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Abstrak

Dalam pemikiran ekonomi Islam, riba merupakan salah satu persoalan
yang masih menjadi perdebatan. Hal ini mengingat bahwa Al-Qur'an, ketika
merespon praktek riba yang terjadi pada masa jahiliyah, dengan tegas
melarangnya. Sementara, pada era sekarang, banyak orang melakukan transaksi
pinjam-meminjam yang diduga juga mengandung unsur riba(interest).

Persoalannya, apakah larangan riba sebagaimana ditegaskan Al-Qur' an
juga berlaku untuk semua transaksi pinjam-meminjam uang dimana peminjam
berkewajiban memberi nilai tambah dari nilai semula kepada pemberi
pinjaman?. Bagaimana dengan berbagai transaksi yang dipandang juga
mengandung riba, seperti bunga bank, jual beli mata uang atau bahkan
pembelian barang dengan sistem kedit (angsuran)?

Tulisan ini mencoba memaparkan pandangan Muhammad Rasyid
Ridha mengenai riba dengan argumen-argumennya, baik yang rasional maupun
tekstual, dan bagaimana relevansinya dengan situasi kontemporer.

Setelah menjelaskan makna riba dalam Al-Qur'an, Al-Hadis dan
berbagai pandangan yang dikemukakan para ulama', termasuk Rasyid Ridha
sendiri, akhimya penulis berkesimpulan bahwa konsep Rasyid fudha tentang
riba dipandang relevan dan dapat diterapkan pada era sekarang.

* rl. ,1.

A. Introduction

Islam obliges every Muslim to act with justice in all aspects of life.
Riba, which is regarded as an unjust manner of business transaction, is
therefore strictly prohibited in Islam. In fact, the practice of harmful riba was
also prohibited by the ancient Egyptians and Greeks.t m;ahiliyya times, this
riba consisted in the debtor having to pay a certain amount to the creditor in
addition to the principle, a practice called riba al-nasi'a. In the eur'an, the term
riba is used in a number of different senses, while in the hadith, we find
contradictory statements: in one instance, the prophet permits the addition
(riba) as a gift, while in another Abu Bakr prohibits it even as a gift.2 The term
riba is usually translated as "interest" or "usurious interest", when in fact it has
much wider meaning.

This paper will look at the Qur'anic verses relating to riba al-nasi'a and
show that they are intended to prohibit the riba known in jahiliyya times.
Moreover, we shall also see how the contradictory hadiths conceming riba al-
fadl have led to different opinions among jurists. There are those who regard
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riba al-fadl as lawful (permitted), given the need for a profit making
mechanism in commercial transactions, which is essential to business and
economic development. It can in fact be shown that its benefit is greater than
its evil. We will base our argument in this regard on the views of Muhammad
Rash-id Rida, and will refer the Qur'an and the hadith for textual support. In the
conclusion, we will try to determine whether Rida's opinions on riba are
relevant to or disconnected with today's conditions.

B. Ribt and the Qur'an

In general, riba is divided into two kindsr riba al-nas'i'a (deferred riba)
and riba al-fafl (excess riba). The former, as we shall see, was the riba
practiced by the Arabs in jahiliyya times, while the latter is prohibited as a
shadd al-dhari'a (precaution), i.e., not in itself, but because it might lead to real
rlba (riba al-nasi'a).' In the Qur'an we find the term riba used to indicate
growth (as in Q. 22:5), increase or prosperity (as in Q. 30:39), climbing a hill
(as in Q. 23:50), etc. The verses fall into two categories depending on whether
they were revealed in the Meccan or the Medinan period. The slrat al-R[m: 39,
which mildly denounces the more dangerous form of riba, was revealed in
Mecca, where the followers of the Prophet were few in number small and
Islamic political power quite weak. By contrast, when the Prophet came to
occupy Medina the prohibition against riba became much stronger due to the
increased political power and faith of the Muslims.a It can be conceived that
the gradual revelation of these verses is in conjunction with growth in both
political authority and people's belief in Islam. For the Qur'in was made to
follow the social development and the need of Muslims for solutions to
problems. The verse from sirat al-Rum may be seen as a response to the
problem of riba in particular, a practice which prevailed in Arabia before the
coming of Islam, and is considered as a prologue to further riba verses. The
verse reads as follows:

And whatever you invest by way of riba so that it may increase upon
people's wealth, increases not with God; but what you give by way of
zakl seeking the pleasure of God, those-they receive recompense
manifold" (Q. 30:39).

