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necessarily the basis for its prohibition. Thus, zulm should not be
the ground for reasoning and judgements on whether there is riba
or not.

House rent is not riba, because the tenant and landlord enter
into a transactions of money for housing services__a
heterogeneous  exchange.  Similarly, 1n modarabah  and
musharakah__two forms of business partnership__the financier
is also a legal party to the use of funds. Therefore, both these
transactions are outside the purview of the A'hkam of nba.
Likewise, muzara'ah, a special case of modarabah, has nothing to
do with nba.

Indexation for inflation is not possible in loan contracts
which are by nature money-for-money transactions. Note that this
argument does not bar taking remedial measures for countering
the effects of inflation. All that is being said is that if one has
chosen a loan contract as the transaction mode, he cannot seek a
remedy through indexation.
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“supplementing”, the Qur'anic A'hkam on riba. More snecifically,
they served the all-important purpose of "rationahlizing”" the
trading practices with the Qur'anic A'hkam on riba.

The relevant A'hadith mention direct trading of gold for gold,
silver for silver, wheat for wheat, barley for barley, dates for
dates and salt for salt__six items in all. In light of the above
points, any discrepancy in these exchanges would constitute riba,
and 1s forbidden. However, 1n generalizing the message in these
A'hadith. the approach would be as follows. As far as these six
items are concemned, observance of the guidelines set by the
Prophet (Salldllaho ‘alaihay wa sallam) is mandatory both in
letter and spanit, because thes is the order of Allah Subhanahi wa
Ta'aala As for extending the scope of the A'hkam in these
A'hadith to trading in other items, the nba factor and other
Shari'ah restrictions for permissible forms of transactions may be
the binding considerations.

What are the implications of the defimtion of riba given in
this essay for the present-day bank interest and other related
matters” The present-day bank deposits, bank loans, Defence
Savings Certificates, Wapda Bonds, Treasury Bills, Federal
Investment bonds, Foreign Exchange Bearer Certificates and their
likes. are all debt instruments. From the Shari'ah point of view, ali
these instruments represent essentially "loan" contracts between
the 1ssuers and holders. The holder in each case gives money and
wants his money back, and there is no other contract goveming
the legal relation with the issuer of these instruments. In a
technical sense. therefore, these are all direct money-for-money
exchanges. Accordingly, nterest. mark-up or "profit" offered on
them ts rba.

The distinction hetween riba alNasivyah and riba alFadl 1s
not critical for an assessment of nba Sumtarly, unlike the
common belief, fixity or vanability of the return has nothing to do
with nba Riba has something to do with the nature of
transactions and contractual obligations of those involved in the
exchange It may lead to zu/m (injustice). but zu/m 1. not

TIkmal-E-Claran
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(SallAltho ‘alaihay  wasallam) advised Sayyidena Bilal
(RadiAllaho 'anho) to sell his inferior quality dates at market
prices and buy good quality dates with the sale proceeds, He was
recommending an indirect exchange of dates of two different
varieties__though of the same kind___based on their respective
market values.

The Prophet (SaliAllaho ‘alaihay wasallam) is on record to
have voluntarily given more than that due against Him. This
implies that discrepancy in a loan-type transaction would be riba
only if it is related to "contractual obligations” of the concerned

party.

Normally the said "discrepancy” takes the form of an excess
in favour of lenders in loan contracts. However, the opposite case
of shortfall too would be riba, albeit negative nba from the
lender's point of view. An example of this case is commercial
bank's charging fees for cheque-slips used by current account
holders to withdraw their money.

The aforementioned definition is general. The only exception
traceable to A'hadith is camel-for-camel loans._ Trading of
camels for camels on credit is prohibited according to A'hadith.
Thus, apart from transactions comparable to loans of a camel-for-
camel type, all other direct exchanges of items of the same general
kind come under the purview of the above defimtion.

What are the other messages about riba in the relevant
A'hadith on the subject, which are mostly about trading matters”?
This is a delicate matter Extreme caution is warranted 1in
interpretation. Note that the Qur'anic A'hkam on riba___originally
stated with reference to loans__are absolute, and they cover all
exchanges apart from camels-for-camels type loan transaction.
Also note that trading of, for example, gold for gold and wheat
for wheat represent special cases of loan transactions in gold
and wheat, respectively, when the time fag in the give-and-take
back process approaches zero. This being the case, the A'hkam in

A'hadith are to be wviewed as "complementing”, rather than

4 (Hikmat-F-CliranT
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in which heterogeneous things change hands from the point of
view of both the buyer and seller. A loan transaction is also a
two-way exchange, but with the following features. First, items
given and taken back belong to the same category. Second, the
lender 1s not a legal party to the use of funds at the borrower's
end. Third, nominally the lender 15 entitled to his principal, but in
fact he recerves the principal minus costs associated with lending,
The cost 1n terms of income foregone is one such example. Thus,
what a lender gives and what he gets are two different things,
though of the same kind Finally, the nature of the contract, as per
the first two points, is invariant to both the time lag in the give
and take back process and the end use of funds.

Keeping n view the nature of trading, infaq and loan
transactions and taking a lead from the other points noted above,
one can define rntba on the basis of the Ayaat of the Qur'an thus:

Riba is a discrepancy which results from the contractual
obligations of a party in the context of a direct exchange of
items of the same general king between two parties.

