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INTRODUCTION

e The benking sysem 18 20 fmporant fnancizl intermadizry and 2 vital section In the avom
* strocnmre of any sociery. However, within the contemporary world, the banking indusTy ¢
in two wzys. The first wey includes soch fimctions as thC)v'.' comnected with draft pi'.\' C.‘li-“fi :
chegues current 2ccount, saving 20c0umt ot bezring interest. money exchange ail those foo= §
zre western banking system that is besed on retums payment or mprtsl bormmowing. 1o &=
w2y is the non intersst Islemic banling or varizble retums svstem which based on 2 =
kff_mxn £+ of parmenstip =0 profit 2nd loss sharing. Therefore, Islamic benking i 8 57
C "y=ry o—? ~ aTl 1= _1_ . . - 5
goveming Is) - :.r:a = I; law, also km“‘ﬂ as Shari’ak. The undedying pr==- |
- ) ‘-ﬂ- -.._—_LS iy "a-v . -
(invesiors end the hank), 2ce sased on mumzl sk and profitloss sharing bewess 7
L = S simance of faimess S
underlying business activity or assexs for all and that transactions are bas
Toe Cenmzl Band -

S 1k of Nigeria 5
fmencta] mstintions (OFT) ung ;: (CBX) describes an Islamic bank as “a bank @
banking bosp -P“ of Central ba ank apita

3 DIsmess, engages in n--u..,, of Nigeria (CBN} which = '

provision of finzacial prodocts 2 ISl 2nd commercial activities 38 ¥E ©

L"""‘" P d\n‘l{;@m el = - ‘,‘-
slamic commercial jisprudence™ fstam:. khia " *nce with Shari ‘ak Pwles&“
“=I% 0Deraiss in accordance with B9 ey
| i
j PRD
'z“'vn-'w‘;L” — Depermmen; of Ko ’
s S 23 0rirne S Law, Fagy, s &
. o] .‘:1 b-— - . i ‘m}t} of !'ém-n m\ﬂﬁ‘) Gi -
: o ek for the lasi
= Nipe - R% s / PR oz N7
s : Spervision of mﬁﬁﬂﬁ"- r
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Fsbivimbe hanh g
Syl ETENTY ; q |
Tl .: i VEE dnken coonomie atiple, pediee costs ol trapsactions andd
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R D Fhvestora and waniging o nmher of visks arsing fon the investog
1 b b samoced Wit the b g ope hich e ; ha Ierest. It anly
deala o with (hddad), 1opall roperations, which contitbuted o the fpnterest, 10only
M |I\\I|||r|m|il' ".|' |‘ “|‘ Vol acnvitens wad - avolds (haran) onlaw il aetivites',

\ AR AR R ' \ . I Rl
ifereni) 1 TR oW principlen e the Shaialy s epandy to prohibition of Kiba
'“, .I ; | |:‘I PP el evanines o com ept ol Islamio Hanking, operation of Islamic

WL el thae e ) A ‘ . . flng
“: ‘n ‘\'lﬂlnhl h| il ulllllulil!n-n " e pralithition of Kebgainterest with i view of projecting

| W | ||||‘ GO o 'h}'.”" ”h M ‘”.l‘»| 1) m”u H”‘”l' ”ll\ bllll'iill (‘m\lli\l"it' “l(.‘ ol lIlC
j""l‘l" i NHH v and e whole win il penetal, e e mlnplh clllll“luli\'n um\l'mlrll unel
e ot method sorcany ot e vescaredy