During the Prophet's stay in Medina, the warning against dangerous riba was
revealed (Q.3:130), which resulted in its prohibition. The verse refers to
excessive riba, in which the amount owed multiplies:
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O you who believe do not consume riba with continued redoubling and
protect yourselves from God, perchance you may be blissful" (Q.

3 : 1 3 0 ) .

The strongest and most unequivocal condemnation of riba in the

Qur'in is stated in s[rat al-Baqara. This statement stresses the danger of riba

and warns that whoever continuously practices it should expect to be punished:

Those who consume riba shall not rise except like the one who has

been struck by the Devil's touch. This is because they say that selling
and riba making are one and the same thing, whereas God has made
selling lawful and has forbidden riba. Whoever receives an admonition
from his Lord and desists, he shall have his past gains, his affair is
iommitted to God; but whoever reverts those are the inhabitants of the

Fire, therein dwelling forever" (Q.2:275).

These verses of the Qur'5n indicate the general meaning assigned to
riba. They, however, were revealed in response to the prevailing unjust
business practices amongst the Arabs, which perpetuated a situation where the
poor grew poorer while the rich became richer. Our elucidation of these verses
will be made in the light of exegesis and the 'illat al-hukm (ratio legis) of riba
extant in the Qur'an.

The stricture prohibiting riba in the Qur'dn is stronger than that
against all kinds of gambling. Ribe is even contrasted with sadaqa, which is
described as the best way for conducting charity among the poor (Q. 3:276).
The giver and the receiver in any transaction involving riba are both
condemned by the Prophet and God; the condemnation even extends to the
writer of the agreement and the witness. Transactions of riba jahiliyya (riba al-
nasi'a) enabled the rich to suppress the poor with their burden of debt. The

Qur'In, however, enjoins the opposite, obliging the rich help the poor.t
The riba jahiliyya mentioned in the Qur'6n is often calied as a

"complete" riba due to a certain transaction on loans. The creditor, in this case,
requires the debtor to add a certain amount in addition to the principle every
month or year. The addition of the definite article "al" to riba usually specifies
a certain type of riba, when used in conjunction with another word, that is riba

al-nasi'a. The ratio legis ('//a) of verse Al-'Imran: 130 concerning riba is not
related merely to its manifold aspect, for even a small amount of it is
forbidden.6 An analogy can be drawn with the prohibition on drinking liquor
has nothing to do with the amount drunk but with its danger, for even a drop is
strictlv forbidden.'
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Verse 130 of surat Al-'Imran prohibits in a progressive fashion riba
that has a dangerous effect, with the last of these, revealed in Medina,
categorically prohibiting the practice. However, the verses do refer to riba in
general terms, and with reference to that variety practiced in jahiliyya times.E

Besides riba al-nasi'a mentioned in the Qur'5n, another kind of riba,
which is called riba al-fadl is discussed in the Prophetic hadith. The latter was
often applied to six particular commodities, which we shall see in the following
hadith, as well as involving prohibited materials for sale such as the meat of
the fox.e However, sale transactions can be made by cash or defened
according to the needs and conditions of the transaction. The payment of it
follows the agreement between the buyer and seller, for the difference on price
between a deferred and a cash payment is possible due to uncertainty about its
value at a latter date.ro

