proposed that setting aside the Paritnership Act 1932
and Modarabah Companies and Modarabah (Flotation and
Control) Ordinance 1980, there is a dire need of the time to .
promulgate new legislation on the basis of principles of
Modarabah, so that the people may, themselves, take part into
the businesses of small scales whichs eventuallys will reduce the

dependency on Riba based banking sector.
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The Interest Act, 1839 !
The Government Saving Banks Act, 1873 _r
The Negotiable Insruments Act, 1881 _t
The Land Acquisition Act, 1894 _r
The Code of Civil Procedure, 1908 _o
The Cooperative Societies Act, 1925 _Y
The Cooperative Societies Rules, 1927 _«
The Insurance Act, 1938 _A
The State Bank of Pakistan Act, 1956 _9
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The West Pakistan Money-Lenders' Ordinance 1960 -1+

The West Pakistan Money-lenders, Rules 1965 -t

The Punjab Money-Lenders, Ordinance, 1960 -If

The Sindh Money-Lenders, Ordinance, 1960 -

The N.W.F.P Money-Lenders' Ordinance,1960 -if"

The Balochistan Money-Lenders' Ordinance,1960 -1

The Agricultural Development Bank of Pakistan Rules 1961 -

The Banking Companies Ordinane, 1962 1<

The Banking Companies Rules, 1963 -IA

The Banks (Nationalization) (Payment of Compensation) Rules, -1
1974

The Banking Companies (Reovery of Loans) Ordinance, 1979 -f+
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Partnership is the relation between the persons who have

agreed to share the profit of a business carried on by all or

any of them acting for all.(3)
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The act of a partner which is done to carry on, in the usual

way, business of the kind carried on by the firm, binds the

firm.(10)
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(a) "modaraba” means a business in which a person

participates with his money and another with his efforts or

skill or both his efforts and skill and shall include Unit Trusts

and Mutual Funds by whatever name called (13).
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PLD 2000 SC 225(p.302)
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