Concept ol Idamibe thanking

Fhee e that b dsonot only o reliplon bot also w andgne way of Tite distinet fromeall othes
pelipion il hlmlnuhw. bl by oxtends dn tentaeles o the cconamie lite of Mushims, 1 was
i ddea that no donbi led o important dimengion of the slamie resngence i many Ialamie
worlih eapecintly today in the mea of tdamie banking and investment, Notwithstanding the
indportance of dalantie: banking vet 10 has oo aniversal and more comprehiensive defiition.
Plowwvever, Stdiio defimes (s the business of aneial inteymediary mobilizing savines fram the
prblic on e Basis o pactmeesdip and profie and advancing capital 1o the entieprencats on the
s st Vo tgbaly Bl Granedal aysten (hionghe o mnerocosm of Ialanne banking) is
e o the abaolute proliihition of the payment or receipt ot any predeterined, puaranteed
vate of tetrn Y Phos, desenibing Bilamie hanking hmply as tIoterest fee™ cannat withstand the
test o seademie e cannot pletre or fmagine good and prope what this concept stand for”
s s Decane Ll providens for betier nllcwnn‘li\c‘- in |\|m'nyul' Riba s it will he discussed i the
later paragiaph. However, the prohibiton o et CORIIIG (0 1emain the nevhlace ot the
systenmn rapponted by other prineiples of ‘lr.lmn Ll will ho dicussed Tater., l.\lu‘mu‘ \lz\.l\\kql\g
thetetore a Hnanctal ntermedinry artahlihied without the allowable degree by the pristine

princaple of Nt wh,

Opervation of Ushnde Bhan kg System

Iy an Dalarmie banking mysten any ransaetion th '.nlmnlq hanking may |\;\|l§ui|mln st he e
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il lu'l\'\mp hip) therefore Ban ki aedyition i velated o one daily Tite and anything happen to
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o ivities by way of using vay s
- tain its activl Al-bayn, (Leas S,
. .« able tO main Tirah Thumma : ay & ( e CO %, (e
amic barking B0 ing) such a8 AL of Tslamic Finance) gng PGt
financing concepts of AI;U?;HI; sinEN (Lease tﬁ oggmershi p to Lessec)as well as jg, d&h;{]:':'
- Al-ljarali-wes leasing the 8 e, S
Sale Contract). 2 (Lease of Rel€ast st. “ 18
oL TamlEk (Lea nd the re . ) §
Muntahiyal B’)lagg’fi[usham vah (part?ershtl)lglzing services o the society. Just ljke any . .
(profit sh;nrlsmlks offer all the requlfec} services like opening of accounts which, in{e,
1513.12;21 bank, the banks offer banking t and other general purposes or Mvee, !
1 ) i |

. it accoun . ‘
convent wadiah), deposit ac 2
include savings accounts (a1 iz statements of accounts tO update their customer;

2ccounts. The banks also offer monthly include easy withdrawal by using eithe; thes,

i ' hold. Others 1ncluc . ' ‘
status of the vanous :n:cl:]ountsslh:)?])ﬂ&(:3 payment of bills, phone banking and intemg .~ |
books or transfer of cheques,

. local and international levels. Among the services ar}(:: dep:fl}t and Withiz;
services, bo‘}{ - OC; bills. clearing operations, automate.d teller rna-c ine ( : M), busine -
slips. p_rocessmg'tra Ie 1I a;'ld international transfers, mobile and online banl.qng and operizy.
professional advice, ocad, . troduction of working systems and consultations and oTgany- |
mutual documentary credit, 1n ious electronic banking transactions and all COMTespanss

.. [ L ition to vari

training workshops. In addition - ‘ah because the professi -

S . r 1 o)
operations are set up in a manner that does not violate Shari’ah b stonal ev;- |

) 19
in the field of Islamic banking and finance are involved . - o
In addition to the above, Islamic banking products are more of investment in which thet-,

g
community sl

liaises with its customer for a particular investment for profit making. It is pertinent to rei=: % What
that the cardinal difference between Islamic banking system and the conventional or rzdi— | . traiisa
banking system is basically centered on two things. First is the prohibition of Riba which ::| el
subject of this paper and the second difference is in respect of investment; while Islamic bz-i=:| Sk Quran

system insists on those inve§tments that only tally with the rules of Shariah in terms of ==
E RS Iy . e . T

nature (et_hlcal Investments) - to conventional banking system, all investments are ethical =