Fakhruddin al-Razi (d. l2l0 A.D)) contends that the manifold riba in
surat Al-'Imran: 130 refers to the common "loan" in jahiliyya times. This
practice contained a provision whereby a creditor promised a debtor to pay a
certain additional amount at a deferred time. Al-Razi too notes the distinction
between riba al-nasi'a and riba al-fadl. Riba ja-hiliyya, which is equivalent to
the nasi'a type has to do with the additional interest charged to a debtor taken
every month while the principle remains unpaid.rr Al-Reii, furthermore, quotes
Ibn 'Abbas' notion on sale and riba saying that wa hanam al-ribi in (Q.21275)
entails a particular transaction involving additional interest, i.e. riba al-nasi'a.
By contrast, the term ahalla-llahu-lbay'a relates to additional cash. Therefore,
additions to a cash transaction or a profit on a sale are lawful. Al-Raz-i
contends that the general meaning of the verses on riba can not legally
specified by a solitary hadith.r2 Furthermore, Al-Razj mentions the reason for
prohibiting riba in certain aspects. First, riba is taking something in addition
without giving anything in exchange. The addition to one dirham of two
dirhams in cash or deferred payment is an exploitation of one by another.
Second, taking a profit without engaging in work, but only levying a charge on
a debtor in return for lending money is riba. Third, this practice leads to an
unbalanced relationship between humans which should instead be one of
mutual help, for ribd on loans benefits only the creditor and is a burden for a
debtor. Consequently, the rich become richer whilethe poor get poorer.''

labari (d.310 A.H) defines the term "doubled or multiplied riba",
which prevailed in pre-Islamic times, as meaning that " the creditor who had
lent a certain capital (money, commodity, cattle, etc.) to a debtor for a certain
period, used to demand repayment after the time (maturity of the loan) had
expired. The debtor would say to his creditor that if he could grant him a delay
in the payment of his loan, he (the debtor) would give an increase over the
originally loaned capital. This practice was doubled or multiplied ribd."14 Al-
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Baydiwi (d. 791 H), furthermore, elaborates that the phrase'devourers of riba'
shows that usurers advanced agricultural commodities and foodstuffs because,
naturally, only commodities and goods circulated. Crops, grains and fruits were
the main object of riba.15 Therefore, riba in this sense is not limited to money
or gold; moreover it also applies to whatever the primary commodity that is
needed by people for daily life. consequently, the prohibition of this riba has
also a broader meaning.

The ribl of jahiliyya times which is forbidden in the Qur'an had to do
with loans which were deferred for a certain time and for a certain amount of
addition. Jassas (d. 370 A.H), a famous commentator, elaborates that riba on a
Ioan is set at the beginning of transaction for a deferred time, while Fakhruddin
al-Razi sees the practice as being of two different kinds. The first is loans, in
which the debtor must pay a certain additional amount every month to a
creditor besides the principle of the debt. The second involves payment at
some different date of an additional amount. Here the debtor owes an extra
amount based on the fact that he could not pay for a certain time. Thus the
meaning of ribl does not have to do with all kinds of addition but is
specifically related to loans at interest, which are called riba al-nas'i'a, and
which included also the prohibited material for sale such as liquor and dead
meat,r6 [n sum all exegetes are in agreement that the prohibited riba in the
Qur'En is related only to additions levied on loans consisting of either sums of
money or small amounts of goods, such as primary foodstuffs.

C. Riba and the Hadith

We have seen that the riba mentioned in the Qur'6n refers to the riba
jahiliyya or riba al-nasl'a. Furthermore, the quasi-riba (riba al-fadl) which is not
real riba but an excess ribi, can lead to real riba (riba al-nasi'a). The former is
controversial among jurists, who argue over its legality. There are two
particular hadiths which contradict each other on the question of whether riba
al-fa(l is permitted or not. The first ladith is narrated by Ab[ Hurayra and
included by Bayhaq'i in his Sunan al-Kubrd, while the second is attributed to
Abu Bakr. The first ladith mentions that a man came to the Prophet of God to
pawn certain goods, and later when the man came back to claim his goods, the
Prophet of God said: "this half is yours and the other half is from me as a gift."
This hadith is considered to be galiilr. The second hadith, on the other hand,
states that when Ab[ Bakr was being reimbursed by Ab[ Raf i for a certain
loan, he refused to take any additional dirhams as a gift saying that: "the giver
and the receiver of addition is in Hell". Muhammad Rash'id Rida argues that
Abu Bakr's tradith indicates that all such additions, even unconditional ones,
are prohibited (haram) and that any loan that requires payment of an additional
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sum at the end is forbidden. Nevertheless, quoting the opinion of the majority
of jurists, Rida affirms that loans where an additional amount is paid_ to a
lender, as long as there is no provision for it in the contract, is permitted.rT

