CHAPTERS

RIBA




"f’; What is Riba?

The word 'riba' means to increase, to grow, to
multiply and to climb. However, in economic
context, it is generally considered as a contractual
increase on loaned money or commodity. This
word as such or its variants have been used in
numerous versus of Quran. There is, however, a
complete consensus among Muslim jurists that
only in the following eight verses of Quran, this
word has been used in its economic sense: -




And from the riba-based giving (investment), you think as if your wealth
is increasing at the cost of others (borrowers), but in the sight of Allah
(from overall perspective), it is not increasing. On the other hand, when
you give something in charity to please Allah, then your wealth is
increasing (in the sight of Allah). (al-Room 30:39)

And for their (Jews’) devouring of riba even though it was forbidden for
them, and for their (Jews') wrongful appropriation of other peoples’

property, We (God) have prepared for those among them who reject faith
a grievous punishment. (al-Nisaa 4:160-1)

O Believers! Do not charge riba on top of riba and fear God so that you
may prosper. (Aale-Imran 3:130)



People who indulge in riba shall be raised like those who have
been driven to madness by the touch of Devil. That is because
they say that a riba-based transaction is just like trading, while
God has permitted trade and prohibited riba. Hence those who
have received the admonition from their Lord and have desisted

accordingly, may have what has already passed, their case being
entrusted to God; butthose who revert to riba-based dealings,

shall be the inhabitants of the hell-fire and abide therein for
ever. (You must know that) God deprives riba from all blessings
and blesses charity; He loves not any ungrateful sinners. (al-

Bagarah 2:275-6)



O you (who claim to be) believers! Fear God and
give up riba that remains outstanding if you are
true believers. Watch out! If you do not obey this
commandment, then God declares war against
you from Himself and from His Prophet. But, if
you give up your outstanding riba, then you can
claim your principals. Neither should you inflict

harm (due to riba) to others, nor others should
do harm to you. (al-Bagarah 2:278-79)




The rationale of prohibition
of riba

. .In the case of
profit, a person has worked hard to earn the
profits

"= o |slam only permits trade but forbids riba or
usury.

" Profits are the result of initiative, enterprise and
efficiency.
" Interest is fixed, but profit fluctuates.

" o |n the case of interest, a person knows his or
her return and can be sure of it. Profit is not




The rationale of

prohibition of riba
e The usury
is charging for loans to the poor. A parallel
modern argument relates to the devastating
social impact of the so-called “"Third World debt
crisis”.

e The riba or usury is a
mechanism by which 'the rich get richer and the
poor get poorer' . Islam rejects financial interest
on the basis that it contradicts the Principle of
Distributive Equity



The rationale of
prohibition of riba

" ¢ An endemic factor in the instability of
interest-based economies, i.e. the cycles of
boom and bust, recession and recovery.

* Ahmad (1958) wrote “the greatest problem
in the capitalist economy is that of the crises
and interest plays a peculiar part in bringing
about the crises”.




The rationale of
prohibition of riba

* 5. Riba as Discounting the Future

" ¢ The practice of discounting future values
are using compound interest - results in an
appreciation in invested monetary capital,

" e |tis presumed rational for people to prefer
having a specified amount of currency now
than the same amount some time in the
future. The higher the discount rate, the
faster the resources are likely to be depleted.




PROHIBITION OF RIBA IN Al-
QURAN

4 stages

Surah al- Rum: 39

‘Compare riba with
Zakat& charity-
Praised zakat&

‘charity but not riba

Surah al-Nisa: 161

Surah ali-Imran : 130

|

Riba was prohibited
for jews
however.they
continued
to practiceriba &
Incurred the wrath of

Allah (s.wit)

Prohibited the
charging of
double and

multiple
riba

Surah al-
Baqarah
275-281

Conclusively
prohibited

all forms of riba




Surah Room, 30:39
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Prohibition of riba in Al
Quran

* ¢ “That which you give as interest to
increase the people’s wealth increases not
with God, but that you give in charity,
seeking the goodwill of God, multiplies
manifold “.(Surah Ar Rum:39).

* This ayah shows interest deprives wealth of
God’s blessings.