??fch as it would yield some substantial profits to the investor at the end of the day. Anz)

1tierence w i e i . . 2 .

e which is closely related to this, is while the conventional ban king centers its 0p= |

on ' 1 1 - ‘ =8
thrloin .tra'nsactlons, Islaqnc banking system cncourages direct investment in project €& |
ough investment financing, trade financing and free lending

n the Islamic and conventional banks lies in % |

1 One other major difference betwee
tolerance of Islamic i =
ambling related activities and excessive uncerssl i

mode of banking for o
trade otherwise known 25 “gharar” )

Textual Evidence op the Tribulatio

ns of Rih u
It has been the A (Usur})

°r is halal permitted is due to its e

is due 1 st a3 |
0l s Prevailing harm. Meanwhile, the 7 |

"Dogarawa A.B.(

2013).Crirs
Research Acade ) Critique ¢

f'the Nop.
Y for slemic Fingne o METESt

e ance, Malays;
YUSUR, Ishagy, : B
firb!!sl;w Ui 9? 11}2 B.TJibr). 2013 Readin

Al
£

. .1 Gh
Framework in Nigeria, ISRA Internationa! >

-Gawagy 8 in [s],
/%U%UST Ezi}dégl;zp )pOSﬂ-biIi[\,— of coo ) amic ECOnOrmc TPl’u’l(:ip]es of Islamic Inv psumel
Bé“‘) | il S:lft‘]rf()_,( W ust edu ) t“-)n ber“'e‘i’n Isla]-n Hep jC‘,"-
MBF Publicher, g0 13) Reading 1 o -Rlications g, > ™' banks and conventional banks. REtE™®
Sl Niaeﬁappcllo.;s,“’mc banking gp N
) “d-139, S N

Scanned by CamScanner



;:;)I:isfgl}?ﬂfte ::’m?;]d ;?Z social vices of riba are piven by the holy Qura’n and the Propht

(fd'l' . . ¢ ! )’/, l'l a means cxcess, but in the terminology of Islamic law, it mezns
addition, however 5_18}“- over and above the principal of a loan ordebt.'*The modemn debate
the prohibition of Riba started in the year 1890s.

Wh.en the Cairo branch of Barclays Bank was opened with a view to processing the finan
transaf:tlons‘for the construction of Suez Canal, being the first commercial bank understood (o
estab!lshed in the‘Muslim world, Barclays bank faced a lot of critiques from the majonty of
Muslim scholars in respect to the operations of the bank and the clear prohibition of interes
the holy Quran and the Sunnah of the Holy Prophet (peace be upon him)

In. Islam, prohibition of riba was done in peace-meal in which the holy Quran used
evolutionary method or style in achieving the final revolutionary result. It was don¢ as follow:

In the period of Makkah, Allah The Most Exalted says in Surah Ar-Roum:

And that which you give in riba (to others), in order that it may increase (your we:
by expecting to get a better one in return) from other people’s property, has
increase with Allah.”

What this verse did was only to condemn the practice of the people of Mecca in embarking
transactions involving riba. Then after the Holy Prophet (S.A.W) and the companions h
migrated from Mecca to Medina, interest was explicitly prohibited in Surah Al-Imran.

Quran says in a prohibitive language:
"0 you who believe! Eat not riba (uswry) doubled and multiplied, but fear Allan
you may be successful il

ere followed by a series of verses in Surah al Bagara reiterating

The above two verses w
en mentioning the repercussion of the act of tak

prohibition, condemning the practice and ev
giving or witnessing any transaction involving riba. The verses are as follows:

Those who devour usury will not stand except as stand one whom the-Evil
by his touch hath driven to madness. That is because they say: "Trade is
usury,” but Allah hath permitted trade and forbidden usury.

Those who after receiving direction from their

oned for the past; their case is for(Allah to jua

Lord, desist, shall be pard
but those who repeat the offence are companions of the fire: They will a

therein (forever).