Furthermore, there is the famous l?adith in the $ahlh of al-Bukhari in
the chapter on sale, narrated by Abu Sa'id al-Khudr-i as follows:

Abu Sa'id al-Khudri reported God's Messenger as saying: "Gold is to
be paid for by gold, silver by silver, wheat by wheat, barley by barley,
dates by dates, and salt by salt like for like, payment being made hand
to hand. If anyone gives -more or asks for more he has dealt in riba. The
receiver and the giver are equally guilty.18

These contradictory hadiths mentioned above have resulted in different
opinions amongst the various Islamic legal schools. This is partly because the
very last verses on riba revealed in sfirat al-Baqara were not completely
explained by the Prophet, who did not live very long after that revelation.
Therefore, all kinds of additions can be regarded as riba or may be merely
included as profit (ribh), such as in commercial transactions.re Islamic jurists
such as Abu Ifanifa (d. 150 A.H.), Mefik b. Anas (d. 179 A.II.), Muhammad b.
Idiis al-Shaf i (d. 204 A.H.) and Ahmad b. Hanbal (d.241A.H.) see a different
'illa(ratio.legls) underlying the prohibition on riba al-fadl(excess riba), such as
in the six items in the above hadith.

Ab[ I{anifa believed that the reason for the prohibition of such
transactions involving wheat, barley, salt and dates has to do with the fact that
they are all weighed and measured. Thus payment of additional amounts of the
same items that are weighed and measured are included in riba, whether of
foodstuffs or not, such as iron. However, if the items are different, the
exchange should be done on the spot and any increases in amount paid then and
there. For example, wheat and barley can be exchanged with the addition of an
extra amount. Where identical products are exchanged, as in the lradith quoted
above, this too must be done on the spot but involve goods of the same quality
and quantity. Similarly, Melik argues that the ratio legis for the prohibition of
these items lies in the fact that all are foodstuffs and restorable, and hence riba
is forbidden. Shef i for this part emphasizes that the six items are all either
money (as the main exchange) or foodstuffs. Therefore, he differentiates
between these two categories of above hadith saying that gold and silver are
like money as a standard price and exchange, whereas food is a staple of
humans life. Consequently, he further argues, neglecting control over these
items leads to a danger for society. Therefore, exchanges involving additional
amounts of an identical nature, whether of precarious metal or foodstuffs, are
prohibited (haram) and considered as a kind of riba.2O
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Lending and borrowing did not always involve items such as those
mentioned above; for instance the prophet of God, as Ab[ Raf i narrates, once
bonowed a camel from one of his Companions and replaced it with a better
camel.2r This practice of the prophet indicates that additional payment may be
Iawful in such circumstances if there is an urgent need and without
prerequisite. At the same time we find a report banning the exchange of one
animal for another narrated by Samra ibn Jundub, who says that 'the prophet of
God prohibits selling one animal for another animal by deferring the payment
(nasi'a).22 This prohibition is to point out that urgent need is different from
exploiting another party in a sale. Moreover, the transaction engaged in by the
prophet was void of conditions. Hence, it was possible to add payment as a gift
out ofgratitude to a lender,

There is a hadith narrated by Usdma binZayd to the effect that "there
is no riba except on nas'i'a" (ta riba itta li al-nasi'a).2t This hadith is held by Ibn
'Abb5s to be a response to the proposal that rib6'al-fa(l (excess ribi ) is
permitted and lawful as long as it is done on the spot (yadan bi yadin). T:he
supporters of Ibn 'Abbis contend that it is meaningless to barter or exchange
one thing to another, like one kilo of wheat for another kilo, and so exchange
must involve items different in quantity and quality. The rationale behind such
an exchange should be ajust transfer ofproperty, not a static interpretation of
a text.2a The lradith upheld by Ibn 'Abbds and narrated by Usama is however
deemed to be abrogated by the previous [radith narrated by Sa'id al-Khudii, as
the latter had been expressed by the prophet at an earlier date than the
former.2s As expounded by Shdf i, the [radith narrated by Usima is considered
tobe gahifi.26

