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Riba (Interest) on Loans

RAFIC YOUNESS AL-MASRI
Assistant Professor, Centre for Research in Islamic Economics,
Faculty of Economics and Administration,
King Abdulaziz University, Jeddah, Saudi Arabia.

ABSTRACT: Some modern writers — both Muslim and non-Muslims - claim
that the Istamic prohibition of riba was not meant to apply to commercial
loans; or even to loans for consumption purpose. Other writers have or may
justify riba on loans, by claiming that some Muslim jurists have per;nitted
suftajah (a loan to be repaid in another place) which involves some benefit
to the creditor. This benefit takes the form of saving the cost of transferring
money (or the fungible goods) that were loaned, to a different location, and
saving the risk of this transportation, and possibly also, benefiting from the
price difference between the location where the loan was contracted and
where it is to be repaid. -

This paper refutes all such claims and shows that riba on loans is prohi-
bited by explicit Qur’anic text (especially verse 280 of Surah al-Baqarah)
and by the explicit saying of the Prophet. That saying mentions six com-
modities, and asserts the prohibition of ribd on loans, as well as the prohib-
ition of committing ribg indirectly through sale. Riba on loans commits two
things that are forbidden: riba of fadhi (excess quantity of one of the two
similar commodities exchanged) and riba of nasa’ (deferred delivery of one
of two commodities exchanged when the commodities have similar uses).

The paper explains how suftajah, even if it benefits the creditor, is per-
missible as long as it does not impose a cost on the borrower, and in fact may
even benefit the borrower himself.