Jurisprudential and Contemporary Evidences’ Proceeding of 17 Interna

YAliyu et al.(2014) ‘llis of Riba;

: ; : iversity Kano
Insti . Banking and Finance, Bayero University i L A
'?g;t::;lg{{s({?gz? [l{;ggulat%rs in the Development of Islamic Finance Industry: The Nigerian Case. P. 3. A paps

i i | Bank of Nigeria on Non-interest Bankin;
ashi | (Adviser to the Governor of the Central ' _ king
ltjlzzsf?:];f g:gli?rl;(i‘iz?:o?;g:iz(ed by the Intermational Institute of |slamic Banking and Finance, Bayero Univer:

Kano on Thursday, the 7% day of January, 2013.

" See Quran 30:39.
"* Quran 3:130.
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hose devouring The commentators 'nl the holy ()W{ﬂ ¢
{ ek ¢ b, S, . " v ™ % (i ‘ e
Almighty Allah has decreed tht tll'n » him (0 "'mlnwlcnliunud in the Hadith repore by M”' E Th
SOnicgne touched by the l:'v1|~. 1o "['t,tc of madness lI,c 'iPU()iill journcy on [S,m and Ml!’n’/ {H‘“ ; wl
while explaining the cause Q’l :I}ll‘-.;lb‘;’hc" [ic was on l:” ‘”w Jleaven respectively) | g, iy r : 1:
Hurairah that, the Proplct sai and e;uhscfl“c”'lx wges, and inside the stomach there . Besir
kkah, Jerusalem and SUDTZLC Lo, houset, Angel Jibril "w| Ca B 2
journey from Ma J] < were as big a8 the sl/'('hl n cllquirud from Ang . Who 4y the, BEii "
.ople whose stomachs Were &5 ° Jys and whe gy 10 -
E:;lges seen from outside then 510'”8:]2 who used to ¢l riba e 3,
5 B aQer Are Col bk
people? He replied that, these ar¢ p £
e > n l b , i X
The subsequent verses provide st will wive increase for deeds Ufc'harlzy; For 0 B
o f o171 I [
"Allah will deprive usury of ”‘7 h I‘;”fi’zi'e L B
igrateful and'w . ) £
lovetl ot creatures ungralef He removes blessing (barakah) from yip, , Rel
In the above verse Allah clearly mentioned that H¢ “E ;m:
o e i aj
blesses what was given as charity (Sadakah) ' B S
iohteousness, and establish regular prayey, o B pay
4 ho believe, and do deeds of righteot hem shall be no fi ) [ pro
Thase wilo' Delieve, heir reward with their lord: on them s 0 fear, nor gy |
regular clxargy, will have their |
they grieve” b i
- emai our demand for usury, ifyven, |
"0 ye who believe! Fear Allah and give up what remains of 'y fe 1, if ve o ; .
indeed believers. ""* ,_
: [Pa
"And if you do not do it, then take a notice of war from A.llah and His messenger but if . b
repent, you shall have your capital sums. Deal not unjustly (by asking more than you
capital sums), and you shall not be dealt with unjustly (by receiving less than your cup:. By :
019 Bt
sums). : Alla
Moreover, it is apparent that Allah has declared war against anyone who refuses to desist &~ i
taking interest, meanwhile nobody can stand war with Almighty Allah. £
£
The abo:i/e verses of Surah al-Bagarah, do not only give an unequivocal prohibition of rifz " - ;?ﬂ
set a yardstick on how to determine whether a particular transaction involves riba.2’ , e
Prophetic Position (Hadith) on the\Tribulation of Riba. QR -m
There are several hadith ini : . i ety - alia,
being involved in 3 rxbzeﬁ?"f’f 0 ills of riba most of which express an admonition 107" .= (SAV
T IVity or t i . . sians S8 Y - mo]
authoritatively reported where theyHol ;)ansahctlon, Of these sayings, various traditions ey
declarations o the clear and ungrpp, )lfj rophet Muhammmag (peace be upon him) made f'}': Bt eredit
0 hits . - = ’C;:Jl""‘ L
guous prohibition of riba, it denoted and seventy ey :;n:;