D. Rida's View on Riba

Unlike ribi al-nasi! which represented the conventional interest
applied during the jahiliyya period, the evil of ribi al-fadl is hidden and
unclear. The reason for ribi al-fad1's prohibition is not the same as that of riba
al-nadi'a. The former is prohibited out of precaution (shadd al-dhari'a), while
the latter is a danger that must be prohibited outright. Riba al-fadl is however
permitted and lawful when neces sity (darira) demands it and as long as there is
no risk of unlawful interest (al-riba al-multanam) being applied. Ibn Taymiyya
(d. 728) gives the example of the permitted exchange of fresh dates for dry
ones in small quantities and by estimation, without actually weighing them.
Although this violates the stipulation in the hadith on riba al-fadl that
exchanges must be of equal quantities, nevertheless exchanging them in
approximate amounts, which will almost surely involve unequal quantities, can
be permitted out of necessity,2T
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Sale on the other hand is permitted in Islam, but the concept of bay'
itself varies; it involves either an exchange of money for a commodity or the
bartering of one commodity for another. The purpose of bay' for the seller is to
eam profit, while a buyer is interested in receiving a commodity, without one
in any way deceiving or exploiting the other. Ibn Hazm (d. 456 A.H.) contends
that bay', "share a common, and individual operation of each is the same: each
comprises a mu'Iwada (mutual exchange) of goods for goods but one exchange
is just, permissible and good, and the other unlawful, perverse and noxious, and
falls in the category of gravest sins."2t Surprisingly, he resorts to a broader
understanding of bay'as compared to ribe, saying that the difference between
the two is very slight since if the bonower asks the lender to lend him a certain
amount and promises to return it in a certain time, it is valid; moreover, if the
borrower will return it with a slight addition without having made any
provisions and. by the agreement and consent of the two parties, this
transaction is valid and not ribi. However, if the borrower asks the lender to
sell him a certain dinlr for another dinir, which he will return in a certain
month, without mentioning the actual date for repayment, this is ribi, which is
unlawful.D The exchange between two precious metals such as gold for gold,
in this sense, is strictly forbidden at the point of sale or as deferred payment.
For, the transaction on these materials will lead to ribi al-nasi'a.

Ibn Qayyim (d. 751 A.H.) contends that the prohibition against rib6 al-
fa{l is an indirect cause of ribd al-nasi'a (ribi jahilt'Sya). However, he too
acknowledges that riba al-fadl is lawful when there is necessity and urgent
demand. For example, he further explains, even though looking at the body of
women is forbidden, doctors are allowed to do so because transgression of this
rule will lead to a greater good and maqla[a.3o Like Ibn Qayyim, Ri{I divides
ribi into two categones: ribi al-jali (riba al-nas|'a\ and ribi al-khali (ribi al-
fadl). The former is absolute ribl which is dangsrous in itseli, while the latter
is prohibited as a precaution (shadd al-dhari'a). Quoting the notion of Ibn

Qayyim on ribd, Ri{i contends that the actual prohibition is on n'6i al-nasi'a
Nbi al-fa{, by contrast, is permitted in cases of urgent need and demand. The
prohibition against riba al-fa{l is similar to the prohibition against seeing
women so as to avoid indulgence in adultery Qina). [n consequence, looking at
women itself is not prohibited; rather its main purpose is to avoid a gr€ater
danger, which is zini.sl

Hence, Rida concludes, matters which are prohibited by precaution
(shadd al-dhar1'a) are allowed and lawful when there is an urgent demand for
maslaha. Therefore, riba al-fafl may be permitted in transactions which are in
the public interest. One example of this is the Prophet's allowing the sale
(exchange) of 'arayi (pl. 'ariya).3z This contract, originally, involves risk

62 Al-Jami' ah, No. 62D0V I 998



Asep Saepudin Jahar. "Rethinking Economic Ethics..."

