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Istisna‘®as a Product of Islamic Financial Institutions: Evolution,
Application, Documentation and Analysis of Shari ‘a Issues
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ABSTRACT

The growth of Islamic banking system since the previous two decades is
phenomenal, the demand and expectation of the Muslim population all around the
world is also increasing from the system, to coup the demand of the people, experts
in the industry are working to introduce innovative products. Istisna“ is also
introduced as a product in Islamic banking system and being used to carry out the
demands. However sharia compliance of each and every product should be the
essence of the product. In this paper, the product of Istisna“, history of regulatory
guidelines of State bank of Pakistan and present practice of Istisna“ as a product of
Islamic Banks and documentation of Istisna® product in Islamic financial
institutions in different phases of Istisna‘ is examined in detail, different shari‘a
issues are discussed and remedial measures are suggested in the light of sharia.
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It is a contractual agreement for manufacturing goods and commaodities, allowing
cash payment in advance and future«< delivery or a future payment and future
delivery. Istisna® can be used for providing the facility of financing themanufacture
or construction of houses, plants, projects, and building of bridges, roads and
highways.
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It is permissible, For instance, to make a penalty provision on the contractor in

contractual Agreement, the deliverer in delivery contracts and the manufacturer in
Istisna® Contracts who fails to or delay in meeting his commitments.
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The Istisna® Contract may include a penalty clause if so agreed by the two
contracting parties, subject to the case of force majeure.
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