\\
Quran 2:275. _  e :

16 g B R,
” unnah by Majah, 273 | s
" s ey | - simila
19 Quran 2277, ; ?‘lb{d,
5, Quran 2:27g. ‘ ey

Quran 2:279.
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These raditions are simply reiterati
hmtadi Cilerating and ¢ o . ! ;

. . g = B & and emphasizing, with a view of she ¢ lip \
what the holy Quran has provided. The tmditimlm - 1\.. vith a view of shading more light, or
Narmated Jabir (RA): Allaly's vy S clude among others: _
it the one who reconds it ; SSERECT cursed the one who aceepts usury, the one who gives

\‘;‘\‘g‘n[\‘ three cateeo o '"l“t the two witnesses to it, saying, they are all the same.”!
o Ao ceones, the leas g o e SR J ) :
e lmft one s s as that of a man who marries his mother, and

e bl - 5 A 2
: violation of the honor of o male Muslim. "

; ') T . .

: amit (R.A): The Prophiet (peace be upon him) said:

{ur with gold, silver with silver, wheat with wheat, and barley with
o il dates, and salt with salt, same quantity with same quantity and equal
Jor equal payment being made on the spot. If these classes differ, sell as you will if
pavment is made on the spor™

the very essence of usury is the
Narratad Ubada bin As-S
Gold is 1o be pai
barlev, dates with

Relying on the fact that ribawas out rightly prohibited afier embracing Islam. Arguments ensured
and the mntl;ﬁr was placed before the then Governor of Makkah who was Attaab ibn Aseed (RA).
Banu Thagif were of the considered opinion that under the treaty they were entitled to the
payment of the due interest as initially agreed under the initial contract and that the religious
prohibiton notwithstanding

Finally. Artaab ibn Aseed (RA) referred the matter to the holy Prophet (peace be upon him)
for prophetic determination upon which the following verses of Swrah al-Bagara were
accordingly revealed to take care of the situation:

"0 those who believe, fear Allah and give up what still remains of the Riba if you are
believers. But if vou do not do so, then listen to the declaration of war from Allah and His
Messenger. And if vou repent, yours is vour principal. Neither you wrong, norbe wronged.”

As a result of that Banu Thagif surrendered and said that they had no power to wage war against
Allah and His Messenger.

me Court of Pakistan especially the judgment of Sheikh Justice Taqi Usmani where
velation of the Quran 2 verses 278 and 279, He explained that afler the

<t of Mecca by the Holy Prophet (SAW) and his companions (R/\)._lhc Messenger o'f‘Alln'h dcclnrm} as .void
C;)[n[:ue.\: s lt:’;f}z,‘ba that were due at that time. The decision taken was followed by a series of issues which, inter
all the amounts

: . Jaimy any interest on any loan advanced by him, Then the Holy Prophet
AN i 41 nobody should claim any nteres 3 ‘ . . )
alia, include a condition that naboty conquered, but later the inhabitants of the Taaif, who belonged

SAW ~eede “aal ich could not be \  bela
AN Fetceel (o s N ¢ SAW and accepted Islam und entered into a treaty with him, A

. - tribe of Thagif came to the Prophe _ \ j
mostly to the tribe of Thagif came 10 4 o the amount of interest due on their debtors but their

: Thagif w fore

articul: s : at Banu haqif would not : nto . .

P d_x.ular CDI\I g[r.mﬂi pr:;: ld::ju:::nls of inlcrcjt The holy Prophet before signing the treaty ordered that a particular
creditors will forego the ar st.