@harar'). However, as there is an absolute need (fajisyat), such transaction is
lawful in order to make life and legal practice of Muslims tolerable.33

In the discourse on ribI, Ridd places himself in the middle position
between those who upheld the extreme qiyds (analogical reasoning) on the one
hand and those who were more moderate in their qiyis on the other. The
former maintained that ribi al-fa(l is not restricted to the six items listed in
the hadith quoted earlier. Moreover, they contend that such riba can be applied
to all materials that may be sold. The latter, by contrast, insist on the six items
only. Rida resorts, furthermore, to the Lradith of Sa'id al-Khudfi on the six
items as his basic reference in declaring other items, especially foodstuffs and
other essential products, to be included also in riba al-fa{.Y

We have seen how in al-Khudri's lradith it is prohibited (f,aram) to
exchange any amount of the same cornmodities (six in number) if one party
receives an additional consideration in cash or in deferred payment. However,
if the commodities are different one from another, an addition (fadl) in cash is
permitted (lawful), but not a delayed payment. In this matter, Rida argues that
there is no riba in a sale transaction. Citing Ibn Kathir's notion in his fa:&ir on
sirat al-Rim, Ridi contends that riba al-nasi'a is rnlawful on sale transaction
whereas riba al-fadl (excess riba) in the form of a gift or donation is permitted
and lawful. Therefore, ribe (addition) on sale transactions is valid.ss
Concerning loans, Ridd explains that the additions paid by the borrower to the
lender are not to be considered as unlawful nba (al-riba al-muhatram\, for the
prophet of God values those who pay a better payment provided the conditions
are not spelled out at the beginning of the transaction.36 Discussing the
contradictory lradith above, Rida contends that as it explains the general
meaning of the Qur'6n on ribd, it should entail the qat'i al-dalala wa al-iwaya
(bearing conclusive evidence in both content and transmission). For while the
term ribi in the Qur'an is general, most of the hadiths that speci$ it may be
seen to weak and contradictory.

In describing an addition to sales and loans as a gift, Rida concedes
that there are different reasons for doing so in each case. There is a certain
rukn (basic element) in sale whereas in loans there is nothing. Sale has to do
with the exchange of a commodity between the seller and the buyer wherein
making a profit constitutes the purpose of the exchange. Here, mutual benefit
between the seller and the buyer is maintained and there is no exploitation,
such as by multiplying the price due to a delay in transaction, etc. By contrast,
in loans the borrower is in urgent need and very short of material or money. His
adding an amount as a gift, as long as no provision was made at the first
transaction, should not be considered as riba but as charity (tabanu) and
therefore valid.37 In response to that situtation, the laws of transactions and
contracts in this case may change from one place to another due to changes in
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the attitudes and cwtoms of peoples in different regions. As long as, they are
not entailing an exploitation one to another and are not attributed to double
standards in the law. Rather, they must be seen as indicative of flexibility in
accommodating human exigencies and cultural differences. If the mutable
elements are not taken into account, legal obligation would be intolerable
(tadif na Ia yutaq), and this is not admitted in the Shari'a.38

In discussing the debatable issue of gold, Rida again distinguishes
between manufactured gold objects such as bracelets and gold in its natural
state. These two substances are not the same, he explains. Therefore, an
addition in an exchange of one for another is valid. This is primarily due to the
fact that a bracelet is handmade 

-and justifies the extra cost.3e This matter in a
sense is to avoid a gain or profit which was uneamed such as through chance or
in consideration of the element of risk. Mehk recognizes the validity of barter
in unripe dates still on the palm for dried dates. Furthermore, this transaction is
regarded as a 'special dispensation' (ruklrya\ and this evidence lies in its own
peculiar legal incidents.s

Commenting on the hadith saying tlhat kullu qar/in jara manfa'atan
fahtna riba (every loan taking a profit is ribi), Rida argues that the hadith is
mt relevant for use as the 'illa (ratio legis) of qiyas involving ribd. For the use
of qiyEs is subject to change due to time and place. Moreover, the hadith is not
arshentic and again is considered as /a:if Restricting himself to riba al-nasi'a
re constituting absolute ribi, Ri$d sought to prove it with the above hadith of
Usima as qrnted by Ibn'Abbis. At length, Ridi contends that the hadith is
qati al-dalila wa al-riwiya (bearing conclusive evidence in both content and
traosmission). Therefore, the only rib[ which should be condemned is that of
nasi'a By contrast, rtbi al-fadl is an uncertain and ambiguous case.