The time factor 1s not emphasized in this definition because
the time lag 1s timmatental for the basic nature of the transaction in
which nba may arise, namely a loan-type transaction

The proviso "items of the same general kind" is inferred from
the nature of a loan transaction explained above. In this regard,
several A'hadith conclusively establish that qualitative and other
superficial differences (between items at both ends of an
exchange) are to be ignored in assessing riba. For example, dates
are to be viewed as dates even if those given and taken back are of
two different varieties.

The meaning of "direct exchange" may be appreciated by
noting what would not be a direct exchange, albeit an indirect
exchange. If one person lends money and wants money in retumn
without being a party to the use of that money in any sense, this is
a case of direct exchange. On the other hand, when the Prophet

(Hikmal-E-Churan] 3
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¢  Riba was formally prohibited soon after (thazwae O'hadl.
1e.. in the last quarter of 3 A H. (Surah AdafeTmran, 130)
The decree rcad as follows: Don't feast on riba___doubled
and quadrupled. Notwithstanding the linguistic style of the
Qur'an. the subsequent Ayaat on nba confirm that this
prohibition was absolute: the simple versus compound
distinction was trrelevant

D  The prolbition of riba was confirmed and clartfications for
existing debts made soon after the above-mentiencd Ayah n
jate 3 A H orearlv 4 AH (Swah alBagarah, 275-277)

E  Riva prohibition was categoricaliy reaffirmed after Fat'he
Aakkeal: but before the departure of the Prophet (Salldllaho
‘alarhay wasallamy for '"Heyjared Wida'a, 1e | sometime in 9
or 10 AH (Swrah alBagarah. 278-181) This Qur'amc
decree was specifically with reference to loan transactions.
moreover. lenders were restricted to their principals onty.

it order to draw further conclusions. one should note that the
Qui'an s the Spoken Word of Allah Sub’hanahn wa Ta'aala
Himself The meanming of a speech depends on (1) the
ciroumistances at hand. (23 the most immediate addressees. and (3)
the choree of words, communication style and tone of the speaker.
This beng the case, one mayv note that on all five occasions in the
Qur'an as above. whereas nba is prohibited with reference to
ioan transactions. nfag  (spending for the sake of Allah
Sub harcine wa Ta'aala) 1s encouraged. Moreover, trading and.
by implication, profits are permutted as per Ayah 275 of Surah
alBagarah. The most pertinent point here is as follows

Whereas the believers can earn profits thraugh trading, and
whereas the believers can give up what they own without
seeking anvthing in return for tiwe sake of Allah through
rofay. vet they ought to do loan-type transactions in a
certarn way. that is, on a one-to-one and equal basts.

Here lies the key to the definition of riba. Jnfag 15 a one-wayv
transaction. for the sake of Alfali. with no retum flow in the
direction of the giver. Trading 1s essentially a two-way exchange
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WHAT IS RIBA?
Sayyid Tahir

(fmternational Institure of Islamic Economics, U, Istamabad)

Riba is one of those concepts which have attracted a great
deal of attention from Muslims of all shades of opinion. Some
quarters still regard it as an unsettled issue. Is riba a
predetermined and fixed excess over and above the principal in
a loan contract? Or. is there something more to it? For
example. claiming a return on loans to the poor fér their
persona! consumption needs—as against loans to business and
industry for productive purposes. Why is it that a person can
double his sum through trading, but he cannot claim a penny on
it through lending on the basis of riba? Is it prohibited because
the zim is to end exploitation associated with a capitalistic
system? These are some of the Questions that agitate a modern
mind who yearns for a clear-cut definition of riba in order to
find solutions to practical problems in the modern age.

Traditional approach in the tafsir and other literawre on
riba is to start with the dictionary meanings of the word “riba",
note the practices  in vogue during the Pre-Islamic days and
draw necessary conclusions with reference to relevant Ayaat of
the Qur’'an :dnd A'h:dith on riba. An alternative method can be
o approach riba like other technical terms in the Qur'an and
Hadith. namely, saiah (prayer), saum (fasting) and zakah, That
is, without committing 10 some pre-conceived notions, define
riba directly in the light of the relevant Ayaat of the Qur'an and
¢vidence from Sunnah. This may be done as follows.

One may first note the toliowing points in the Qur'an:

A, Allah  Sub‘hanahu wa Ta'aalg first expressed  His
displeasure with riba in the Makki period (Surah alRome,
39).

B. In the carly Madni period, Jews were condemned for
dealing in riba (Surah anNisaa', 161).



WS OF) gu._/_/f/d; 0Ll
(fj,wrﬁ-/l (_— L’

N A /A.J/.#‘c.dw./w‘f

q_ LJ/ e i S dod it L

,u/ j’c{ég //(_}*u K ué’d’p /d/gﬂ

s

SA i g:»/m—gju» bt fiod
B B O N
-l il (D @Ml za o Kl
PRI AR o RO
- QéMg@lK@)UJJﬂJg&L‘? -¥

Lk S F e [ e L e,

J-Gamuarm.uwm,dur&sy,
~ Al F O b (sl Useadyad
3P /-uif“ (‘-/-/L-«d-//&(

Ol S € T B S S M i Lo
- Aol i (2B Al D )
L3 e A L S S

~u0l st 53935708
il ARl l/é—//n....//zf

s/ |PY/- Jg‘m“’,ﬂd/wz—;} La A/ JJ/@ ) Jg {
B e ()J,-Jn sl m.ﬂ;d,é.e./w‘;g‘;, "
a{ywwuu/ué p Ay /u”u/f’fd./ap, N
AO .- sl VAL b /Jl(r,wu" (5 st