A Thanifwill have the same rights as other Muslims have, On the premise
seatence be inserted . (h-c-eﬂc.c : IhimlB.n.!:,l:mlli:;‘[(:l:);"\;1'1]1;}"11‘\».: :"rmm another tribe Banu Amr Ibn al-Mughira who, in
of the treaty. Banu Ilmqli Chfmlcf‘ l”k,_ ‘\‘h-u‘iuh‘ Appellate Benceh, 2000, Justice Taqi Usmnni.'s part nfjudgcmc‘n!.
return, declined fiﬂ ;3;1_\;’:ntcrt‘-\( .bL‘tﬁ‘:;;ib;l Jarir, Jami-al-Bayan, 3 107; Al-Wahidi, Al-Wasit, 1:397 and Wahidi,
1;3:!;5 23, 2:1 PP- h2§,“b-9: kl)uqo.:m&f\’? and as quoted by Ayub, M., supra, note Ziilut 45 o -
As yab-al-Nuzool, Riyadh, 198+.p Al Asqalani, A, Bulugh Al-Maram (Attainment of the Obju.‘lwc according
~ Reported by Musl“m(‘)S?‘ Ib? lj;l{giiq;ﬂ:'-I'(;:u‘-llS‘-Silli““ Publications, 1996), p. 290, Imam Bukari also reported a
to the Evidence of the Ovdinances yadh.

stmilar hadith soh i ¢ g
ipid. at p.1291. A reported by Ibn Majah in a short form

sahih (sound).

*T Qee the decision of the Supre
he vividly explained the reason for the re

and Al-Hakim in a complete one who graded it as
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, - (R.A): ; loan and th (
as ibn Malik (R A): . When one of you grants @ e Boryg, bt
(S.A. W) said: th it; and if the borrower offers a ride o q, :er fy 1

; ; should not accep . g5
him g;dd:sh,t hfir.’e nless the WO of them have been previously “CCU‘?tom?d‘L‘ i
should no » 2 :

2 -
’ "
exchanging such ﬁtvorsmumallj. -

' i times was of this nature:
rted that interest in pagan . ; i
"Do not do so. Sell (the lower quality dates) for dirhams and |

From An
The Prophet

Zaid B. Aslam repo
The Holy Prophet replied:

i 1o buy better qua O e
:zeuf;ﬁmf].ﬁis ﬁ adith was also reported by Muslim in Kitab al-Musaqat, chapter ¢, Rrbggf,

on this point, if the items are similar in terms of judgment (measurement like wheat 44 "

el 5
but different in type for instance, s€

ypﬁ\'m,,.
it must be made on the spot. But it shou

lling barley for wheat, then it is prohibited to del,
1d be noted that permissibility is granted here 1, sell s

type of the commodity for morce of the other. | b H

The authority for this position is the hadith reported by Muslim and Abu Dawud where lheH‘;Ea.
Prophet (peace be upon him) was reported saying "...if these classes differ, then sell as yoy ;.
if payment is made hand to hand. " Here the phrase hand to hand connotes that payment

made on the spot before the parties separate.

LTk

But in an event where the commodities happen to be when person owed money to another oz
for a certain period and the period expired, the creditor would ask: 'you pay me the money orp:

the extra'. If he paid the amount, it was well and good; otherwise the creditor increased the -’
amount and extended the period for payment again.”® |

The Holy Prophet (peace be u
the occasion of his last Hajj,
Prophet said: "Every form of

pon him) announced the prohibition of Riba in express lem:

Ritbc; Is cancelled; capital indeed is yours which you shall it
L : 10l be wronged. Allah } . : o B
h o g an has eiven H, dment 1
;;;t;[ 1bm-ng Riba, I start with the amount of Riba whicl; s ] s Je Abbas w
are it all cancelled”, He th people owe to my uncie ; i

; en, o .
due on his loan capital from his debtzr:%}galf of his uncle, cancelled the total amount of ‘i

» "the majority
r days. The Q|4 and the New Testaments SmuMZ

s
=

24

The hadit
M ith was reported by Muslim A
y " nd according g 5 hs
Muhammagq 1aqi, 1344 A | itab al.3 Breater hadith scholar and commentator i
y ‘ “Buyu', Bap