Ri{a argues by stating that the verse in sfirat al-Baqara (Q. 2:275) on
riba qmted above is general, and can only be interpreted by the Qur'in and the
mutawatirhadith. According to Ridd, the riba in the Qw'in is only related to
additions on loans by postponement (rtbi al-nasi'a), while the hadith of Abu
Sa'id on the six items above is alien to the wisdom and 'illa (ratio legis) of the
Qdan. Predecessors and later jurists, in fact, are in agreement that the
prohibition on ribi is basically on loans involving defened payment, he
states.al

There is no certain explanation regarding a qar( (loans) for personal
consumption or for running a business. Apparently, the prohibition against
levying ribd on a debtor is in consideration ofthe needs ofthe poor, and hence
addition is forbidden. However, if the purpose of a borrower is to run a
business, levying an additional amount is permitted. In such a case, as Rida
points out (basing himself on Muhammad'AMuh) the interest on the money of
people (particularly the poor) deposited in banks is in line with mudaraba
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(profit sharing). This means that the money is used as a means of production
and that the interest is the result of profit, not riba al-muharram (prohibited
riba).42 Actually, it is not clear that the Qur'anic ban covers the institution as
rve know it today. What the Qur'dn bans is the ancient Arabian practice of
ribi, which entailed the doubling and redoubling of debt when the borrower
failed to make restitution on time. The purpose of the Qur'anic ban must have
been the elimination of this potent source of inequality and communal friction.
If the ban was in fact intended to apply to all forms of interest, this was not
clear even to the early Muslims.a3

At a later time, such profit (interest) on money saved in banks was
allowed by the fatwa of 'ulamd'such as 'AIi Effendy, an Ottoman muffi.
Issuing his fatwa on the mu'dmala al-shar'iyya made by people, he states that
profit (ribl) taken from the debtor on loans for a fixed period of time is
lawful.a It can be understood that fixed length loans involve the use of money
or a commodity as a means of production. The profit, therefore, is not a kind of
riba but a form ofsharing in a business.

E. Conclusion

For many, riba is not limited to prohibiting payment or receipt of
interest on loans of money: But it may pervert any kind transaction, which
involves the exchange of two or more counter-values if and when certain
conditions are met; they also change depending on whether the exchange is to
take place immediately or with deferment. The prohibition of ribd is clearly
understood to stem from a desire to end the exploitation of the poor by the
rich. As it was practiced by Arabs of the jdhiliyya, ribl was equivalent to loans.
Moreover, loans were commonly taken due to urgent need and when there was
no other altemative to borrowing. Since banking institutions or the bayt al-mal
did not exist as yet, the practice of lending fell on the shoulders of the rich,
individually or collectively. Surprisingly, the intention of borrowers was not
usually to run a business; rather, the money or commodity was needed for their
daily consumption alone.

Although Ridt did not spell out his own position on the addition
(profit) in the area of bank interest, but merely followed his great teacher
Mu[rammad 'Abduh, it is implicitly understood that he also saw this as
permissible if it were understood as sharing in profit (mud6raba). His strong
stance on the hadith related by Ibn 'Abbls saying that the restriction on ribi
was limited to nasi'a (loans) is very clear. Unfortunately, Ridi did not
elaborate on the detail surrounding the practice ofribi al-nasi'a, such as when
the transaction of a loan is for consumption or for running a business. As
today's world changes, people borrow money mostly for productive purposes
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rather than unproductive ones. It is precisely the former that is permissible.as
Moreover, as the ottoman fatwa suggests, interest as a consequence of the
circulation of money by a bank was permitted, a fact that 'Abduh argued as
well. Furthennore, Rida elucidates that the main purpose of riba al-muhanam
was to eliminate exploitation. Therefore, he states, the transaction should also
take into consideration the fiya (main intention) of the parties involved. In
support of this idea he cites the example of the prophet giving an additional
amount to a lender as a gift, It is my view as well that the mutual benefit of the
two parties should be considered. For, as the practice of muddraba (profit and
loss sharing) in fiqh shows, Islatn clearly accepts profit that is devoid of
exploitation. From the above elaboration, it shows that Rida's opinions on riba
are adaptable and relevant for today's condition where the transaction of some
businesses via banks--interest commonly operated--is inevitable.
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