SURAH AL-NISA, 4:161
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Prohibition of riba in Al
Quran

* “And for their taking interest even though
it was forbidden for them, and their
wrongful appropriation of other people’s
property. We have prepared for those
among them who reject faith, a grievous
punishment “.(Surah An Nisa:161).

" This verse indicates the seriousness a
felony of taking interest in the eye of The
Almighty.




SURAH ALE-IMRAN , 3:1390
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Prohibition of riba in Al
Quran

* ¢ "0 believers, take not doubled and
redoubled interest, and fear God so that
you may prosper. Fear the fire which has
been prepared for those who reject faith,
and obey God and the Prophet so that you
may receive mercy”.

" (Surah Al-Imran:130-2)

* Muslims must stay clear from interest for
the sake of their own welfare.







Prohibition of riba in Al
Quran

" "Those who benefit from interest shall be raised
like those who have been driven to madness by
the touch of the Devil; ...this is because they say:
“Trade is like interest" while God has permitted
trade and forbidden interest. Hence those who
have received the admonition from their Lord
and desist, may have what has already passed,
their case being entrusted to God; but those who
revert shall be the inhabitants of the fire and
abide therein for ever."(Al-Bagarah,2:275)




EVILS OF RIBA

1. Disobedience to Allah and prophets.

* 2, Deprived of blessings of life and
earnings.

e 3. Hard-heartedness and been turned
away from goodness.

e 4. Deprivation from goodness.
5. Oppression of the people.



Evils of Riba

" ¢ 6. Turns away from legitimate business.
* ¢ 7. Cause of colonialism.

"= ¢ 8. Dungeon through which society
suffocates itself.

" e g. Cause ruin and bankruptcy.
" ¢10. Cause of great evil and sins.




B! CATEGORIES OF RIBA
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Categories of

Riba al-Fadl

Riba al-Nasiah

~ RbaakDayn
(Loan Transaction)

Riba al-Qard

Riba al-
Jahiliyah




A-Riba Al-Buyu
(Trade Transaction)

eAlso known
that is riba by excess. ¢lt a

as Riba al-buyu’
pplies to six items::

gold, silver, date, raisin, wheat and barley and

the like of them.

e|t occurs whenever the

creditor advanced loan on
interest in addition to the
e|ncrease due time ¢On ot
stipulated interest which't

some monthly
orincipal sums.
her words, this
he lender takes

from the borrower to pay back the capital



B- RIBA AL-DAYN Riba al-

.Qard eltis riba in debt or out of lending
and borrowing. eIt was originated from the
transaction of aloan, and it is interest or
payment charged due to the loan given. «On the
other words, it is the extra amount over the
above principal of the loan.

- e[t is Ribain loan. eIt is when a
loan contract is made or at rescheduling a

previous debt. eIt takes place only in debts
created via lending or extended to a new

maturity via rescheduling.




E PROHIBITION OF RIB
ROM TE PERSPECTIVES O
JUDAISM, CHRISTIANITY
AND ISLAM



hibition of Interest in Judaism

n the Torah and the Talmud, Judaism prohibits all charging
on loans, without any distinction between a charitable personal
commercial loan.

e Two Hebrew words are used to identify interest. Neshekh, which lite
means “a bite” is derived from its painfulness to the debtor, and is g
seen as illegal, exorbitant charges on a loan or usury. Ribbit which li
translates to increase is derived from the Hebrew marbit or tarbit

enotes the gain on the creditor’s side.



Prohibition of Interest in Christianity

St Ambrose and St Jerome, who advocated that usury was co
be anything given in return for a loan in excess of what was lent.

Usury was not just restricted to loans of money, but was generally a
loans of any asset. In addition, statements regarding the prohibitio

were incorporated in the Capitulary of Nijmegen



hibition of Interest in Islam

he main body of Islamic Law constituting of the Quran and the
however, not always provide clear answers to how the different p
would apply in day-to-day life.

Similar to Judaism and Christianity religious philosophers applied
techniques such as ljma’a (consensus of independent jurists from th
Ummah of the Prophet), Qiyas (analogy or case law), and ijtihad
(interpretation) to provide further clarity on a variety of matters. Si

Christianity and Judaism, there are a number of references in Shar
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