105 s SUpra, note | okl '

5 qardin f c'j
Supra, note | Ton Riby fiddayn (g, 4 JATra manfa'atan fa huwa riban as rightly 9
o -418) Tradmon No 1362 ’

78

lity dates. When dates are exchanged in dates) they shoyy b . :

which was the most attended gathering of his companions,T:;‘ ey

 deb
- deb
" Her
i .'. : de.bl
It could
. that a

~ insolver

when th

(R‘bﬂm

gt

:  : ml.igi0q'

. nature t
of ancient philosophers and Grfﬂ‘ A
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: o - “the Holy Prophet (peace be
Based on the above Quranic authorities and the traditions of the Holy | rﬂf::l_ ) (lu' Ribal- 3
o w . g - - > ¥ a)e g !
upon him), Islamic jurists have classified ripg nto cither Riban-Nasi'ah (delay usury
2%
Fudl (excess usury).

~

Increasing the Debt in the Insolvent p
duning the jahiliyya period (the
entered into a loan transaction

erson. ‘This is the main origin of the concept of /\'l/)zl‘ |
period of ignorance). It apphes where a creditor and a (lcl‘)ll]t-u.
on-an-agreement that payment would be made on i speci li:
date and in the event of default, another agreement will be reached lh,c elfeet lhul?ulllt-
debtor will be hable in payment of an interest over and above the principal amount.”” It

: _— e > debtor
should be noted that (he nterest to be made here is for the additional time given to the d
as a result of his default,

Here, the presence of Riba is in respect of sclling goods of the same type but inexcess Wflll the
date of delivery delayed, be it for both or onc of the ttems and this is the reason for the
revelation of Qur'an. Where Allah Exalted be says: " And if someone is in /Jlll‘rf.?/l-l‘/’. then
[let there be] postponement until [a time of] ease. ", "According 1o Dr Al-Fawzan, ibid:

The verse signifies that if the time of payment is due and the de
debt, it is impermissible Jor the creditor to increase
debtor a grace period. On the other hand, if the d
Hence, no increase on the debt (by-way of intey
debror is insolvent or not,

btor is unable to fulfill his
debt; vather the ereditor should zive the
btor is wealthy, he is 10 pay his due deb,
est/ usury) should be made -whether the

It could be seen that the Verse is conveying a categorical prohibition ol riban-nasiah in the se
that a creditor is not allowed 10 make any increment simply because the
insolvent, hence, unable to settle the debt. The creditor is required 1o ¢
when the debtor wil] become solvent, There s also a legal requireme
settle the liability as when due provided he is financially buoyant

nse
debtor becomes
Xereise patience pending
ntmandating the debtor 1o

(Riba al-nasi‘a), even citing a P

ophetic tradition to thay effect: "The
defermeny, !

re s no riba except with
While responding 1o the abov
religion does not and cannot ac
Mature to the economic system

¢ proposition, jurists," have
commodate any kind of interes
and the entire human life.

argued that Islam as 4 complete
U(riba) becayse of its dclcriumliny

Part of their argument is that the interest charged by conv
the cconomy than the one charged by the people of the
\tnl}' hinged on the insol\'cncy of the debtor unlike
Shari‘ah on yhe prohibition of Riba, certain Intemational Instruments oy the provisiong and
Protection of 1he so-called modemn human rights are not silen on the issye. "Usury and an " the

"o of exploitation of man by man shall be prohibited by law " SOt

entional banks today is more killing 10
Jahiliyya period because the later practice
he former, In addition 19 the position of

—_—
W Mkhazin 1995 P30T and as nyhily quoted by Muhammada
W OUpTY, noge ]

