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Abstract
Diminishing Musharakah is one of the contemporary Islamic

finance contracts. It is based on the principle of the financier partnering
with the client in owning a specific asset, with the financier’s share
gradually decreasing in favor of the client until the client eventually
owns the asset in full. This contract combines the principles of
partnership and financing, aiming to provide a Shariah-compliant
alternative that aligns with Islamic legal rulings while also meeting the
needs of the modern Islamic financial market.

This study explores the definition and nature of the diminishing
partnership contract and discusses its jurisprudential classification—
whether as a co-ownership (Shirkah al-Milk) or a composite contractual
arrangement. It also examines the Shariah ruling on the contract and
highlights the key jurisprudential issues it raises, particularly the binding
nature of promises made by either party, and the ruling on the client’s
commitment to purchase the financier’s share at face value. Furthermore,
the research reviews practical applications of diminishing partnerships in
Islamic finance, emphasizing their effectiveness as a financing tool when
implemented in accordance with Shariah regulations that safeguard the
rights of all parties and prevent prohibited practices such as riba (usury)
and gharar (uncertainty).
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The study concludes that the diminishing partnership is
permissible under Islamic law, provided that Shariah-compliant
conditions and guidelines are strictly observed. It emphasizes the
importance of distinguishing between contractual partnerships and co-
ownership structures when establishing a diminishing partnership, as the
contract seeks to reconcile Shariah principles with contemporary
economic demands.

Keywords: Partnership — Diminishing — Descriptive — Comparative —
Study
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