Al Fawzan, S A Summary of Klamie Lurcmet— s
Alivn o

Ayub, supra, note 1
atp 53
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( Riba 25 2 cardinal feature, [slamic bank,’ng .
the prine ! 1 | b
nd the entirc Muslim communyy ,, lary,
as agains! "uncqual _b'"Bﬂiﬂmg P‘ra.;'.’
partics O maintain fair play. Y

inty and gambling (Gharg, and 'Iz

ihiton © _
proln ' i
low for any transaction which Lom:?::rn;::clinn a
;’thO artics involved in the pun:cuhr_mm, -
f g}'mrl ‘ah insist on cqual bargat |';1cll'"lr'
o nust be given 10 all ce’.m act! : e
O e prahilits ansaction involving u
Islamic law prohibits any {r

n the His of Riba

n dominated by Riba im.crcf.l bf)lh .;z‘t Private ”
Il as government institutions™” The 1.

v ,
=i

Apant from the

: ' Ev $0
Contemporary Evidence

i g ce

The global financial system trn.l.ly has b e
al International levels as o The o

the high or compound interest charged by conventional banks cading [

institutions could be traced to the statement of the l'rc,mdsc"fl ()lu.‘scutl’ns;):fl'g:anj“ (the i
Nigeria head of statc) “All that we had |)c:‘mm’t‘11 up to 198 ‘ was "‘”’U;H h I llfm. and w, ),
pan’i about $ 16 billion; yct we are still being told lha.t we owe al#mt $ illion, That 4s \
came about because of injustice in the foreign CIL‘{JI.I()I'S lr!!(.;r,csl rates. If you ask e why g
worst thing in the world is, I will say it is compound interest”,

set up business and

The conventional bank interest usually charged in high increase and the rate can be iz,
without informing the customer. Initially, on the transaction the conventional bank mig-
107 simple interest annually same can be double every 75 Years, multiplies117 times e~ ¢
years and by more than 1.6 million times every 150 years, That is why world ecoror
living beyond their means. In other words meaning that their debt to gross domestic poi
ranos are in excess of 100%, because of interest and the poor becoming poorer,”* v

Riposte to the Tribulations of Riba

The interest-b: - icep e ,
“:jr::’,jr " hmij CEONOmIC system was presumed 1o be superior to the interest-frec <72
e € Intetest-free system g he concept of Shari'ah doctrs s
soclo-cconomic justice and eqyjry V7 - i : s e Oeirines: Mo, d the e

global cconomic angd T ke Y, The failure of the interest-based system fo cut [z

CVEN 1N temmns of efficiene ) 5 lurther describeq 10 be uncertain about its s5”

0 . | et
globally. .'f  ————— me to c_all for broadly reform of the financiz! el
I"I’OTC -‘:;CIIO'L‘mno ":” Cﬁ““)’. profivloss sharing system that will p= |

arvar TRty = . Cly. As . e
bigger mlin'!‘l;n:r[y In an ideal wopg t‘qu}ifty Iq f]l-a ed by Rogoff a Professor of Econ™ ;

‘ - He further ggep i tnding g i E s lay 8 5 |
waould he greatly aseens thay: W & and direct investment would pl2)

enhanced ang financ; between debt and equity, Ask-S

the soc;
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Concinsion
Refipoasly, e iz moolidirad. The ahove aamial divinad authoninies cited and exposal
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the concept of Mudaraha
mostly depend 02 the outcome of the business. In addition, Islamic banks also mvolves in
anotber concept of Jarck (fezsing), Murchedah (marked up) and the rest in w hich the S;ll'c of
Shari’ak permissible goods and services on cradit leading 10 indebtedness of the party
purchasing those goods and senvices.

“Kris Umer (2013) Reolng in Irlamic bambing axd finarce “Sukuk: Meamng, Structure and Standands™ 11IBF
Pubizsher. Kmo Niperia PP I0S-129
40 ML DT The Clse Agmat breoe S 2 Compeling” Mandrder ermanona! Srames Reves. Vel 493109 178

A0 Qan. WSO8, miems Bareoy and Frascr Saci N Gadaes Pracgles and Pracsions. basmed igh Academy, Dol Iadha

S1

Scanned by CamScanner



